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The  category  of 
personal  luxury  cars 
is  again  a  category 

Of  One.  The  car  that  has  defined 
personal  luxury  for  a  generation 
now  redefines  the  category. 

The  Toronado  offers  an  out- 
standing ride,  with  a  choice  of 
three  suspensions.  A  revolution- 
ary "body"  computer  regulates 
88  vital  functions,  from  digital 
instruments  to  diagnostic  checks. 

Toronado  has  been  riding 
the  leading  edge  of  automotive 
technology  for  20  years.  Inspired 
aesthetics  and  engineering  is 
what  you  have  come  to  expect. 
This  car  obeys  but  one  basic  rule: 
never,  never  be  conventional. 

There  is  a  special  feel 


THE  ONLY  STRETCH  747s 
FLYING  BETWEEN 
NEW  YORK,  RIO  DE  JANEIRO  AND  SAO  PAULO 
STARTING  IN  JANUARY. 


For  all  of  you  Brazil-bound  passengers  out  there,  this  means  the 
newest  state-of-the-art  aircraft  with  the  latest  mod-engines. 

The  configuration  of  our  43  First,  56  Executive  and  160  Economy 
Class  seats  allows  for  the  most  efficient  passenger  and  cabin  crew 
mobility.  These  seats  have  been  designed  and  constructed  to 
VARIG's  own  specifications  as  well  as  our  customized  galleys 
throughout  the  aircraft. 

Frequent  flyers  to  Brazil  tell  us  how  much  they  look  forward  to 
our  consistently  exceptional  on  board  service.  To  them,  these  new 
VARIG  planes  just  mean  more  of  a  good  thing. 

So  the  next  time  you're  Brazil -bound,  treat  yourself  to  a  good 
thing  by  flying  VARIG,  the  number  one  airline  to  Brazil. 


THE  WORLD  CLASS  AIRLINE  OF  BRAZIL 
Since  1927 


Call  your  travel  agent  or  your  corporate  travel  planner  today. 


Guess 

Who OutselisThe 

Three  Leading 
Japanese  Competitors, 

Combined? 

It's  RCA. 

Does  that  surprise  you? 
It  hasn't  surprised  us. 

/n  fad,  for  the  post  four  consecutive  years,  more  Americans  have 
bought  RCA  color  televisions  than  any  other  kind. 
One  reason  may  be  an  RCA  innovation  called  "Full  Spectrum'.'  This 


remarkable  development  gives  you  a  TV  picture  that  processes  more  of  the 
television  signal  than  a  conventional  set.  And  gives  you  up  to  three  times  more 
resolution  of  certain  critical  colors. 

Another  reason  may  be  the  new  slimmer  design  that  lets  us  fit  a  25  inch 
diagonal  picture  in  a  space  normally  occupied  by  a  19  inch  television. 

And  now  there's  Dimensia,  a  completely  new  entertainment  system 
At  that  links  up  seven  separate  video  and  audio  components  and 
allows  you  to  operate  them  all  with  a  single  remote  control. 

Being  on  the  leading  edge  of  technology  isn't  exactly  a  position  we're 
unfamiliar  with.  When  NASA  went  to  Mars,  we  went  too,  sending  back  the  first 
live  television  transmissions  from  the  red  planet. 

And  very  soon,  two  new  high  powered  RCA  commu- 
nications satellites  will  be  orbiting  the  earth  that  will  allow  you 
to  receive  television  programs  on  an  antenna  one-quarter 
the  size  of  current  satellite  dishes. 

so  whether  it's  sending  television  signals  across  49,000,000  miles  of 
empty  space,  or  just  across  your  living  room,  you'll  find  RCA  is  one  of 
a  kind  in  electronics,  communications  and  entertainment. 


Ill  hjjl 


One 
Of  A  Kind 


1985  RCA  CORPORATION 


Forbes 


Annual 
Report  on 

American 
Industry 


January  13,  1986 
Volume  137 
Number  1 


56   The  Forbes  Yardsticks 

What  they  are.  What  they  measure.  How  to  use  them. 

212    Who's  Where  In  Growth 

How  1,004  companies  rank  in  sales  and  earnings  growth. 


58  Aerospace  and  Defense 

62  Air  Transport 

64  Apparel,  Shoes  and  Textiles 

67  Automotive 

72  Banks  and  Thrifts 

80  Beverages  and  Tobacco 

83  Chemicals 

109  Coal 


111  Communications  Media 

116  Computers  and  Electronics 

122  Construction 

128  Consumer  Products 

132  Diversified  Companies 

134  Electrical  Equipment 

136  Electric  Utilities 

142  Financial  Services 


Investing 

Industries 

38   Winning  Losers 

42   Florida  Orange  Juice 

Half  facetiously,  half  seriously,  we  reveal  a  simple  sys- 

First came  the  big  chill.  Now  comes  the  big  squeeze.  Is 

tem  that  would  have  outperformed  the  market  in  much 

nothing  safe  from  foreign  competition? 

of  the  past  half-decade. 

Companies 

Personal  Affairs 

41    Companies:  Mack  Trucks  272   Florida  Hotels 

If  it  survives  in  heavy  trucks,  it  can  thank  John  Curcio,  Overbuilt  again?  Don't  tell  that  to  those  who  have  bet 

who  helped  bring  Renault  in  and  is  challenging  the  UAW  hundreds  of  millions  on  spectacular  properties  from  Or- 

to  shape  up  or  ship  out.  lando  to  Naples  to  Miami. 


Departments 

Money  &  Investments 

Columnists 

6   Side  Lines 
10  Follow-Through 
16  Trends 
22    Readers  Say 
25    Fact  and  Comment 
28   Other  Comments 
31    Fact  and  Comment  II 

33  What's  Ahead  For 
Business 

34  The  Forbes  Index 
293    The  Forbes/Wilshire 

5000  Review 

297  Ben  Weberman 

298  Susan  Lee 
300    Ann  C.  Brown 
302    Srully  Blotnick 
304    David  Dreman 
306    Stanley  W.  Angrist 

309  Flashbacks 

310  Thoughts 


4 


226   Who's  Where  In  The  Stock  Market 

How  their  shares  performed. 

248    Who's  Where  In  Profitability 

Where  they  stand  in  return  on  equity. 


256    Who's  Where  In  The  Industry  Groups 

How  31  major  industries  and  93  subgroups  compare. 

260   Where  To  Find  The  Company 

An  index  to  the  1,004  companies  covered  in  this  issue. 


144 

Food  Processors 

180 

Natural  Gas 

150 

Food  Distributors 

186 

Oil 

154 

Health 

192 

Packaging 

160 

Heavy  Equipment 

196 

Paper 

166 

Industrial  and  Office  Services 

200 

Retailing 

170 

Insurance 

208 

Surface  Transportation 

174 

Leisure  and  Recreation 

210 

Telecommunications 

176 

Metals 

Marketing 

280  'Marketing:  Getting  Through  To  Mr.  Mom 

Pop  steps  in  as  Mom;  Mom  steps  out  as  jock.  Also: 
Selling  by  smell;  Detroit's  spoilers. 


Taxing  Matters  

286   Taxing  Matters:  A  Surprise  For  The  Raiders 

They  aren't  going  to  like  what  the  House  slipped  into  the 
tax  reform  bill.  Also:  The  argument  for  "flow  through," 
and  why  it  doesn't  hold  water. 


Numbers  Game 

288  Can  Accountants  Predict  The  Future? 

Just  about  everybody  involved  apparently  wants  them  to. 

On  The  Docket 

289  Who's  A  Financial  Planner? 

Anyone  who  says  he  is.  That  may  be  changing. 

Streetwalker 

290  If  You  Could  Pick  Only  One  

Last  year's  picks  did  okay.  Here  are  this  year's. 


Faces  Behind  the  Figures  

282  Louis  J.  Pearlman,  Airship  International  Ltd. 

282  William  T.  McCormick,  Consumers  Power  Co. 

283  Gideon  Gartner,  The  Gartner  Group 

283  Richard  R.  Colino,  Intelsat 

284  Joseph  S.  Tushinsky,  Marantz  Co.,  Inc. 
284  Willy  Bogner,  Willy  Bogner  GmbH 


January  13,  1986  Volume  137  Number  1  Forbes  |ISSN  0015  6914)  is  pub- 
lished biweekly  except  weekly  during  two  weeks  in  April,  two  weeks  in  September 
and  two  weeks  in  October,  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N  Y.  10011. 
Second-class  postage  paid  at  New  York,  N  Y.  and  at  additional  mailing  offices. 
Subscription  $42  a  year,  U.S.A.  Postmaster:  Send  address  changes  to  Forbes,  60  Fifth 
Ave.,  New  York,  N.Y.  1001 1.  Copyright  ©  1986  Forbes  Inc.  Title  is  protected  through 
a  trademark  registration  in  the  U.S.  Patent  Office. 

Forbes  does  not  supply  back  issues  or  copies  of  individual  articles  nor  can  it  provide 
information  on  the  contents  of  earlier  issues.  Photocopies  may  be  ordered  from 
University  Microfilms  International,  300  N.  Zeeb  Road,  Ann  Arbor,  Mich  48106. 
The  full  text  of  each  issue  of  Forbes  is  also  available  electronically  on  Nexis. 
Abstracts  of  selected  articles  or  issues  are  available  on  the  New  York  Times 
Infobank  (through  Nexis),  Dialog  and  Dow  (ones  News/Retrieval.  Information  on 
the  contents  of  issues  can  be  found  in  Readers'  Guide  to  Periodical  Literature  or 
Business  Periodicals  Index,  both  published  by  the  H.W.  Wilson  Co.  and  found  in 
most  libraries. 

Cover  illustration  by  Alan  Reingold 


FORBES,  JANUARY  13,  1986 


5 


Forbes 


Side  Lines 


Editor 

Iamis  W.  Michaels 


Managing  Editor 

Sheldon  Zalaznick 


Assistant  Managing  Editors 

James  Flanigan,  Lawrence  MinarcJ,  Christopher  M.  Byron 
Executive  Editors:  (ames  Cook,  Jefferson  Grigsby 
National  Editors:  jerry  Flint.  John  Merwin 
Special  Reports  Editor:  Geoffrey  Smith 
Economics  Editor:  Ben  Weberman 
Art  Director:  Everett  Halvorscn 

Senior  Editors:  Ruth  M.  Grucnber&  Howard  Rudnitsky,  John  A.  Conway, 
William  G.  Flanagan,  Stephen  Kindel,  Harold  Scneker,  Allan  Sloan, 
Jean  A.  Briggs,  Susan  Lee,  William  Baldwin,  Subrata  N.  Chakravarty, 
Steve  Kichen,  Richard  L.  Stem 

Contributing  Editors:  Richard  Phalon,  Dero  A.  Saunders,  Richard  Greene, 
Phyllis  Berman 

Associate  Editors:  Donald  E.  Zipperer,  Betty  Franklin,  Allan  Dodds  Frank, 

Gary  Slutsker,  Thomas  Jaffe 

Start  Writers:  Jeffrey  A.  Trachtenbcrg,  Ellen  Benoit,  Howard  Gold, 
Lisa  Gubemick,  Jack  Willoughby,  Alyssa  A  Lappen 

Reporters:  Laura  R.  Walbcrt,  Robert  Teitelman,  Jill  Andresky,  Laura  Saunders, 
Robert  McGough,  Christine  Donahue,  Richard  Behar,  Mark  Clifford,  Jeff  Bloch 
Senior  Reporter-Researchers:  Janet  Bamford,  Deputy  Chief; 
Merrill  Vaughn,  Christopher  Power,  Leslie  Pittel,  Francesca  Lunzer, 
Barbara  Kalien 

Reporter-Researchers:  Peter  Ncwcomb,  Mary  Kuntz,  Matthew  Schifnn, 
Richard  Morais,  David  Henry,  Catherine  Yang,  John  Hayes, 
Tatiana  Pouschine,  MicTiael  Ozanian,  Matthew  Heller,  Laura  Jereski, 
Ralph  King  Jr.,  Eva  Pomice.  Laurie  Root,  Eric  Schmuckler,  Kerry  Harmon, 
Edward  F.  Cone,  Rita  Koselka 

Washington  Bureau:  Howard  Banks,  Manager;  Janet  L.  Fix, 
Cristina  von  Zeppelin 

West  Coast  Bureau:  Kathleen  K.  Wiegner,  Manager;  Alex  Ben  Block, 
Marc  Beauchamp,  Ellen  Paris,  John  Heins 
Southwestern  Bureau:  Alan  M.  Field,  Manager;  Toni  Mack, 
Robert  H.  Bork  Jr.,  Lisa  M.  Keefe 

Midwestern  Bureau:  Barry  Stavro,  Manager;  Ruth  Simon,  Jan  Parr 
European  Bureau:  Marcia  Berss,  Manager;  Hesh  Kestin 
Pacific  Bureau:  Andrew  Tanzer,  Manager 

Columnists:  Stanley  W.  Angrist,  Srully  Blotnick,  David  Dreman, 
Ashby  Bladen,  Ann  C.  Brown,  Kenneth  L  Fisher 

Art  Department:  Roger  Zapke.  Ronda  Kass,  Robert  Mansfield,  Associate  Art 

Directors;  Andrew  Christie,  Charts;  Alexandra  Gregson,  Lauren  Stockbower, 

Photo  Editors;  Jessica  De  Witt,  Photo  Research 

Copy  Desk:  Marlene  Mandel,  Deputy  Chief; 

Gilda  M.  Roberts,  Dolores  Aksel,  Leopold  A.  Froehlich, 

Deborah  Markson-Katz,  Eugene  P  Berg,  Carol  Ferrari,  Hugo  Moreno; 

Barbara  Souza,  Robert  G.  Burks,  Timothy  Hailand 

Proofreaders:  Dolores  Guilhot,  Chief; 

Arthur  Abramowitz,  Deputy;  David  J.  Fleischmann,  Susan  R  Goldberg, 
Lynne  Tillman,  Charles  J.  Ober,  James  Neu 
Library:  Dolores  A.  Lataniotis,  Chief;  Clarita  Jones,  Assistant; 
David  Bernstein,  Reva  Moten,  Janet  M.  Coleman,  Research; 
Santiago  Alvarado,  Queenie  Flake,  Rose  Millar,  Martha  E.  Reid 
Statistics:  Donald  E.  Popp,  Editor;  Ann  C.  Oliver,  Associate  Editor; 
Melody  Wagstaff,  Brian  D.  Watman,  Long  Peng,  Eric  S.  Hardy 
Director  of  Production:  John  J.  Romeo, 

Robert  M  Rosengarten,  Edward  B.  Morgan,  Peter  Althoff,  Joseph  De  Gray, 

Lucille  Landi,  Jane  E.  Hartnett,  Steven  Schwartz,  Donald  Althoff,  Assistants 

Advertising  Production:  Patricia  Deckelnick 

Director  of  Photocomposition:  James  Cianelli, 

Mark  Decker,  Johnnie  English,  Shelley  Dell,  Arthur  Petz 

Director  of  Editorial  Information:  Raymond  F.  Healey  Jr. 

Chairman  and  Editor-in-Chief 

Malcolm  S.  Forbes 

President  and  Deputy  Editor-in-Chief 

Malcolm  S.  Forbes  Jr. 

Publisher 

 James  J.  Dunn  

Executive  Vice  President 

 Leonard  H.  Yablon 

Vice  President-Associate  Publisher:  Christopher  Forbes 

Vice  President-Administration:  Scott  R  Yablon 

Vice  President-Finance:  Seymour  Fried 

Vice  President-Controller:  Joel  B.  Redler 

Director  of  Advertising:  Stephen  G.  Nicoll 

Director  of  Corporate  Communications:  Wm  Donald  Garson 

Director  of  Circulation:  John  M  Thornton 

Director  EDP:  Jerome  Hoffman 

Director  MIS:  Neal  Squitieri 

Advertising  Representatives: 

New  York:  Donald  W.  MacDonald,  Eastern  Manager; 
George  C.  Clissold,  Consumer  Adv.  Manager; 
G.  Croft  Henry,  Financial  Adv.  Manager; 

Richard  Calkins,  Thomas  G.  Petersen,  Ellen  S  Dweck,  John  H.  Reock, 

Russell  Cherami,  Jonathan  A.  Stone,  Francis  R.  Brown, 

Arnold  J.  Prives,  Director,  Special  Projects 

Louise  M.  Guido,  Codirector,  Special  Projects 

Joseph  A.  Gutherz,  Codirector,  Special  Projects 

James  W.  LaCirignola,  Dir.,  Int'l.  Adv.,  The  Americas,  Asia,  Pacific 

Boston:  Nick  Carter,  Manager 

Atlanta:  Charles  S.  Thom  Jr.,  Manager 

Chicago:  James  H.  Mallon,  Midwest  Manager 

William  J.  Powers  Jr.,  David  C.  Nordhoff 

Philadelphia:  James  B.  Norton,  Manager 

Dallas:  Fred  H.  Wellington,  Manager 

Detroit:  Don  Dane,  Manager;  Barbara  Boyle 

Los  Angeles:  Jeri  Johnson,  Manager 

San  Francisco:  Richard  W  Reynolds,  West  Coast  Manager; 

Courtney  Compton,  Manager 

London:  Peter  M.  Schoff,  Director.  Int'l.  Adv. 

Corp.  Report  Updates:  Saiah  Madison 

Classified:  Linda  Loren 


PAID  CIRCULATION  OVER  720,000 


FOUNDED  1917  BY  B.C.  FORBES  (1880-1954) 


Patrick  McDonnell 


Where  the  action  is 

This  is  the  38th  Forbes  Report  on  American  Industry,  and,  like 
its  predecessors,  it  is  much  more  than  a  mere  collection  of 
statistics.  Painstakingly  put  together  by  Statistics  Editor  Don 
Popp  and  his  crew,  and  Senior  Editor  Steve  Kichen,  it's  a  mosaic 
from  which  emerges  an  accurate  and  dramatic  picture  of  the 
state  and  shape  of  the  U.S.  economy.  To  see  what  I  mean,. go 
back  a  decade  to  the  28th  survey  and  study  the  figures  for  profit 
growth.  Why  profit  growth?  That  is  the  single  Yardstick  that 
seems  to  have  the  biggest  effect  on  the  market.  Perhaps  more 
important,  it  tends  to  show  where  the  action  is. 

In  that  1976  industry  report,  the  construction  contractors 
industry  had  the  highest  five-year  earnings  growth,  14.7%. 
Energy  was  second  at  12.5%.  Half  of  the  top  ten  industries 
scored  on  the  basis  of  earnings  growth  were  industries  involved 
in  manufacturing  or  natural  resources.  Chemicals  were  tied  for 
fourth  place,  while  the  metals  group,  which  included  steel,  took 
seventh  place.  Do- 
mestic steelmakers 
were  doing  well;  they 
had  record  produc- 
tion years  in  1973  and 
1974.  Broadcasting, 
which  was  part  of  the 
leisure  industry,  was 
ranked  eighth  in 
1976.  Those  were  the 
golden  years  for 
heavy  industry. 

What  a  difference  a 
decade  has  made.  In  the  current  issue,  communications  media, 
which  includes  broadcasting,  is  in  first  place  for  earnings 
growth.  Oil,  chemicals,  metals  and  paper  (forest  products)  are 
nowhere  in  sight  among  the  top  ten.  Only  one  manufacturing- 
related  industry,  which  surprisingly  enough  turns  out  to  be  the 
apparel,  shoes  and  textiles  group,  places  in  the  top  ten  in  five- 
year  profitability. 

Surprise:  Electric  utilities  and  natural  gas  companies  are  now 
within  the  top  ten  for  earnings  growth.  A  reflection  of  the 
slowed  pace  of  inflation,  lower  fuel  costs,  more  generous  regula- 
tors and  smaller  construction  budgets. 

What  happened  to  the  leaders  of  ten  years  ago?  Second-ranked 
oil,  for  one,  is  now  27th  in  profitability.  The  once-champion 
construction  group  now  ranks  26th.  In  business,  as  in  other 
things,  the  only  permanance  is  change. 

Black  hole  in  Wall  Street 

My  colleague  Bill  Baldwin  discovered  a  big  hole  in  the  efficient 
market  hypothesis  the  other  day.  He  pointed  out  that  Texaco 
lost  $2.7  billion  in  market  value  within  a  month  of  that  Texas 
court  ruling  against  it  in  the  Pennzoil  case,  but  that  the  winner, 
Pennzoil,  gained  only  about  $600  million.  If  the  market  is  so 
efficient,  Bill  asks,  where  did  that  other  couple  of  billion  go? 
Only  half  kidding,  I  replied  that  it  was  probably  a  reserve  for 
what  the  lawyers  will  cream  off  the  two  companies. 


C^/ Editor 


NO  ARGUMENTS  about  Grand 
Wagoneer's  status  in  the  automo- 
tive universe.  It  is  a  one-of-a-kind. 
A  strange  and  magical  combination 
of  luxury  and  guts.  For  all  its  pres- 
tige and  creature  comforts,  it  is  still 
all  rip-snorting,  stump-pulling, 
head-for-the-hills  Jeep^  And 
Grand  Wagoneer  will  always  be 
that  way. 

ROOM  TO  MOVE,  POWER  TO 
SPARE.  Grand  Wagoneer  will 
hold  six  passengers  in  total  com- 
fort. And  its  optional  360  cubic  inch 
V-8  will  move  them  and  practically 
anything  else  worth  pulling  with 
little  or  no  sweat. 


INTERIOR  ACCOUTRE- 
MENTS. What  you  don't  find  on 
the  inside  of  a  Grand  Wagoneer, 
you  won't  need.  There  is  genuine 
leather  upholstery,  power  every- 
thing, a  premium  sound  system 
that  rivals  many  home  stereos,  and 
more  important,  a  behind-the- 


Wagoneer  Ltd 


wheel  confidence  you'll  be  hard- 
pressed  to  find  in  virtually  any 
other  kind  of  vehicle. 

SMOOTHER  RIDE,  EASIER 
4-WHEEL  DRIVE  SHIFTING. 

Grand  Wagoneer's  suspension  has 
been  redesigned  to  give  you  the 
smoothest  ride  and  handling  on- 
road,  off-road,  and  any  combina- 
tion thereof.  And  Grand  Wagoneer 
also  lets  you  shift-on-the-fly  into 
4-wheel  drive,  a  very  civilized  way 
of  dealing  with  any  kind  of  road 
surface  or  weather  conditions. 


OnlyinaJee 


BABY  GRAN 


WAGON EER  LIMITED  is  just  as 
luxurious  and  rambunctious  as  its 
big  brother.  Even  though  the  size 
is  a  bit  smaller,  the  demeanor  is 
still  the  same.  All  Jeep.  But  the 
contents  are  all  luxury.  Wagoneer 
Limited,  a  very  contemporary 
way  to  go,  no  matter  where  you 
plan  on  going. 

FOUR  DOORS  AND  FIVE 
PEOPLE.  A  smaller  size 
doesn't  necessarily  mean  not 
enough  room.  Wagoneer 
Limited's  four  doors  can 
give  five  adults  access  to 
an  interior  with  more  room 
and  luxury  than  they  will 


find  in  any  other  domestic  4-wheel 
drive  vehicle  in  its  class. 

THE  LEADER  IN  ENGINE 
VERSATILITY.  Wagoneer 
Limited  also  leads  the  competition 
with  a  wide  range  of  powertrain 
combinations.  There's  a  2.5  litre 
electronic  fuel-injected  four.  An 
optional  2.8  litre  V-6.  And  an  optional 
2.1  litre  inter-cooled  turbo-diesel,  the 
only  one  you'll  find  in  an  American- 
made  4x4. 


Wagoneer 


OFFICIAL.  This  year,  Jeep 
Wagoneer  has  been  named  as  the 
of7/c/a/  vehicle  of  the  National  Ski 
Patrol.  Not  bad  for  a  wagon  with 
all  this  luxury.  But  then  again, 
Wagoneer  is  still  all  Jeep. 


Safety  belts  save  lives. 


Available  for  purchase  or  lease  at  participating  Jeep 
dealers. 


Follow-Through 


David  Burnett/Contact 


Edited  by  John  A.  Conway 


Who  needs  bosses? 

Tlwo  years  ago,  with  women  run- 
ning almost  25%  of  13  million 
small  businesses  in  the  U.S.,  Forbes 
(Nov.  21,  1983)  reported  the  ventures 
and  adventures  of  nine  who  had  gone 
on  their  own  to  do  everything  from 
plumbing  to  coaching  bank  execu- 
tives. Here's  how  they  have  fared: 

Lane  Nemeth,  now  38,  started  her 
educational  toy  company  in  1977  in  a 
garage  in  Martinez,  Calif,  with  a  bor- 
rowed $25,000.  By  1983  Discovery 
Toys  had  sales  of  more  than  $20  mil- 
lion. A  former  day-care  center  direc- 
tor, married,  with  a  10-year-old 
daughter,  her  key  was  home  demon- 
strations. She  had  built  a  pyramid 
sales  force  of  7,000,  mostly  women, 
paying  them  26%  of  gross,  plus  cars, 
fur  coats,  vacations  and  jewelry. 

The  sales  force  has  now  topped 
12,000,  and  Nemeth  expects  1985 
sales  to  reach  $40  million.  The  com- 
pany has  a  line  of  about  100  toys, 


Lane  Nemeth 


changing  30  to  40  every  six  months. 
The  latest,  Marble  Works,  lets  kids 
build  their  own  marble  "run,"  com- 
plete with  paddle  wheels,  hills,  etc. 
At  $18.95,  Nemeth  predicted  sales  of 
60,000  but  has  already  sold  150,000. 
"It's  gone  bazoo,"  she  says. 

Nemeth  thinks  the  flow  of  new 
toys  can  build  her  business  within  15 
years  to  more  than  $500  million  a 
year  in  the  U.S.  and  the  same  over- 
seas. She  is  licensing  in  England  and 
test-marketing  joint  ventures  in  the 
Far  East.  Will  she  stay  private?  "By 
going  public,  I'd  make  a  lot  of  money, 
but  with  my  direct  sales  force,  I  al- 
ready have  a  public  to  answer  to,"  she 
says.  "And  I  don't  need  12  houses,  15 
cars  and  10  fur  coats." 

Linda  Richardson  is  still  glad  she  took 
a  second  shot  at  her  marketing  train- 


ing program  for  banks.  She  had  par- 
layed seven  years  in  education — three 
as  principal  of  a  high  school  for  New 
York  City  dropouts — and  a  couple  of 
years  at  Manufacturers  Hanover  into 
her  own  business,  The  Richardson 
Group.  After  moving  to  Philadelphia 
with  her  radiologist  husband,  she  sold 
out  to  the  Hay  Group  there  in  1980. 
Then,  missing  her  autonomy,  she 
bought  it  back.  By  1983  she  had  12 
clients  and  $1  million  in  fees. 

Business  has  gotten  even  better 
since.  Her  35  clients  include  banks 
like  Chase  Manhattan  and  such  in- 


!  Slrongin 


Linda  Ridmrdson 


vestment  houses  as  Morgan  Stanley 
and  Dreyfus.  Her  staff  has  grown  from 
10  to  30,  and  annual  billings  have 
nearly  tripled,  to  $2.5  million.  Most  of 
the  15%  profit  still  goes  back  into  the 
business.  "We  are  not  actors  or  ac- 
tresses," she  says.  "The  customer 
knows  we  will  not  let  him  down." 

With  a  borrowed  $100,000,  Diana 
Guetskow,  the  German-born  daugh- 
ter of  Polish  refugees,  started 
Netword,  Inc.  in  a  Washington.  D.C. 
suburb  as  one  of  the  Postal  Service's 
carriers  of  electronic  mail.  She  took  it 
public  in  1983,  netting  $2.7  million. 

By  June  of  1984  Netword  was  break- 
ing even.  Then,  that  very  month, 
came  a  body  blow.  The  Postal  Service 
discontinued  the  moneylosing  elec- 
tronic mail  system.  When  it  folded 
last  September,  and  no  one  else  would 
buy  it,  Guetskow  and  her  husband, 
Daniel  (who,  she  said  in  1983,  "pro- 
vided the  technical  brilliance"),  did  it 
themselves.  Using  purchase  and  lease 
financing,  they  bought  $5.5  million 
worth  of  post-office  mail-processing 
gear  for  less  than  $250,000. 

Netword  is  still  in  business,  but 
times  are  lean.  The  staff  has  shrunk 
from  20  to  10,  and  the  stock  from 
$1.25  to  about  40  cents.  Still,  Diana  is 
optimistic.  Netword,  she  says,  has  the 
knowhow  and  technology  and, 
through  husbanding  its  resources, 


Diana  Guetskow 


enough  financial  backing.  (Net  assets 
in  the  third  quarter  of  1985  were  more 
than  $2  million,  she  says.) 

"I'm  the  classic  story  of  someone 
who  had  to  fight  adversity  at  a  young 
age  and  find  an  inner  strength,"  Diana 
said  two  years  ago.  She'll  need  it. 

Twenty-three  years  ago  Joan  Helpem 
complained  to  her  new  husband  that 
shoes  categorized  women  as  sex  ob- 
jects, a  thought  repugnant  to  one  who 
had  spent  her  working  life  in  acade- 
mia.  David  Helpern  was  in  the  shoe 
business,  so  he  asked  his  psychologist 
wife  to  design  her  own.  The  two  set 
up  shop  in  Harvard  Square  in  the  mid- 
Sixties.  Her  first  creation — a  lady's 
oxford — by  1983  was  one  of  600  de- 
signs offered  by  Joan  &.  David  Helpern 
Inc.  Sales  topped  $50  million. 

Helpern,  59  and  the  mother  of  two, 
still  spends  six  months  a  year  in  Italy 
supervising  work  at  21  factories  under 
contract.  "Business  is  up,  and  better," 
she  says,  "and  we're  expanding  into 
other  areas."  These  include  clothing, 
handbags,  belts,  luggage  and  men's 
boots  and  shoes.  Besides  three  free- 
standing stores  in  New  York  and  three 
manufacturers'  outlets,  Helpern,  Inc. 
has  nearly  80  leased  shoe  boutiques  in 
other  stores.  Sales  last  year  were  more 
than  $60  million.  (The  Helperns  also 
sell  in  1 2  countries  overseas,  including 
Australia,  Singapore,  Hong  Kong, 
France,  Switzerland  and  Germany.) 

At  $70  to  $400  a  pair,  "We're  very 
underpriced  for  what  we  offer,"  Hel- 
pern says.  The  company  keeps  prices 
down,  she  says,  largely  because  it  con- 
trols its  own  design,  manufacturing, 
wholesaling  and  retailing.  An  ad- 
mitted workaholic,  Joan  Helpern  has 
a  hand  in  it  all.  "Shoes  are  my  hobby, 
my  advocacy,  my  therapy,"  she  says. 


Mc'Nally/W'heeler  Piclu 


Joan  Helpem 
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We  won't  abandon  you. 


Hit  and  run.  A  common  practice  among 
many  office  equipment  companies.  They  hit 
on  you  for  a  sale.  You  watch  them  make 
tracks  after  it's  over. 

The  sad  fact  is  large  companies  have  a 
habit  of  losing  interest  once  they've  made  a 
conquest.  A  small  shop,  on  the  other  hand, 
may  have  the  best  intentions.  They're  just 
spread  a  little  too  thin. 

At  Monroe  we  believe  total  customer 
service  doesn't  end  with  installation.  Other 
office  equipment  companies  use  free-lance 
installers.  Their  job  is  over  when  they  walk 
out  the  door.  But  a  Monroe  installer  is  one  of 
us.  And  is  responsible  to  us.  Moreover,  he's 
been  rigorously  trained  to  know  the  machine 
upside  down,  inside  out,  backwards  and 
blindfolded. 

After  that,  person-to-person  demonstra- 
tions on  how  to  operate  the  equipment.  In  a 
little  while  we'll  stop  in  again.  For  feedback,  a 
little  positive  reinforcement,  maybe  some 
suggestions. 


Service,  Service,  Service,  Service,  Service,  Service,  Service,  Service,  Service 

«  1985  MONROE,  MONROE  SYSTEMS  FOR  BUSINESS  and  the  "M-STAR"  Logo  are  trademarks  of  Monroe  Systems  lor  Business.  Inc. 


If  the  machine  should  ever  need  repairs, 
again  it  will  be  a  trained  Monroe  person  who 
services  it. 

Whether  it's  a  copier,  calculator, 
accounting  machine  or  microcomputer,  it  all 
adds  up  to  total  customer  service.  That's 
the  extra  part  you  get  with  every  piece  of 
Monroe  office  equipment. 

We  have  over  190  sales  or  service 
offices.  For  the  one  nearest  you  call 
800-526-7843  ext.  444.  In  New  Jersey  call 
800-522-4503  ext.  444. 

When  you're  with  us, 
we're  with  you. 


MONROE 
SYSTEMS 
FOR 

BUSINESS 


TM 


"It's  been  an  interesting  few  years, 
competing  in  a  male  engineering 
world,"  says  Sandra  Hunt,  the  only 
one  of  Forbes'  original  nine  answer- 
ing to  a  boss.  She  founded  a  biological 
testing  business  in  1972.  Three  years 
ago,  with  $1  million  in  sales,  she  sold 
it  to  Professional  Service  Industries, 
Inc.,  a  Chicago-based  conglomerate  of 
57  laboratories.  Now  she  runs  six  PSI 
labs  and  will  open  two  more  this  year. 
With  a  boss,  Hunt,  40,  can't  give  out 
numbers  except  to  say  that  her  profits 
rose  12%  last  year,  to  rank  third  on 
PSI's  roster.  "My  entrepreneurial  in- 
stincts are  pretty  good,"  says  Hunt, 


Sandra  Hunt 


still  based  near  Dallas.  "But  I  tell  you, 
these  engineers  analyze  everything." 

PSI  will  drop  the  archaeological  sur- 
veying business,  which  Hunt  man- 
aged. It's  a  nice  market,  with  laws 
requiring  surveys  of  building  sites  to 
help  save  relics,  "but  we've  got  to 
compete  with  the  universities  and  the 
Smithsonian  and  other  museums, 
which  don't  pay  taxes,"  says  Hunt. 
"The  profit  margins  are  just  too 
slim."  But  she  had  to  persuade  her 
boss.  "I've  never  sold  my  ideas,"  she 
says.  "Now  I  have  to.  I'm  learning." 

Donna  Jeanloz  came  to  Millers  Falls, 
Mass.  by  way  of  Africa  (where  she  and 
her  husband  Claude  were  in  the  Peace 
Corps)  and  Quebec  (where  he  was  a 
manufacturing  consultant).  Settled  in 
New  England,  she  hit  on  the  idea  of 
selling  hardware  for  renovated 
houses.  By  1983  Renovator's  Supply 
was  the  biggest  mail-order  seller  in 
that  business,  with  $10  million  in 
sales,  a  string  of  retail  stores  and  a 
quarterly  magazine,  Victorian  Homes, 
plugging  reproductions  of  door  knock- 
ers, faucets  and  weather  vanes. 

Donna  is  still  very  active  in  the 
business,  which  has  gone  "kind  of  up 
and  down"  since  1983  but  is  holding 
its  own.  The  Jeanlozes  deliberately 
keep  volume  down  to  increase  profit- 
ability, but  they  remain  the  largest 
seller  of  reproduction  hardware  in  the 
U.S.  Total  sales  in  1985  are  expected 
to  be  $13  million,  about  $1.6  million 
to  $2  million  of  it  from  two  other 
mail-order  companies  they  acquired. 

With  circulation  of  70,000,  Victori- 
an Homes  is  doing  well  and  the  retail 


Donna  Jeanloz 


shops  have  gone  from  5  to  16.  "The 
main  thrust  of  our  business  remains 
the  same,"  says  Donna,  adding  that 
there  are  no  present  plans  for  diversi- 
fication or  expansion.  The  Jeanloz 
household  reflects  that  philosophy. 
Two  years  ago  Donna  took  her  two 
children  to  the  office  and  did  her  own 
housework.  Today  the  kids  join  their 
mother  after  school,  but  a  housekeep- 
er comes  three  days  a  week. 

Naomi  Friedman  of  Oakland,  Calif, 
wrestled  with  wrenches  for  four  years 
before  she  won  her  license  as  a  plumb- 
ing contractor  in  1979.  Today  she  is 
still  going  strong,  with  one  full-time 
employee  (female)  and  400  clients. 
Slim,  5-foot-2  and  unmarried,  she  re- 
members a  rocky  start  when  plumb- 
ing unions  totally  ignored  her.  (To 
learn  the  trade  she  worked  without 
pay  for  an  independent  plumber.) 
That  is  all  behind  her.  Her  business 
has  improved  steadily,  and  she  has 
had  no  trouble  with  union  competi- 
tors. (She  also  remembers  that  the 
unions  made  it  possible  for  her  to 


Naomi  Friednuin 


charge  $35  an  hour.) 

Friedman  shuns  commercial  jobs. 
"There's  no  profit  in  the  big  stuff," 
she  says.  Her  clients  range  from  mul- 
tiple dwellings  to  single-family 
homes,  and  the  result  has  been,  in  her 
words,  "a  dramatic  increase  in  money 
and  a  dramatic  reduction  in  stress." 

Barbara  Gardner  Proctor  is  a  woman 
from  North  Carolina  who  was  fired 
from  an  advertising  agency  for  refus- 
ing to  work  on  campaigns  she  found 
distasteful.  In  1970  she  marched  into 
the  Small  Business  Administration 
and  walked  out  with  a  loan,  with  her- 
self as  collateral.  With  it,  she  started 
Proctor  &  Gardner  Advertising  in 


Chicago  (the  partner  is  mythical, 
named  for  her  ex-husband).  By  1983 
she  had  $12  million  a  year  in  billings, 
with  clients  like  Alberto-Culver, 
Sears,  Kraft  and  Jewel  supermarkets. 

But  in  1985  the  company  did  only 
an  estimated  $8.5  million  after  losing 
Alberto-Culver.  It  did  gain  Common- 
wealth Edison  and  Jeffrey  Martin  (To- 
pol,  Porcelana),  but  they  apparently 
did  not  make  up  for  the  loss.  "That's 


Barbara  Gardner  Proctor 


business,"  says  an  agency  spokesman. 
"You  win  some  and  you  lose  some." 

In  1983,  Mary  Farrar  had  two  Kansas 
City,  Kans.  building  firms — System 
Erectors  Inc.  and  Hallmark  Construc- 
tion. A  woman  among  the  hardhats, 
she  had  learned,  was  no  big  deal.  "I 
didn't  set  out  to  storm  the  world,"  she 
said  then.  "They  just  think  I'm  one  of 
the  fellows."  She  had  started  in  1978 
after  her  five  children  were  off  to 
school  and  her  boss  refused  to  let  her 
buy  his  steel  firm.  By  1983  her  total 
sales  were  $6  million. 

Those  figures  haven't  changed 
much  since,  and  Farrar,  now  45,  has 
weathered  tough  times.  During  the 
building  slump,  she  laid  off  workers 
and  for  six  months  took  no  salary. 

At  that,  she  has  been  lucky.  The 
half-dozen  Kansas  City  companies 
she  considered  her  direct  competitors 
in  pre-engineered  building  systems 
are  no  longer  around. 

But  times  are  looking  up  and  Farrar 
is  profitable  again.  "There's  a  boom  in 
Kansas  City  and  that  has  helped  even 
smaller  companies  to  grow  and  be 


Mary  Farrar 


more  prosperous.  I  could  go  to  work 
for  somebody  and  be  just  as  well  off. 
But  for  most  of  us  who've  owned  our 
own  business,  that's  not  an  option." 
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"You  don't  keep  a  client  17  years 
by  losing  money  for  him'.' 


How  does  Mike  Nadler  build  client  relationships 
that  last  for  decades? 

"It  takes  more  than  just  making  you  money  on 
investments,"  says  the  veteran  Merrill  Lynch 
Financial  Consultant.  "It  also  takes  a  total  financial 
strategy  that  works  for  you. 

"So  I  start  by  sitting  down  with  any  new  client 
and  listening.  What  are  your  financial  goals? 
Do  you  need  growth  or  income?  How  much  risk 
are  you  comfortable  with?  And  where  do  you 


Mike  Nadler 
Merrill  Lynch  Financial  Consultant 

stand  on  the  basic  financial  needs— asset  manage- 
ment, credit  management,  insurance,  tax 
minimization?" 

Mike's  in  a  position  to  suggest  the  best  solu- 
tions and  investment  strategies  to  his  clients 
because  he's  got  all  the  resources  of  Merrill  Lynch 
to  draw  on. 

Put  a  Mike  Nadler  and  Merrill  Lynch  to  work  for 
you.  Phone  1-800-637-7455  Ext.  3333  for  the  Merrill 
Lynch  office  nearest  you. 


More  resources,  better  solutions. 

They  make  Merrill  Lynch  people  a  breed  apart. 


Merrill  Lynch 


ConCentrx 
Seating  from 


Supporting 
humanity, 
in  an  age  of 
technology. 


In  the  electronic  office, 
human  beings  work  at 
computer  pace.  For  them, 
sitting  down  is  anything 
but  sitting  still. 

ConCentrx™  Seating  has 
become  something  of  a 
standard  in  this  technical 
environment.  Because  it 
responds  so  well  to  human 
needs.  Adjusting  quickly 
and  easily  to  a  wide  range 
of  individuals.  Surrounding 
them  with  ergonomically 
sound  comfort.  Following 
and  supporting  their 
every  move. 


In  an  era  where  nano- 
seconds count,  ConCentrx 
dynamic  response  can 
mean  up  to  40  minutes  of 
extra  productivity  per 
worker  per  day.  ConCentrx 
even  has  comforting  news 
for  computers— our  new 
ElectroStatic  Discharge 
option. 

For  more  good  news 
about  ConCentrx  Seating, 
contact  your  Steelcase 
Dealer  or  Steelcase  Regional 
Office.  Or  dial  toll-free 
1-80.0-447-4700.  Steelcase  Inc., 
Grand  Rapids,  MI  49501. 


The  Office  Environment  Company 


Trends 
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After  the  ball 

Tlhe  toughest  slot  to  fill  at  any  busi- 
ness convention  is  the  wrap-up 
speaker,  the  one  who  steps  to  the  po- 
dium when  the  attendees  are  either 


pany  Thomas  Edison  founded.  GE 
was  one  of  five  firms  that  put  together 
RCA  in  1919  at  the  request  of  Presi- 
dent Woodrow  Wilson,  who  wanted 
to  safeguard  a  U.S.  role  in  the  new 
broadcasting  technology.  The  three 
notes  of  the  chimes  that  make  up 


Manager  Martin  explains  a  point 
Can  a  big  name  keep  them  in  their  seats? 


numb,  hung  over  or  fighting  to  pay 
hotel  bills  and  sprint  to  the  airport. 
For  this  thankless  job,  convention  im- 
presarios have  been  favoring  "out- 
look" forums,  with  one  or  more  big- 
name  economists  peering  into  the  fu- 
ture. A  new  ploy  is  the  sports 
personality.  At  December's  Securities 
Industry  Association  meeting  in  Boca 
Raton,  Fla.,  for  example,  Billy  Martin, 
the  once  and  maybe  future  manager  of 
the  New  York  Yankees,  talked  about 
baseball  players  and  his  dugout  deal- 
ings with  them.  Earlier,  at  a  private 
meeting  of  PaineWebber  Capital  Mar- 
kets Group  officers,  Arnold  (Red) 
Auerbach,  president  of  the  Boston 
Celtics  basketball  team,  drew  paral- 
lels between  athletic  and  corporate 
teamwork.  In  February,  when  the 
American  Bankers  Association  Bank 
Investment  division  holds  its  meeting 
in  New  Orleans,  Lou  Holtz,  who  is 
moving  from  Minnesota  to  Notre 
Dame  as  head  football  coach,  will  give 
a  talk. 


GE's  musical  trademark 

W'  hen  and  if  General  Electric  takes 
over  RCA  and,  with  it,  the  Na- 
tional Broadcasting  Co.,  it  will  be  in 
one  sense  closing  a  circle  for  the  com- 


NBC's  trademark  are  G,  E  and  C,  an 
audible  acronym  for  General  Electric. 
GE  will  own  them  again  if  it  succeeds 
in  acquiring  RCA  for  a  proposed  $6.28 
billion,  a  combination  that  will  pro- 
duce an  electronics  giant  with  sales  of 
more  than  $40  billion. 


Dial  T  for  taxation 

Despite  the  trouble  it  had  getting 
its  computers  to  handle  the  100 
million  returns  filed  in  1985,  the  IRS 
plans  to  add  a  new  phase  to  the  sys- 
tem this  year.  The  Service  will  test 
electronic  filing  for  individual  taxpay- 
ers in  three  metropolitan  areas,  using 
seven  tax  preparation  companies,  in- 
cluding Beneficial  Tax  Centers,  Peat 
Marwick,  H&.R  Block  and  Deloitte, 
Haskins  &  Sells.  The  tests  will  be  in 
Phoenix,  Cincinnati  and  the  Raleigh- 
Durham-Fayetteville  area  of  North 
Carolina.  The  preparers  will  work  up 
the  taxpayer's  return  for  their  usual 
fee.  Then,  for  another  $15,  they  will 
transmit  it  to  IRS  computers  via  tele- 
phone lines.  The  IRS  plans  to  add  sev- 
eral more  areas  in  1987  and  by  1990 
hopes  to  go  nationwide.  Several 
states,  including  New  York  and  Cali- 
fornia, are  interested  in  the  system  for 
their  own  tax  collecting.  Eventually 


the  IRS  wants  to  let  taxpayers  file  via 
personal  computer,  says  Carolyn  But- 
tolph,  project  officer,  but  that  is  at 
least  four  years  off.  One  problem  with 
the  personal  computer  will  be  to  ver- 
ify signatures  and  paperwork.  The  tax 
preparers  can  do  this,  but  without 
them,  Buttolph  says,  "it  would  be  ex- 
tremely easy  to  defraud  the  govern- 
ment." The  IRS  expects  to  save  at 
least  twice  the  new  system's  costs. 
(For  one  thing,  no  envelopes  have  to 
be  opened.)  The  gain  for  taxpayers? 
Refunds  up  to  three  weeks  earlier, 
possibly  within  three  to  four  weeks 
after  filing. 


A  global  view 

High-yield,  high-risk  junk  bonds 
have  been  causing  qualms  around 
the  Federal  Reserve  Board,  which  is 
worried  about  the  growth  of  corporate 
debt  and  other  such  cosmic  issues, 
but  they  still  have  supporters  in  high 
places.  Among  the  consistent  buyers 
of  junk  bonds  is  the  pension  fund  of 
the  World  Bank  or,  more  formally,  the 
International  Bank  for  Reconstruc- 
tion and  Development. 


Deutschland  in  space 

W.  est  Germany's  aerospace  re- 
search agency,  Deutsche  Forsch- 
ungs  Versuchsanstalt  fur  Luft-  und 
Raumfahrt,  handed  $65  million  to  the 
U.S.  government  for  a  seven-day 
flight  of  the  space  shuttle  Challenger 
in  November,  the  first  time  anyone 
has  purchased  an  entire  flight.  The 
purpose:    to   conduct  experiments, 


The  Challenger  blast-off 
Help  wanted. 
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some  in  a  space  lab  built  by  the  Euro- 
pean Space  Agency  and  carried  in  the 
ship's  cargo  bay.  The  irony  is  that 
Germany,  lord  of  rocketry  during 
World  War  II,  couldn't  muster  a  team 
for  the  Challenger  mission  on  its  own. 
After  VE  Day,  the  German  rocket 
teams  were  taken  over  by  the  U.S.  and 
the  U.S.S.R.  So  the  Germans  turned  to 
a  small  Houston  firm,  Hernandez  En- 
gineering, to  develop  the  training  pro- 
gram for  its  three  scientists  and  two 
NASA  mission  specialists  for  the  trip. 
Hernandez,  owned  by  a  brace  of  for- 
mer NASA  engineers,  also  handled 
liaison  with  the  Johnson  Space  Center 
in  Houston.  "We  have  only  a  few  peo- 
ple in  Germany  with  experience  relat- 
ed to  such  space  flight  activities," 
says  Wolfgang  Wyborny,  a  director  of 
DFVLR's  preparations.  "We  needed 
outside  support." 


Counselor,  heal  thyself 

Iawyers,  the  masters  of  pro  and  con, 
Irank  with  the  nation's  best  inves- 
tors. Right?  Wrong.  The  average  U.S. 
attorney's  household  income  is 
$118,500,  but  an  executive  with  the 
same  income  is  far  better  at  financial 
planning,  says  Keith  Wingad,  a  Min- 
neapolis attorney  and  financial  plan- 
ner. Lawyers  waste  too  much  time 
assessing  an  investment  and  so  often 
end  up  too  late  or  plain  wrong,  he 
says.  In  an  article  planned  for  the  ABA 
Journal  1986 Financial  Planning  Guide, 
Wingad  says  they  usually  put  too 
much  money  in  tried-and-true  paper 
like  certificates  of  deposit  and  govern- 
ment bonds.  Why?  They  are  cautious 
and  work  too  hard,  he  says.  "They 
have  also  seen  too  many  clients  hurt." 
Attorneys  are  poor  at  other  financial 
planning,  too.  Among  specialists  in 
accident  liability  cases,  Wingad  esti- 
mates 30%  lack  proper  liability  insur- 
ance. Most  attorneys  also  either  have 
outdated  wills  or  none  at  all,  he  adds. 
And  while  most  carry  life  insurance, 
they  usually  lack  disability  coverage, 
a  grave  error,  he  thinks,  because  the 
chances  of  being  disabled  before  age 
54  are  much  higher  than  those  of  dy- 
ing. Worst  offenders  are  young  attor- 
neys struggling  to  become  partners. 
Some  should  consider  changing  ca- 
reers, Wingad  notes.  But  then,  attor- 
neys are  terrible  advice  takers:  "They 
are  too  busy  giving  it." 


Campus  seal  of  approval 

Tlhe  old  college  seal  is  becoming  big 
business.  At  least  95  schools  across 
the  country  now  license  their  names 


E    L    E    G   A    N  C 

WITH  A  PURPOSE 


In  the  heart  of  Downtown 
Houston,  across  from  the  Texas  Commerce  Tower, 
Pennzoil  Place  and  Republic  Center  Everything  an 
executive  needs,  proximity  to  the  business  center,  telex, 
three  or  four  telephones  in  each  room,  24-hour  room 
service.  Elegant,  yes  —  but  for  a  good  business  purpose. 
Downtown  Houston  s  personal  hotel. 


iLANCASTER 


701  Texas  Avenue  •  Houston,  Texas  77002  •  713/228-9500 
Outside  Texas  1-800-231-0336  •  Telex  790-506 
In  Texas  1-800-392-5566 


'Every  time  I  think  about  the  cost 
of  office  automation,  I  see  red." 


"Call  Hams.  They'll  keep 
you  in  the  black." 


FOR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  information  on  how  Harris  office  automation  systems 
can  give  you  a  better  bottom  line,  call  1-800-4-Harris,  Ext.  21. 
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20  MINUTES 
EVERY  OTHER  MY 

TO  TOTAL  FITNESS* 


ONLY  THE  SCHWINN  AIR-DYNE 
EXERCISES  BOTH  UPPER  AND 
LOWER  BODY  SIMULTANEOUS- 
LY OR  SEPARATELY. 

Ordinary  stationary  bicycles 
can 't  do  what  the  Schwinn  Air- 
Dyne  does  so  well:  provide  upper 
as  well  as  lower  body  exercise. 
You  can  use  the  unique  moving 
hand  levers  to  tone  and  build  arm, 
shoulder,  back  and  stomach  mus- 
cles. Use just  the  pedals  to  exercise 
your  legs,  thighs  and  hips.  Or  use 
both  together  to  enjoy  the  benefits 


TOTAL  BODY  INVOLVEMENT 
ADDS  TO  CARDIOVASCULAR 
BENEFITS. 

Research  proves  that  the 
cardiovascular  benefits  of  ex- 
ercise are  enhanced  when  the 
entire  body  is  involved.  The 
Schwinn  Air- Dyne  is  designed 
to  provide  total  body  exercise.  Even 
a  moderate  effort,  performed  on 
a  consistent  basis,  can  help  you 
achieve  the  sense  of  well-being 
associated  with  cardiovascular 
fitness.  ^Jrn^S 
MEASURE 
YOUR  WORKLOAD, 
MONITOR  YOUR 
PROGRESS. 

Schwinn  s  Air- 
Dyne  is  a  precision 
ergometer.  A  built-in 
digital  timer  and 
workload  indicator 
enable  you  to  measure 
your  performance  in  a 
given  time.  These 
instruments  can 
help  you  avoid 
overexertion  at 
the  start,  and 
measure  your  im- 
provement on  a 
continuing  basis. 


THE  EFFICIENT  WAY  TO 
TOTAL  FITNESS. 

Because  the  Schwinn 
Air-Dyne  is  so  effi- 
cient, virtually 
anyone  can 
spare  the  time  it 
takes  to  achieve 
and  maintain 
total fitness. 
Twenty  min- 
utes of  actu- 
al workout 
time  every 
other  day  is 
all  it  takes.  You  can 
work  out  as  much  as  you  like,  in 
the  convenience  of  your  own  home, 
whatever  the  weather. 

BACKED  BY  SCHWINN'S  "NO- 
TIME-LIMIT"  WARRANTY. 

The  Air-Dyne  is  backed  by  the 
famous  Schwinn  '  'No- Time- Limit 
warranty.  Details  available  at 
your  Schwinn  dealer. 

FULLY  ASSEMBLED, 
READY  TO  RIDE  AT 
YOUR  AUTHORIZED 
SCHWINN  FULL-SERVICE 
DEALER. 

CALL  TOLL-FREE 
1-800-228-2220 


In  Nebraska:  1-800-642-8788 


of a  total  workout  unmatched  for 
efficiency. 


SCHWINN  Air-Dyne 

The  ultimate  fitness  machine. 


For free  brochure,  write  Excelsior  Fitness  Equipment  Co..  6lSLandwebrRd..Nortbbrook.lL60062- AScbuinnCotnpany 


for  everything  from  the  traditional 
pencils  and  stationery  to  items  like 
Ivy  League  panty  hose,  toilet  seats, 
golf  balls  and  sneakers.  The  annual 
take  comes  to  an  estimated  $750  mil- 
lion at  retail,  according  to  Steve 
Crossland,  president  and  chief  execu- 
tive of  International  Collegiate  Enter- 
prises, Inc.  in  Los  Angeles.  In  a  joint 
venture  with  Collegiate  Concepts, 
Inc.,  his  firm  paid  $2.5  million  in  roy- 
alties to  72  colleges  and  universities 
last  year,  up  from  zero  in  1982,  and 
Crossland  says  the  potential  is  much 
higher.  Companies  like  Nike  are  get- 
ting into  the  act,  he  says,  and  some 
schools  are  even  looking  into  licens- 


Steven  Brown 


Alma  mater's  offspring 
The  old  college  try. 


ing  financial  products  like  mutual 
funds.  The  potential  business  is  so 
great,  in  fact,  that  there  is  already  a 
piracy  problem.  Ohio  State  Universi- 
ty, which  licenses  300  manufacturers 
and  studiously  hunts  for  anyone  using 
its  seal  on  unauthorized  products,  es- 
timates some  $2.25  billion  worth  of 
products  that  ought  to  be  licensed  by 
universities — but  are  not — are  sold 
each  year.  Ohio  State  may  net 
$120,000  in  royalties  this  year — not 
much,  but  enough  to  pay  scholarships 
for  more  than  20  students. 


The  key  to  a  successful  business  park 
isn't  all  business. 

It's  all  the  extras  you  get  at  Miami  Lakes  Business  Park— like  golf, 
the  Athletic  Club,  restaurants,  lounges  and  Main  Street 
shopping  that  help  you  unwind  after  a  hard  day  of  work. 

Another  reason  why  the  park  is  so  successful  is 
its  newest  and  most  exciting  addition,  Governors 
Square.  Built  on  a  46-acre  lake,  Governors  Square 
offers  serene  lake  views  from  its  many  corner 
offices— An  incomparable  working  environmenL 

So,  move  your  business  to  Miami  Lakes 
Business  Park  today  and  watch  it  grow  in  this 
unique,  healthy  and  invigorating  environment. 

Miami  Lakes  Business  Park, 6843  Main  SL, 
Miami  Lakes,  FL  33014,  (305)  821-1130. 


Governors  Square.  Miami  Lakes  Business 


'You  mean  the  Harris  office  automation 
system  is  compatible  with  IBM?" 


'Goes  together  like  prime  rib 
and  Yorkshire  pudding." 


The  head  of  the  class 

Wi  MIT  means  engineers,  Big  Ten 
K  colleges,  football,  and  California 
schools,  golden  girls  and  boys,  which 
campuses  are  famous  for  accoun- 
tants? To  find  out,  Arthur  Bowman, 
editor  of  the  Atlanta-based  newsletter 
Public  Accounting  Report,  polled  144 
university  accounting  department 
chairmen  to  rate  the  schools  with  the 
best  undergraduate  programs.  Schools 
got  five  points  if  picked  as  number 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  details  on  how  Harris  information  systems 
fit  in,  call  1-800-4-Harris,  Ext.  21. 
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COMPAQ  PORTABLE 
FROM  COMPUTERLAND. 
LESS  CASH.  MORE  CARRY. 
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THE  COMPAQ  PORTABLE 

Who  says  you  cant  take  it  with  you?  The  COMPAQ"  Portable  offers  all  the  capabilities 
of  a  desktop  computer  and  it  travels  anywhere.  Your  ComputerLand*  store 
offers  seasoned  professionals  to  help  you  put  your  COMPAQ  Portable  to  work 
today  In  your  office.  In  someone  else's  office.  On  a  sales  call.  Or  at  home.  It's  a 
basic  portable  with  the  power  to  make  you  more  productive,  thanks  to: 
•  Compatibility  with  thousands  of         •  Full  scale  memory  of  128  Kilobytes 
programs  written  for  the  IBM®  PC  and      (RAM)  expandable  to  640  Kilobytes 


IBM H  PC/XT™ 

•  Flexibility  to  configure  your  own 
system  with  three  frill  size  expansion 
slots 


•  Shock  mounted  diskette  drives  for 
durability 

•  Single  high- resolution  text  and 
graphics  monitor 

Let  your  nearby  ComputerLand  store  show  you  why  COMPAQ  is  the  worlds  best 
selling  IBM-compatible  portable.  And  why  ComputerLand  value  makes  us  best- 
sellers, too. 

ComputerLand 

The  one  thine  ■  to  know  about  computers:1' 


C, 1985  ComputerUnd  Gyration  Compr indisa  registered  service  mark  of  CompuierUnd  Corporation  The  one  thing  to  know  about  computers  is  a  service  mark  of  ComputerUnd  Corporation 
UUMI AQ  is  a  registered  trademark  Of  COMPAQ  I  irnputer  Corporation.  IBM  is  a  registered  trademark  and  IBM  Personal  Computer  XT  is  a  trademark  of  International  Business  Machines  Corporation 


one,  four  for  number  two,  etc.  The 
winners,  by  wide  margins,  were  the 
University  of  Illinois,  with  275 
points,  and  the  University  of  Texas, 
with  267.  Third  was  Michigan,  with 
80  points.  The  voting  by  rank  was 
equally  top-heavy.  Illinois  was  the 
first  choice  for  18%  of  the  respon- 
dents. Texas  got  17%  and  Michigan 
less  than  4%.  The  rest  of  the  top  ten: 
Ohio  State,  the  University  of  South- 
ern California,  University  of  Virginia, 
Brigham  Young  University,  Universi- 
ty of  Pennsylvania,  Michigan  State 
and  University  of  Florida. 


Buy  on  bad  news 

Real  estate  dealers  fumed  early  this 
year  when  the  Administration 
tax  plan  proposed  eliminating  interest 
deductions  for  mortgages  on  second 
homes.  In  some  areas,  the  proposal 
alone  was  enough  to  force  down  real 
estate  values.  Dollar  volume  on  sales 
of  second  homes  from  North  Carolina 
to  the  Jersey  shore  dropped  20%  to 
25%,  says  Henry  Berliner,  president 
of  Second  National  Building  &  Loan 
of  Annapolis,  Md.,  whose  $500  mil- 
lion (assets)  bank  has  well  over  half  its 
loans  on  such  homes.  The  provision 
was  excluded  from  the  House  Ways  & 
Means  Committee  version  of  tax  re- 
form, but  in  the  meantime  the  bad 
news  created  "some  excellent  bar- 
gains and  opportunities,"  he  notes.  In 
his  market,  he  says,  a  typical  two- 
bedroom,  two-bath  oceanfront  condo- 
minium worth  $150,000  had  been 
selling  for  about  $120,000. 


Is  oil  dead? 

Tlhe  era  of  heating  homes  with  oil  is 
losing  out  to  natural  gas  and  elec- 
tricity, say  two  researchers  at  the  Uni- 
versity of  California  at  Berkeley.  That 
conclusion  is  based  on  a  survey  of 
residential  heating  oil  use  in  eight 
industrialized  nations  between  1972 
and  1983.  Oil  use  was  up  in  Japan,  the 
only  nation  to  show  an  increase,  but  it 
was  down  in  the  U.S.,  Canada,  Den- 
mark, France,  West  Germany,  Nor- 
way and  Sweden,  and  dropped  40% 
overall.  That  saved  1.2  million  barrels 
a  day,  say  Lee  Schipper  and  Andrea 
Ketoff  in  a  report  published  in  Science. 
At  least  46%  of  that  decline,  they 
believe,  will  be  permanent.  The  trend 
could  be  reversed  if  oil  prices  contin- 
ue to  slide,  they  say,  but  they  don't 
consider  it  likely.  "Can  anything 
bring  back  oil?"  the  study  asked.  "We 
do  not  think  so." 


ABieaktfim 


Now  for  the  first  time  Fidelity  offers  a  tax-free  portfolio  managed 
specifically  to  seek  the  very  highest  tax-free  yields  available. 

Only  through  its  extensive  research  capability  can  Fidelity  find 
those  high  performing  but  often  volatile  securities  favored  by  many 
sophisticated  tax-free  investors  •  No  sales  charge  when  you  invest 
•  Start  with  just  $2 , 500  •  Exchange  privileges  with  over  30  Fidelity  funds 

'Annualized  yield  for  (he  7  days  ended  11/18/85,  based  on  average  share  price  of  110.27,  reflecting  payment  by 
the  Portfolio's  investment  advisor  for  expenses  in  excess  of  .65%  (currently  .44% ).  Because  both  yield  and 
price  fluctuate,  your  return  will  vary  from  this  yield  Quoted  yield  represents  the  latest  yield  available  at 
publication  closing  date. 

Fidelity  Aggressive  Tax-Free  Portfolio 

For  a  free  fact  kit,  call  24  hours. 

In  Mass.  call  collect  617-523-1919/  Ask  about  our  IRAs. 
iplete  information,  including  man-  j  6666 


agement  fees,  expenses  and  1%  redemption  fee, 
call  or  write  for  a  free  prospectus.  Read  it  care- 
fully before  you  invest  or  send  money.  Fidelity 
Distributors  Corporation  (General  Dis- 

tribution  Agent),  P.O.  Box  660603,  lillfCf  Tl  CUTC 

s,TX  75266.  FORB/FAT/010186  |N  WC<9  I  IflCN  I  3* 


FIDELITY 


|  Dallas.  T) 
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For  more  information  about  Harris  long-term  office 
automation  solutions,  call  1-800-4-Harris,  Ext.  21. 
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Readers  Say 
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Mead's  complete  line  of  bond  and  copier 
Business  papers  is  among  the  most  popular  today. 
A  great  way  to  start  your  business  day. 


siness  Papers 


Mead  fbper/Courthouse  Plazo/Daylon,  Oho  45463 


THE  KNICKERBOCKER 
CHICAGO 


A  proud  history  repeats  itself. 

During  the  1920s,  The  Knickerbocker 
Hotel  proudly  began  a  history  of  taste  and 
elegance  on  Chicago's  Gold  Coast. 

.Today,  its  lobby,  rooms,  restaurants, 
and  services  continue  in  this  tradition  of 
grace  and  charm.  Come  visit  The 
Knickerbocker. ..as  we  cam'  on  our 
proud  history. 

At  the  Top  of  the  Magniliccnt  Mile. 
Walton  Place  at  North  Michigan  Avenue, 
(800)  621-8140,  (312)751-8100 

T^fTRRfoftbTELS' 


Revealing  figures 

Sir:  Forbes'  Dec.  2  cover  photo  was 
"egg-ceptional!" 

But  your  Dec.  16  cover  may  have 
been  a  bit  too  revealing.  Perhaps  a 
more  appropriate  title — and  for  the 
illustration  that  went  with  it — would 
have  been:  "America's  personal  bal- 
ance sheets — too  highly  cleavaged?" 
— Sandra  Cochran 
San  Diego,  Calif. 


Sir:  I'd  appreciate  your  artwork  more 
if  the  artist  had  invested  more  dollars 
to  cover  some  strategic  areas.  A  cheap 
shot  to  increase  newsstand  sales. 

Cancel  my  subscription. 
— Eileen  McDonald 
Newton,  Mass 


Nice  response 

Sir:  Re  MSF's  comment  on  "Have  a 
nice  day"  (Fact  and  Comment,  Dec.  16, 
1985).  The  late  Goddard  Lieberson, 
president  of  Columbia  Records  (CBS), 
a  distinguished-looking  man,  re- 
sponded: "Thank  you,  but  I  have  oth- 
er plans." 
— Thomas  T.  Semon 
Englewood  Cliffs,  N.J. 


Toxic  lawyers 

Sir:  Generators,  disposers  and  the 
public  are  not  the  only  ones  who  con- 
sider hazardous  waste  risky  ("Risky 
business,"  Dec.  2,  1985).  Consulting 
engineers  are  pulling  out  of  this  field 
because  they  cannot  obtain  liability 
insurance. 

— Arnold  L.  Windman 
President, 

American  Consulting  Engineers  Council 
Washington,  D  C. 

Sir:  I  disagree  with  the  conclusion 
that  taxpayers  should  assume  the  bur- 
dens of  dealing  with  hazardous  waste. 
True,  the  taxpaying  and  consuming 
public  will  pay  eventually,  but  in  the 


interim,  CEOs  and  stockholders  bene- 
fit disproportionately.  Decisions  on 
manufacturing  or  purchasing  a  prod- 
uct should  be  based  on  the  full  cost  of 
that  product,  including  the  processing 
of  the  resultant  wastes. 
— Larry  Lowerithal 
1 'aimer,  Mass. 


The  deadly  smirk 

Sir:  Re  "This  Triumphant  Smirk 
Should  Sicken  Us  All"  (Eact  and  Com- 
ment, Dec.  2,  1985).  Treason  is  treason 
whether  our  country  is  at  war  or  not, 
and  should  be  punishable  by  the  death 
penalty  as  a  minimum. 
— Lavon  Welch 
Charlotte,  N  C. 

L'PLBcnmann  Ncw  sphoros 


fir  ♦ 


Traitor  John  Walker 


Could  it? 

Sir:  Your  analysis  equating  judicial 
elections  with  judicial  corruption 
("The  Sure  Way  To  Insure  A  Corrupt 
Judiciary,"  Fact  and  Comment,  Dec. 
16,  1985)  could  be  applied  to  any 
elected  office. 

Should  we  eliminate  elections  for 
the  legislative  and  executive  branches 
because  power  brokers  and  contribu- 
tors seek  special  consideration? 

Any  selection  entails  a  political  pro- 
cess. Is  not  an  appointed  judge  behold- 
en to  the  "political  power  brokers"  who 
arrange  his  appointment? 
— Bruce  A.  Carlson 
McLean,  Va. 


Still  formidable 

Sir:  Your  article  "The  great  telephone 
election"  (Nov.  18,  1985)  gives  the  er- 
roneous impression  that  AT&T's 
long-distance  "competitors"  are  pay- 
ing 55%  less  than  AT&T  for  their 
connections  to  local  customers  in  the 
many  U.S.  communities  already  con- 
verted to  "equal  access."  In  reality, 
these  smaller  firms  have  been  paying 
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the  same  higher  rates  as  AT&T  as 
soon  as  the  equal-access  connections 
have  become  available.  The  increased 
rates  are  imperiling  the  alternative 
firms'  ability  to  compete. 

Although  the  article  makes  the 
questionable  claim  that  AT&T  may 
be  forced  to  "fight  with  one  hand  tied 
behind  its  back,"  its  free  hand  certain- 
ly holds  a  formidable  array  of  weap- 
ons: an  overwhelming  market  share;  a 
fully  built  network;  a  century-old 
reputation,  etc.  Further,  a  sympathet- 
ic Federal  Communications  Commis- 
sion has  been  giving  it  the  freedom  to 
cut  some  of  its  rates  so  low  that  a 
number  of  its  would-be  competitors 
may  soon  be  knocked  out  of  the  ring. 
— Donald  G.  Prigmore 
President  and  Chief  Operating  Officer, 
GTE  Sprint 
Burlingame,  Calif. 


No  retaliation 

Sir:  Re  your  article  on  employees  who 
discover  corporate  wrongdoing 
("When  do  you  blow  the  whistle?" 
Oct.  21,  1985).  California  now  pro- 
vides ample  protection.  Its  "whistle- 
blower  statute"  makes  it  a  crime  for 
any  employer  to  retaliate  against  any 
employee  who  discloses,  to  a  govern- 
ment agency,  any  information  the 
employee  believes  may  violate  any 
federal  or  state  law  or  regulation. 

Courts  in  several  states,  including 
California,  have  found  such  employ- 
ers liable  to  pay  substantial  punitive 
damages  to  employees  who  have  been 
fired  for  reporting  illegal  activity. 
— William  C.  Quackenbush 
San  Francisco,  Calif. 


Wasn't  "dumped" 

Sir:  Your  "Shark  bait?"  (Nov.  18, 1985) 
stated  that  Union  Carbide  "promised 
to  dump  4,000  salaried  employees." 
[This  is]  a  degrading  statement. 

I  am  a  Union  Carbide  employee 
who  is  accepting  voluntary  severance 
after  30  years  of  proud  and  personally 
satisfying  employment.  My  voluntary 
severance  includes  seven  months  of 
salary,  payment  for  1986  vacation  and 
a  10%  increase  in  my  pension  pay- 
ments. I  have  had  no  pressure  to  ac- 
cept this  severance.  If  I  chose,  I  be- 
lieve I  would  have  continued  to  be 
employed  until  I  decided  to  retire. 
— D  O.  Oetinger 

Manager,  Wastewater  Treatment, 
Linde  Division 
Union  Carbide  Corp. 
Tonawanda,  NY. 


'Subject  To  Conditions  And  Availability 


PRIVAte  VlllAS 
ATld  COURt  ClUB 


444  Avenida  Caballeros,  Palm  Springs,  Ca  92262 


Call  for  Reservations  (619)  323-1773 
Outside  California  (800)  854-1298 


THE  TRAVEL 
CRITICS'  CHOICE 


LOS  ANGELES  TIMES  — 

Jerry  Hulse,  Times  Travel 
Editor 

"It  is  impossible  to  fault 
the  pleasures  of  this  spe- 
cial resort  operated  by 
host  Ken  Irwin,  and  so 
once  again  we  give  La 
Mancha  our  highest 
rating:  Five  Stars." 

THE  WASHINGTON 
POST  — 

James  T.  Yenckel 
"In  the  midst  of  wealth,  it 
is  tempting  to  taste  a  bit  of 
luxury  yourself. ..the 
height  of  luxury  may  be 
the  Mediterranean-style 
villas  of  La  Mancha." 

THE  NEW  YORK  TIMES  — 

Lynn  Rosellini 

"...Fantasies  in  Palm 
Springs."  "If  yours  is  to 
live  like  royalty,  stay  at  La 
Mancha." 


"Before  HarrisNet  tied  us  together, 
we  had  a  lot  more  time  on  our  hands!' 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  details  on  how  HarrisNet  can  get  your 
terminals  working  together,  call  1-800-4-Harris,  Ext.  21. 

33  HARRIS 

 ,  i   i 
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"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHAT  KIND  OF  A  YEAR  WILL  THIS  ONE  BE? 


This  will  be  the  kind  of  year  that  people  will  look  back 
on  and  say,  "Ah,  1986 — now  that  was  a  great  year!" 
Economically. 
Politically. 


Internationally.  A  de-tensing. 

Just  12  months  ago  the  headline  on  this  forecast  read, 
"1985:  A  Tough  Beginning,  A  Happy  Ending."  This  year's 
most  good  beginning  will  have  an  ending  that  isn't  less  so. 


NOW  IF  YOU  WANT  THE  ULTIMATE  IN 

the  wisest  owl  of  all  provides  it  on  page 
31.  He'll  put  meaningful  meat  on  that 
bare-bones  generality  above. 

Son  Steve  (Malcolm  Jr.),  amazingly 
more  often  than  most  of  us,  turns  out 
to  know  what  he's  talking  about.  For 
the  fourth  time  Steve  has  won  U.S. 
Steel  Corp.'s  Crystal  Owl,  the  presti- 
gious award  given  each  year  to  the  busi- 
ness writer  who  made  the  year's  most 


1986  FORECASTS 

accurate  forecast  12  months  earlier. 

In  the  43  years  that  40  to  50  of  the 
nation's  foremost  pundits  on  the  econ- 
omy have  been  participating  in  this 
U.S.  Steel  competition,  no  one  had  ever 
won  it  twice  until  Steve  did. 

No  one  had  ever  won  it  three  times 
before  he  did.  And,  now,  four  times. 

Something  to  'owl  about,  wouldn't 
you  agree? 


"TEXACO  MUST  PAY  $11  BILLION  AWARD" 

This  is  "justice"  in  Texas? 
Insanity. 

AVID  BIDDING  FOR  THAT  TV  FOOTBALL  MINUTE  OF  BLANK  SILENCE 

that  NBC  Sports  is  showing  during  the  Super  Bowl  show  conveys 
a  message  loud  and  clear  about  shrill  advertising  clutter. 

IF  WE'RE  GOING  TO  CONTINUE  TO  BE  SPIES'  HEAVEN 


it's  a  bit  less  disastrous  if  they're  working  for  China  and 
IsraeL  At  least  those  countries  are  not  conduits  for  and  to 
the  Kremlin. 

The  way  things  are  going,  though,  our  real  problem 
has  been  best  put  by  our  most  trenchant  humorist, 
Russell  Baker: 

"So  many  federal  employees  are  now  selling  American 
secrets  to  foreigners  that  the  country  faces  an  acute  secrets 
shortage. 


"Balfour  Jakes,  a  federal  employment  specialist,  recently 
told  the  Senate  Classified  Documents  Committee  that  'a 
lot  of  these  kids  think  their  parents'  generation  is  selling  off 
the  secrets  so  fast  that  there  will  be  none  left  to  sell  when 
they  become  old  enough  to  enter  the  federal  work  force.' 

"President  Reagan's  Commission  on  the  Impending  Dis- 
aster was  appointed  to  deal  with  this  threat  by  creating 
new  secrets  faster  than  government  workers  can  sell 
them." 
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DEATH  AS  A  KICKER  IN  ADVERTISING 


To  treat  demise  humorously  when  mak- 
ing a  valid  point,  one  must  be  deft.  New 
England  Life's  campaign  has  become  fa- 
ble-y  famed  for  its  fabulous  effectiveness. 

In  startling  contrast  is  this  gross  pitch 
for  a  Florida  "corporate  complex  .  .  .  with 
the  most  up-to-date  stress-management 
facilities."  We  have  never  received  so 
many  "bad  ad"  nominations  of  a  particu- 
lar ad  as  for  this  piece  of  work.  Could 
you  imagine  living  in  a  complex  run  by  a 
management  that  thinks  this  advertise- 
ment is  cute? 


THE  ULTIMATE  IN 
CORPORATE  STRESS 


IT'S  A  KILLER. 


AT  ROCKEFELLER  CENTER'S  BEGINNING,  AN  ART  CONTROVERSY 


erupted  into  proportions  of  a  size  appropriate  to  the 
monumental  project.  Memories  of  that  imbroglio  were 
brought  to  mind  by  two  recent  happenings — 

The  Center,  which  has  been  so  warmly  and  possessively 
adopted  by  the  public  since  birth,  has — literally — 
gone  "public."  People  by  the  hundreds  now  own  a  piece 
of  Rocky  Center. 

And  at  auction  not  long  ago  we  bought  this  artistic- 
license  version  of  the  Diego  Rivera  mural  controversy.  It 
stirred  our  fuzzy  memory.  On  checking  it  out,  some  recol- 
lected misconceptions  were  clarified. 

It  wasn't,  as  most  of  us  recollect  and  as 
Miguel  Covarrubias  here  depicts,  John  D. 
Rockefeller  Jr.  who  axed  the  mural  but  Nel- 
son, then  25  years  old.  He  and  his  mother,  a 
founder  of  the  Museum  of  Modern  Art,  had 
signed  up  the  famed  Red  Mexican  muralist, 
and  it  was  Nelson  who  first  saw  the  scenes 
that  hadn't  been  in  the  accepted  sketch.  As 
the  New  York  Times  reported  in  May  1933: 

"ROCKEFELLERS  BAN  LENIN  IN  RCA  MURAL 

and  dismiss  rivera  -  Check  Handed  to 
Mexican  Artist  and  He  Is  Barred  from  'Greatest  Work' 

"A  burlap  covering  was  hung  last  night  inside  the  Fifth 
Avenue  door  of  the  building,  so  that  passersby  could  not 
see  the  painting. . . . 

"nelson  rockefeller  wrote  first 

"  'While  I  was  in  the  No.  1  building  at  Rockefeller 
Center  yesterday  viewing  the  progress  of  your  thrilling 
mural,  I  noticed  that  in  the  most  recent  portion  of  the 
painting  you  had  included  a  portrait  of  Lenin.  The  piece  is 
beautifully  painted,  but  it  seems  to  me  that  his  portrait, 
appearing  in  this  mural,  might  very  easily  seriously  offend 
a  great  many  people.  If  it  were  in  a  private  house  it  would 
be  one  thing,  but  this  mural  is  in  a  public  building  and  the 
situation  is  therefore  quite  different.  As  much  as  I  dislike 


to  do  so,  I  am  afraid  we  must  ask  you  to  substitute  the  face 
of  some  unknown  man  where  Lenin's  face  now  appears.' 
"final  appeal  to  artist 

"Sehor  Rivera  received  two  letters  from  the  president  of 
the  Todd,  Robertson  &  Todd  Engineering  Corporation. 
The  first  letter  was  a  final  appeal: 

"  'The  description  you  gave  us  in  November  last  of  the 
subject  matter  of  your  "proposed  mural  decorations"  at 
Rockefeller  Center,  and  the  sketch  which  you  presented  to 
us  about  the  same  time,  both  led  us  to  believe  that  your 
work  would  be  purely  imaginative.  There 
was  not  the  slightest  intimation,  either  in 
the  description  or  in  the  sketch,  that  you 
would  include  in  the  mural  any  portrait  or 
any  subject  matter  of  a  controversial  nature. ' 

"Sehor  Rivera  has  explained  here  fre- 
quently his  revolutionary  beliefs.  A  short 
time  after  he  began  his  murals  at  Rockefeller 
Center  he  delivered  an  address  at  the  Rand 
School  in  which  he  expressed  his  revolution- 
ary convictions  and  told  of  his  belief  that  'art 
should  be  propaganda.'  In  fact,  he  asserted 
that  'art  which  is  not  propaganda  is  not  art  at  all.'  " 

Incidentally,  another  part  of  the  mural  that  rocked 
Rocky  and  the  family  but  which  was  not  publicly 
referred  to  at  the  time  of  the  dismissal  was  a  nightclub 
scene  depicting  syphilis  germs  attacking  rich  people. 

Both  Mrs.  John  D.  Jr.  and  son  Nelson  tried  to  have  the 
offending  mural  removed  and  preserved  at  the  Museum  of 
Modern  Art.  It  proved,  however,  to  be  so  well  integrated 
into  the  wall's  structure  that  that  was  impossible. 

This  Great  Mural  controversy  of  the  Thirties  gave  a 
rough  start  in  the  art  world  to  Nelson,  a  man  who 
actively,  avidly  and  effectively  furthered  the  cause  of 
modern  art  throughout  the  rest  of  his  life — not  only  in 
words,  but  with  wallet. 
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"AGATHA"  BRINGS  TO  MIND 

its  first  nude  centerspread — of  Burt  Reynolds,  no  less. 
Newsstand  copies  were  swiftly  gobbled  up. 

At  that  time  Forbes  was  not  yet  ahead  of  Business  Week 
and  Fortune  in  newsstand  sales.  Enclosing  the  wire  ser- 
vices' breathless  reports  of  this  Cosmo  April  1973  sellout, 
I  sent  this  memo  to  our  editors  and  circulation  directors: 

"Do  you  suppose  in  every  Forbes  issue  centerspreads  (a 


WHEN  COSMOPOLITAN  RAN 

not  inappropriate  word)  of,  say,  GM's  CEO  Richard  C. 
Gerstenberg,  or  perhaps  IBM's  Frank  T.  Cary,  AT&T's 
John  D.  deButts,  P&G's  Howard  J.  Morgens,  ITT's  Harold 
S.  Geneen,  Ford  Motor's  Henry  Ford  II,  Westinghouse 
Electric's  Donald  C.  Burnham,  Exxon's  John  K.  Jamieson, 
Caterpillar's  William  H.  Franklin,  etc.  would  have  similar 
newsstand  results  for  Forbes?" 


A 
G 
A 
T 
H 
A 


WHEN  I  WAS  YOUNGER 
I  APPROACHED?  A 
PUBLICATION 


WITH  CARDS,  CANDY  & 

other  things,  why  is  it  the  one  you  want 
is  always  on  the  bottom? 


A  DIET 

invariably  begins  on  a  full  stomach 
and  ends  on  an  empty  one. 


BOOKS 


In  Youth  Is  Pleasure — by  Denton 
Welch  (Obelisk  paperback,  E.P.  Dut- 
ton,  $7.95).  A  delightful  story  of  the 
travails  of  a  15-year-old  English  boy 
vacationing  in  a  great  Summer  Hotel 
with  two  quite  older  brothers  and  his 
father.  Little  able  to  communicate 
with  them,  he  enterprisingly  explores 
his  surroundings  and  his  thinking,  without  finding  much 
pleasure  in  either.  In  Youth  Is  Pleasure  pleasantly  carries 
out  the  title's  satirical  intent. 

Excerpts:  Orvil  began  to  drink  the  thick  brown  soup,  which 
was  very  slightly  flavoured  with  dish-rag.  He  crumbled  his 
limp  but  tough-skinned  roll.  He  had  turbot  with  egg  sauce, 
and  good  apple  charlotte.  As  he  stirred  his  coffee  and 
unwrapped  two  lumps  of  sugar,  he  thought  of  the  tip.  The 
pleasure  of  ordering  a  meal  and  eating  it  alone  was  spoilt  by 
this  anxiety.  He  left  paying  the  bill  till  the  last  moment,  so 
that  he  might  avoid  knowing  if  he  had  done  wrong.  .  .  . 
Constance's  father  was  always  polite  and  charming  to 
Orvil;  buthealsogave  theimpression  of  being  amused,  and 
this  made  Orvil  feel  like  a  Pekinese  or  a  marmoset.  .  .  . 
Charles  and  Dennis  and  Jackie  fooled  about,  sending 
beautiful  old  red  and  white  ivory  balls  all  over  the  green 
cloth.  The  cues  stuck  out  behind  them,  then  shot  forward 
like  pistons.  Orvil  waited  quietly  for  them  to  rip  the  cloth. 
He  always  waited  for  this,  even  when  watching  expert 
people  who  played  billiards  seriously.  It  had  been  im- 
pressed on  him  in  childhood  that  ripping  the  cloth  on  a 
billiard-table  was  one  of  the  worst  crimes — like  blasphe- 
my, or  pointing  a  gun  at  another  human  being. 


CONVERSATIONS 


Conversations  With  Capote — by 

Lawrence  Grobel  (New  American  Li- 
brary Books,  $14.95).  Truman  Capote 
at  his  best  was  unmatchable.  In  Cold 
Blood,  about  the  Kansas  murders  and 
murderers,  is  and  will  remain  a  liter- 
ary milestone.  Conversations  is  full  of 
the  perceptive  bitchiness  and  other 
manifestations  of  his  less  attractive  qualities  that  waxed  on 
the  booze  and  drugs  that  finally  did  him  in.  * 
Excerpts:  In  my  journal  I  have  my  special  list  of  truly 
despicable  people.  It's  run  now  to  something  over  four 
thousand  names.  .  .  .  The  late  Thomas  Thompson  called 
you  a  creature  in  the  celebrity  zoo.  He  felt  you  seriously 
damaged  your  career  by  succumbing  to  celebrity.  He  seri- 
ously damaged  his  career  by  ever  publishing  a  book.  .  .  . 
What  have  been  the  failures  in  your  life  that  you've 
learned  the  most  from?  Everything  to  do  with  the  the- 
ater. What  did  you  finally  learn — to  stay  away  from  it? 
Virtually.  (Laughs.)  Everything  surrounding  the  theater. 
It  doesn't  matter  what  you  write,  either.  It's  the  things 
surrounding  it — it's  the  producers,  the  people  who  invest 
in  the  plays,  it's  these  nonentity  fringe  characters  who 
enter  into  a  whole  artistic  project,  who  really  ought  to  be 
out  selling  bubble  gum  in  front  of  Bloomingdale's.  They 
make  it  impossible.  I  just  find  it  impossible  working  in 
the  theater.  It  takes  an  incredible  time,  an  extraordinary 
energy  and  all  of  that  going  into  it,  and  then  going  up  in 
flames  overnight  because  of  some  tiny  mistake,  some- 
thing wrong  with  the  lighting  experts,  something  wrong 
with  somebody's  sore  toe.  I  had  enough  of  that.  .  .  .  Hol- 
lywood— the  noplace  of  everywhere. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


A  Great  Buy! 

In  1957  a  single  transistor  cost  $10, 
a  Cadillac  limousine  $7,600;  if  the 
limo  had  followed  the  semiconduc- 
tor's cost  curve,  it  would  sell  for  3 
cents  today  instead  of  $40,000,  A.R. 
Hamilton,  chairman  of  distributor 
Avnet  Inc.,  noted  earlier  last  year. 

— Dennis  Kneale, 
Wall  Street  Journal 

Tax  Subsidies 

When  a  tax  break  rewards  doing  one 
thing  rather  than  another,  business 
will  tend  to  look  for  more  profits  in  the 
tax  code  and  less  in  the  natural  mar- 
ket. As  President  Reagan  once  put  it, 
business  people  decide  too  often"not 
to  make  a  better  mousetrap,  but  sim- 
ply to  avoid  a  tax  trap."  If  Congress 
thinks  economic  incentives  are  war- 
ranted in  some  cases,  let  it  be  forth- 
right and  vote  subsidies  that  everyone 
can  see  and  review  periodically. 

— New  York  Times  editorial 

A  Gas 

Bhagwan  Shree  Rajneesh  has 
reached  New  Delhi.  He  has  turned  his 
back  on  his  Oregon  love-commune,  if 
not  the  vast  riches  it  brought  him. 
Precipitating  his  flight,  of  course,  was 
a  little  matter  of  battering  U.S.  immi- 
gration laws. 

Comfortably  back  in  the  land  of  his 
birth  after  four  years  in  the  United 
States,  he  told  United  Press  Interna- 
tional that  America  is  "hell."  As  for 
Americans:  "I  don't  consider  them 


human,  they  are  subhuman.  .  .  .  The 
Soviet  Union  is  far  better  than  the 
United  States."  And,  the  53-year-old 
multimillionaire  mystic  pledged:  "I'll 
never  leave  India  again." 

It  would  have  been  a  gas  watching 
him  accumulate  umpteen  Rolls- 
Royces  and  four  battalions  of  aging 
flower-children  in  the  exurbs  of 
Vladivostok. 

— New  York  Daily  News 

Fire  Lie 

There  are  occasions  when  one  can 
engage  in  what  used  to  be  called  the 
white  lie.  One  is  when  you  are  get- 
ting rid  of  someone  who  is  inad- 
equate. I  believe  it  is  acceptable  to 
tell  them  anything  you  want  about 
how  competent  they  are.  And  if  you 
are  asked  to  talk  about  that  person 
publicly,  I  believe  it  is  perfectly  ac- 
ceptable to  make  up  laudatory  state- 
ments and  speak  them  straight-faced 
into  the  microphone. 

— Politics,  by  Mayor  Ed  Koch 

Vile  Thought 

Mention  retirement  to  Tom  Carvel 
[of  Carvel  Corp.]  and  he  glares  angrily 
back  as  if  just  cursed  in  the  most  vile 
language. 

"Retirement?"  he  screams.  "Why 
should  I  retire?  I'm  not  working.  You 
call  this  work?  When  you  can  get  up 
seven  days  a  week  and  do  what  you 
want  to  do  and  enjoy  doing,  that's  not 
work.  What's  so  pleasurable  about 
watching  TV  shows  and  movies  all 


day  that  show  nothing  but  violence 
and  car  crashes?  That's  not  the  stuff 
that  built  this  country." 

— Tom  Callahan,  New  York  Times 

Puzzling  Cycle 

I  don't  even  pretend  to  know  what 
causes  depressions.  I  haven't  met  any- 
one who  does  know,  but  I  certainly 
wish  I  could  find  the  answer.  The 
business  cycle  is  a  very  puzzling 
thing.  I  wish  we  could  learn  to  under- 
stand it  and  to  stabilize  the  system 
without  wrecking  it.  No  one  is  going 
to  be  persuaded  by  arguments  about 
the  long-range  achievements  of  cap- 
italism in  raising  standards  of  living  if 
it  is  all  at  the  expense  of  periodic 
plunges  into  mass  misery. 

— President  William  Howard  Taft, 
quoted  in  Final  Reports, 
by  Richard  Rovere 


Success  is  a  journey, 
not  a  destination. 

— Roberto  C.  Goizueta, 
CEO,  Coca  Cola  Co. 


School  Prayer 

My  17-year-old  comments  that  if 
they  really  want  to  keep  prayer  out  of 
the  schools  they  are  going  to  have  to 
ban  final  examinations. 

—"Jab's  Gab," 
Benton  County  Enterprise,  Mo. 

Now  That's  a  Gimmick! 

NBC  Sports  will  let  the  TV  screen 
go  dark  for  one  minute  during  its  Su- 
per Bowl  XX  pregame  show  and  invite 
football  fans  to  make  a  run  for  the 
refrigerator  or  the  bathroom  without 
missing  any  coverage  of  the  spectacle. 

During  the  break,  NBC  will  air  mu- 
sic while  the  TV  screen  goes  dark 
except  for  the  "NBC  Sports"  logo  and 
a  clock  in  the  lower  right  corner  tick- 
ing off  the  seconds.  "I  was  going  to 
use  sound  effects  of  toilets  flushing 
and  beer  cans  popping  open,  but  I 
thought  that  would  be  a  bit  much," 
Michael  Weisman,  NBC  Sports  ex- 
ecutive producer,  said. 
— Robert  Raissman,  Advertising  Age 

An  Idea  for  Estee 

Shanghai  Light  Industry  College  in 
China  has  developed  a  wonder  drink 
made  from  distilled  earthworms  that 
reportedly  smoothes  wrinkles. 

— USA  Today 


"What  a  marvelous  fiscal  year — mergers,  acquisitions,  dives- 
titures, deregulation,  restructuring,  maximized  shareholder 
values'  Refresh  my  memory — what  business  are  we  in?" 
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Can  it  select  paper  from  4  separate  trays  ? 

A  lot  of  big  copiers  are  all 
>rawn  and  no  brains.  Not 
he  new  Sharp  SF-9500 
console  copier. 

Give  it  an  original  and  it 
chooses  the  best  paper 
tize.  Is  your  copier  smart 
mough  to  do  that? 


Pick  the  paper  size  your- 
self and  the  Sharp  SF-9500 
decides  what  size  the  copy 
should  be.  Does  your  copier 
have  what  it  takes  to  do  that? 


Can  it  tell  a  bad  original  from  a  good  one? 

Does  it  automatically 
adjust  for  exposure?  Copy 
50  pages  a  minute?  Carry 
2550  sheets  all  at  once?  The 
Sharp  SF-9500  does. 


'  1985  Sharp  Electronics  Corp. 


It  even  has  the  sense  to  turn 
itself  off  when  it  runs  out  of 
toner.  Does  yours? 


Can  it  give  you  a  choice  of  4  colors? 

One  last  question.  Do  you 
know  how  much  you  could 
save  your  company  by 
choosing  the  Sharp  SF-9500? 
Call1-800-BE-SHARP  or 
your  local  Sharp  dealer  for  a 
price  our  competitors  don't 
have  the  guts  to  copy. 

Copiers,  Audio,  A/V  Equipment,  Banking  Systems, 
Broadcast  Cameras,  Calculators,  Cash  Registers, 
Computers,  Electronic  Components,  Electronic 
Typewriters,  Facsimile,  Medical  Products,  Microwave 
Ovens,  Televisions,  Vacuum  Cleaners,  Video  Recorders. 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


Pan  Ams 
Business  Class  To  Europe. 
More  Comfort 
By  A  Wide  Margin. 


With  Spacious  Six-Across  Seating 
In  Pan  Ams  Clipper  Class, 
Business  Travelers  Can  Cross 
The  Atlantic  With  Room  To  Spare. 


With  Clipped  Class,  you  won't  feel  the  squeeze 
when  flying  on  business.  Because  compared  to  the 
eight-across  seating  some  airlines  offer,  Clipper  Class 
provides  you  with  wider  seats  and  extra  legroom. 
And  with  Pan  Am,  you  also  have  your  choice  of 
23  European  cities  in  14  countries— more  than 
any  other  U.S.  airline.  And  we  service  those 
destinations  with  129  nonstop  747's  a 
week,  including  the  only  nonstops  to  Nice 
and  Hamburg. 

So  if  you'd  enjoy  more  reading  room, 
more  working  space  and  more  stretching 
area  than  you  're  accustomed  to  now,  take  a 
seat  aboard  Pan  Am's  Clipper  Class. 

We  think  you'll  be  more  comfortable  by  a 
wide  margin. 


Pan  Ams  Clipper  Class. 

You  Can't  Beat  The  Experience? 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


1986  WILL  BE  A 

for  the  doomsayers.  The  strength  of  the  economy  has  been 
underestimated;  its  shortcomings,  overblown.  The  next  12 
months  will  be  far  better  than  most  now  think.  The 
consensus:  anemic  growth  of  2%  to  3%.  This  writer's 
fearless  forecast  is  twice  that:  4%  to  6%. 
Other  predictions: 

Interest  rates  will  come  down  further.  The  prime  is  now 
9Vi%;  by  year's  end,  it  will  be  8%. 

Stocks  have  risen  sharply,  but  markets  will  pause  this 
spring  to  get  a  better  fix  on  1987.  Remember,  stocks 
always  try  to  anticipate  the  future,  which  they've  done  for 
1986.  Wall  Street  will  be  up,  but  not  by  much. 

The  dollar  vis-a-vis  other  real  currencies  will  come  off  a 
bit,  and  no  more.  In  fact,  central  bankers  will  be  hard- 
pressed  to  keep  the  greenback  down  as  the  U.S.  economy 
shows  strength. 

We'll  get  a  tax  bill,  one  that  will -actually  do  more  good 
than  harm. 

The  improving  economy  will  fan  fears  of  inflation,  fears 
that  are  largely  unjustified.  Check  the  price  of  gold.  If  it 
goes  above  $400  an  ounce  (it  won't),  start  worrying.  Other- 
wise, buy  bonds  on  weakness  and  you'll  come  out  ahead. 

Capital  outlays  will  increase  as  the  year  wears  on.  By 
summer,  we  won't  be  hobbled  by  uncertainties  over  possi- 
ble tax  changes.  Companies  will  continue  to  learn  how  to 
use  and  tie  together  the  computers  they  so  eagerly  bought  in 
recent  years.  Office  productivity,  which  Washington's  stat- 
isticians are  unable  to  measure,  will  continue  to  climb. 

Reasons  Why 

The  key  catalyst  for  this  better-than-expected  year  will 
be  lower  interest  rates  which,  though  still  high  in  real 
terms,  are  down  sharply  from  year-ago  levels.  This  will 
make  the  cost  of  doing  business — that  is,  buying  and 
selling — cheaper. 

There  are  other  significant  pluses. 

Corporate  America  is  trimming  down  by  a  magnitude 
unimaginable  a  few  years  back.  By  sharply  reducing  ex- 
penses, by  getting  out  of  businesses  they  had  no  business 
being  in,  by  experimenting  with  new  managerial  tech- 


ROTTEN  YEAR 

niques,  by  applying  new  technologies,  U.S.  companies  are 
more  competitive  and  better  managed.  The  lower  dollar 
will  benefit  these  outfits  enormously. 

Detroit,  for  instance,  is  starting  to  turn  out  new  models 
that  are  not  far  behind  the  quality  of  their  foreign  competi- 
tors in  the  mid-size  and  large-car  markets.  Just  as  exciting, 
they  are  cheaper,  too. 

We're  Richer 

Contrary  to  the  worriers,  the  American  consumer  is  not 
overextended.  Monthly  payments,  as  a  percentage  of  dis- 
posable income,  are  in  line  with  past  experience.  In  fact, 
with  the  financial  wealth  of  the  nation  increasing  because 
of  the  buoyant  stock  and  bond  markets,  consumers  will  be 
in  a  position  to  spend  more. 

We  are  not  a  nation  of  wastrels.  U.S.  savings,  as  a 
proportion  of  GNP,  have  not  much  changed  in  35  years, 
and  our  ability  to  generate  capital,  surprisingly,  is  not  far 
behind  that  of  the  Japanese. 

Companies  are  generating  considerable  amounts  of 
cash.  That's  why  so  many  are  buying  in  their  stock.  This  is 
the  opposite  of  the  1970s  when  reported  profits  were  high 
but  companies  suffered  considerable  cash  flow  strains. 

Corporate  balance  sheets?  Corporate  debt  is  growing, 
but  so  is  corporate  net  worth.  In  fact,  the  debt-to-equity 
ratio  is  lower  today  than  it  has  been  most  of  this  century. 

Foreign  debt  problems  will  remain,  but  Treasury  Chief 
Jim  Baker  rightly  realizes  that  policies  encouraging 
growth,  not  austerity,  are  the  answer.  Any  flare-up  will  be 
a  catalyst  for  positive  reform. 

Potential  baddies  that  could  cloud  this  sunny  picture: 

The  Fed's  tightening  up  in  fear  that  the  vigorous  econo- 
my will  rekindle  inflation.  This  institution  unnecessarily 
slowed  the  economy  in  1984-85  for  just  that  reason. 

Protectionist  trade  laws.  They  caused  a  depression  in 
the  1930s.  They  could  do  so  again. 

Higher  taxes.  Remember,  levies  on  income,  on  profits, 
on  capital  gains  are  the  price  for  working,  for  innovating, 
for  getting  ahead.  Too  high  a  price  means  less  of  these 
good  things. 


FORBES,  JANUARY  13,  1986 


31 


When  managers  of  thousands  of  small  buildings  needed  big  system 
results  at  small  system  prices,  Johnson  Controls  did  it. 

High  performance  energy  management.  Fast  payback.  Local 
maintenance  and  service.  For  these  reasons,  and  more,  managers 
with  buildings  as  small  as  10,000  square  feet  choose  our 
technologically  advanced  digital  system  with  the  widest  array  of 
options  available.  No  matter  what  size  your  building  or  building 
need,  Johnson  Controls  has  the  system  that  satisfies. 

Give  us  a  call. 


C  Johnson  Controls.  Inc  1985 


Johnson  Controls.  Inc..  Box  423.  Milwaukee.  Wl  53201 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


No  boom, 
but  more  growth 
without  more 
inflation 


We're  in 
Volcker's  hands 
(again) 


Try  a  little 
calculated 
bravery? 


IS  THERE  A  PESSIMIST  IN  THE  HOUSE? 

It's  almost  impossible  to  find  an  economist  who  thinks  there  is  a 
chance  of  a  recession  in  1986. 

To  be  sure,  the  year  isn't  going  to  be  a  boomer.  Real  GNP  growth  at 
best  will  likely  approach  the  4%  area.  But,  says  Allen  Sinai  of  Shearson 
Lehman  Brothers  (long  ahead  of  the  pack  in  forecasting  continuing 
growth,  and  who  predicts  3.3%),  that's  even  a  little  ahead  of  what's 
thought  to  be  economic  potential  of  around  3% . 

"Potential"  is  the  level,  as  calculated  by  economists,  that  will  achieve 
maximum  employment  without  leading  to  inflation.  There's  actually 
more  slack  now  than  a  year  ago,  says  Sinai,  to  bring  it  off. 

Despite  gloomy  economists'  warnings,  there's  no  fundamental 
economic  reason  that  this  time  a  year  hence  a  recession  should  be 
upon  us.  But  there  are,  of  course,  political  uncertainties.  Prospects  for 
further  moderately  respectable  growth  rates  depend  more  than  ever  on 
what  happens  in  Washington,  particularly  at  the  Federal  Reserve. 

The  Gramm-Rudman  legislation  that  broke  the  budget-deficit  gridlock 
cuts  two  ways.  It's  a  healthy  sign  of  Washington's  seriousness  about 
cutting  deficits.  But  Sinai  warns  that  the  spending  cuts  mandated  by 
this  new  law  to  meet  budget  targets  in  fiscal  1987  pose  a  threat  to 
economic  growth. 

Federal  deficits,  remember,  provided  a  strong  Keynesian  stimulus. 
Cutting  them  will  have  the  opposite  effect.  It  will  be  up  to  the  Fed  to 
offset  the  restraint,  which  is  easier  said  than  done. 

The  Fed  has  spent  most  of  the  last  five  years  preventing  the  deficit 
from  refueling  inflation.  It  has  been  successful,  but  the  Fed's  crude 
monetary  weapons  have  led  to  wild  economic  swings.  Now  things  are 
to  be  stood  on  their  head.  And  nobody,  in  or  outf  ide  the  Fed,  knows  by 
how  much  or  how  soon  money  should  be  eased  to  keep  things  going. 

History  suggests  that  the  Fed  will  err  on  the  side  of  caution.  The 
long  and  varied  lags  between  monetary  easing  and  consequent  growth 
will  likely  mean  that  by  the  time  the  Fed  sees  a  need  to  act,  it  will  have 
to  overreact  to  prevent  a  recession.  Then  it  will  be  back  to  excessive 
caution.  In  other  words,  more  quarterly  wobbles. 

That  raises  two  other  dangers.  First,  the  new  budget  law  will  soon  be 
repealed  if  it  is  blamed  for  strangling  growth  (the  Fed  could  then  claim 
its  caution  was  justified).  That  would  scare  the  daylights  out  of  the 
capital  markets.  Or,  second,  the  spending  cuts  needed  to  eliminate  the 
federal  deficit  completely  by  1991  could  lead  to  the  softer  alternative — 
raise  taxes.  That,  of  course,  would  be  another  depressant. 

All  things  considered,  the  Fed  should  take  a  chance  and  be  overexpan- 
sive.  The  economy  can  stand  several  years  of  above-potential  growth 
with  no  significant  threat  of  new  inflation,  says  Sinai.  Remember,  too, 
hitting  or  exceeding  potential  would  create  more  jobs,  trim  the  deficit 
and  so  reduce  the  pain  of  the  spending  cuts. 
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The  Forbes  Index 


The  right  stuff.  The  Forbes  Index,  climbing  at  a  slow  but 
steady  rate  since  November,  again  reached  a  new  high.  The 
economy  is  still  growing,  albeit  slowly — which  is  just  as 
well,  since  too  rapid  an  acceleration  in  the  economy  would 
ignite  fears  of  inflation  at  the  Federal  Reserve,  prompting  it 
to  put  its  foot  on  the  brake  by  tightening  credit. 
Retail  sales  and  industrial  production,  which  increased 


■preliminary  trevised 

1.1%  and  0.4%,  respectively,  are  principally  responsible 
for  the  new  peak.  Even  without  Fed  intervention,  there  are 
signs  that  some  sort  of  a  slowdown  may  loom  ahead.  New 
unemployment  claims  jumped  2.9%  from  the  previous 
month.  Also,  consumer  installment  credit,  at  $530  bil- 
lion, is  up  from  $523  billion  in  September.  That  puts  it  at  a 
disturbingly  high  19%  of  disposable  income. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U  S  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  senes  are  presented  at  right. 
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The  Audi  5000CS  Turbo  Quattro. 

5,4,3,2,1 . . .  Prepare  yourself  for  an  unprec 
edented  driving  experience.  For  the  Turbo  s 
intercooled  2.2  liter  engine  achieves  0  to 
50  in  a  mere  5.7  seconds. 

Impressed?  Now  consider  that  the 
Turbo  Quattro  combines  the  unique  Anti- 
Lock  Braking  System  with  Audi's 
acclaimed  permanent  all-wheel  drive. 

All-wheel  drive  maximizes  traction  by 
conveying  engine  power  equally  to  all 
four  wheels.  All  the  time.  While  the 


ABS  system  virtually  eliminates  wheel 
lock-up  by  utilizing  advanced  computer 
technology.  Under  almost  all  conditions, 
superb  stopping  power  is  assured. 

Aside  from  being  the  only  production 
luxury  sedan  in  the  world  with  a  fully 
galvanized  steel  body,  the  Quattro  has 
aesthetic  appeal  as  well.  In  fact,  its  sleek 
profile  bears  more  resemblance  to  classic 
sculpture  than  an  automobile. 

The  Audi  5000CS  Turbo  Quattro. 
Take  one  for  a  test  flight  today,  ©wsam 


The  art  of  engineering. 


Theonlywaytofly 


The  Audi  5000CS  Turbo  Qualtro  ls  priced  al  $27,975*  and  is  protected  by  a  3-year.  50,000  mile  new  vehicle  limited  warranty  and  a  6-year  limited  warranty  against  corrosion  perforation 

(*M  S  R  P  Title,  lanes,  transp  .  reg  and  dealer  delivery  add 'I  )  Call  1-800  FOR -AUDI  for  details 


IBM  ON  TELECOMMUNICATIONS 


Meet  our  I 

Choosing  a  modem  for  your 
personal  computer  just  got  easier 

Modems  are  remarkable  little  gadgets.  They  can  connect  you  and  your  PC  to 
mountains  of  data  and  oceans  of  information.  But  up  until  now,  deciding  which 
modem  to  buy  hasn't  been  easy.  So  to  solve  that  little  problem,  IBM  is  offering 
two  1,200  bps  PC  modems.  Modems  that  not  only  give  you  the  best  features 
currently  available  on  PC  modems,  but  also  offer  features  usually  found  only  on 
higher  priced,  higher  speed  modems. 


First,  a  Brief  Introduction  to  the  IBM  PC 
Modems: 

The  IBM  5841  is  a  stand-alone  modem  capable 
of  operating  at  0-300,  600  and  1,200  bps  in  asyn- 
chronous mode,  and  600  and  1,200  bps  synchronous. 

Our  other  modem  is  the  IBM  Personal 
Computer  Modem— an  internal,  half-card  modem 
that  operates  at  0-300,  600  and  1,200  bps 
asynchronous. 

The  Non-Identical  Twins 

In  some  respects,  these  two  modems  are  very 
similar.  For  example,  they  both  have  Automatic 
Adaptive  Equalization — which  means  they  will 
continuously  fine-tune  themselves  to  compensate  for 
changes  and  noises  on  the  telephone  line.  The  result 
is,  you  can  receive  data  over  a  wider  range  of  phone 
line  conditions.  This  is  one  of  those  features  more 
often  found  on  faster,  more  expensive  modems. 

In  addition  to  automatic  answering,  both  modems 
offer  Adaptive  Dialing— which  means  that  if  you  don't 
specify  either  tone  or  pulse  dialing,  the  modems  try 
tone  dialing  for  one  digit,  and  if  that  doesn't  work. 


they  automatically  switch  to  pulse  dialing. 

Both  modems  will  automatically  re-dial  a  nun 
as  many  times  as  you  tell  them  to.  Or  if  you  prefe 
they  can  switch  to  an  alternate  number  on  a  bus; 
signal  or  a  no  answer.  Once  a  connection  is  mad» 
the  modems  automatically  detect  and  adjust  to  tl 
incoming  transmission  speed.  They  can  also  initi 
an  automatic  log-on  sequence  including  control 
characters,  ID  number  and  password. 

And  both  modems  have  extensive  "Help"  m« 
a  complete  complement  of  built-in  diagnostics,  a 
programmable  speaker,  and  two  phone  jacks  on 
the  back  so  both  your  phone  and  the  modem  car 
connected  to  the  same  line  at  the  same  time.  You 
even  switch  between  voice  and  data  without 
interrupting  the  phone  call. 

A  Modem  with  a  Memory  of  Its  Own 

The  IBM  5841  stand-alone  modem  has  some 
additional  features  you  don't  usually  find  on  1,2C 
bps  modems.  For  example,  the  modem  is  switch, 
between  asynchronous  and  synchronous  modes 
has  a  20-entry  Dialing  Directory.  Kept  in  non-vol 


Crosstalk  and  Transporter  an-  trademarks  of  Microstuf,  Inc.  SmarHom  II 
is  a  registered  trademark  of  Haves  Mirroromputer  Products.  Inc. 


ige,  the  directory  enables  the  modem 
al  up  and  log  on  to  systems  automatically. 
.  feature  is  most  convenient  when  the  5841  is 
1  with  a  fixed-function  ASCII  terminal  such  as 
IBM  3161  or  3163. 

Fhe  front  panel  of  the  5841  has  a  complete  array 
ght  LED  Status  Indicators  to  give  you  a  quick 
al  check  on  what's  happening. 

[alf-Card  Is  Better  Than  a  Whole 

i^hy?  Because  the  IBM  Personal  Computer 
lem  can  use  a  short  slot  in  the  IBM  PC  XT 
the  Portable  PC.  It  also  fits  nicely  into  a  full 
in  the  IBM  PC  and  the  PC  AT. 
\nother  nice  touch  is  that  a  PC 
gnostic  diskette  comes  with  each  of 
e  half-card  modems. 

ndards  &  Compatibility 

Vbu'll  be  pleased  to 
•v  that  both  modems 
\  the  Bell  103/ 
A  and  V.  22 
TT 

dards. 


can  use  the  industry  standard  "AT"  command 
set,  as  well  as  the  IBM  command  set.  And  both 
modems  have  been  tested  for  compatibility  with 
leading  PC  communications  software  such  as  the 
IBM  PC  Communications  Manager,  Crosstalk'"  XVI, 
Smartcom  II®  and  Transporter." 
So  if  you've  been  thinking 
about  tying  your  PC  into  your 
company's  computer,  or 
accessing  an  outside  data 
base  for  stock  market 
information  or  airline 
schedules,  or  using 
electronic  mail, 

or  just  ex- 
f  changing  infor- 
mation on  a  user 
group's  bulletin 
board — then  it's  time 
you  got  an  IBM  modem 
for  your  PC. 

For  the  Authorized  IBM  PC 
Dealer  or  the  IBM  Product 
Center  nearest  you — or 
for  free  literature — call 
1  800  IBM-2468, 

Ext.  7/YU.  Or 
contact  your  IBM 
marketing        _  _      —  8 
representative,  z  z~ z.  :r: 


-Alone. 

15841 
>s  Modem 


f-Card.  The  IBM  PersonaP 
)uter  1200  bps  Modem 


IBM 

DRM,  Dept.  YU/7 
101  Paragon  Drive 
Montvale.  NJ  07645 

□  Please  send  me  information  on  the  IBM  PC  Modems. 

□  Please  have  an  IBM  marketing  representative  cali  me. 
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Forbes 


Half  facetiously,  half  seriously,  the  editors  reveal  a  simple  invest- 
ment system  that  would  have  outperformed  the  market  during 

much  of  the  past  half  decade. 

A  novel  way  to 
beat  the  stock  market 


Painck  McDonnell 


By  Steve  Kichen 
and  Michael  Ozanian 


Sad  news  for  fundamentalists, 
technical  analysts  and  other 
market  theorists:  Throw  away 
your  econometric  models  and  other 
software,  your  elaborate  balance- 
sheet  and  earnings  analyses,  your 
point-and-figure  chaits.  Forget  about 
profit  margins,  market  share,  trend- 
lines  and  head-and-shoulder  forma- 
tions. Just  buy  a  pack  of  doggy  stocks, 
relax  and  wait  a  couple  of  years.  You 
will  probably  outperform  the  stock 


market  by  a  wide  margin.  You  almost 
certainly  will  do  better  that  way  than 
by  buying  a  list  of  the  best-performing 

stocks. 

This  is  the  conclusion  that  must  be 
drawn  from  several  computer  runs 
done  by  Forbes  on  the  1,000-plus 
stocks  listed  in  our  annual  reports  on 
American  industry,  published  each 
January.  The  study  covers  too  brief  a 
period  to  be  conclusive,  but  the  out- 
come is  fascinating  and  provocative. 

For  each  of  the  past  six  years  we 
selected  2  portfolios— 12  portfolios  in 
all.  One  portfolio  each  year  is  com- 


posed of  the  25  stocks  that  had  risen 
the  most  in  the  preceding  five  years; 
the  second  comprised  the  25  that  had 
declined  the  most.  In  other  words,  one 
group  of  stocks  had  done  extremely 
well.  The  other  group  did  poorly.  The 
latter  included  some  good  companies 
that  suffered  setbacks,  but  there  were 
also  plenty  of  real  losers — stocks  of 
companies  that  were  bankrupt  or 
about  to  go  bankrupt,  the  kind  of 
stocks  that  manage  to  make  the  new- 
lows  lists,  even  when  the  rest  of  the 
market  is  rising. 
Which  set  of  lists  did  best?  Measur- 
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The  Best 


The  Worst 


Of  the  more  than  1,000  companies  covered  in  the 
1986  Forbes  Industry  Survey,  these  50  gained  most 
over  the  last  half-decade.  Will  these  stocks  still  be 
leaders  five  years  from  now?  Don't  bet  on  it. 


Company 

5-year 
price 
change 

Recent 
price 

Hasbro 

3,182.0% 

35% 

Price  Co 

2,357.1 

64  Vi 

Limited 

2,074.7 

30  lA 

Dillard  Dept  Stores 

1,998.6 

35% 

Circuit  City  Stores 

1,0  /  o.Z 

lAS/a 
Z*+78 

Minstar 

1,670.8 

23  Va 

ICH 

1,280.3 

52% 

American  Continental 

1,227.0 

9'/8 

Ames  Dept  Stores 

1,169.7 

25% 

i  eiex 

QUA  7 

704.  / 

JZ  /8 

Giant  Food 

848.5 

26% 

Zayre 

846.3 

57'/8 

American  Stores 

808.8 

64% 

Chrysler 

797.4 

43% 

Subaru  of  America 

7/lft  n 

1  J7 

Arden  Group 

729.6 

28 

Tyson  Foods 

706.2 

26 

State  Street  Boston 

690.2 

40% 

Wal-Mart  Stores 

690.1 

29% 

\jap 

Aft  }  1 

Zo  /» 

American  Family 

672.2 

29% 

Hannaford  Bros 

672.1 

27% 

VF 

652.0 

51 

Culbro 

617.1 

36% 

toys   k  us 

A 1  1  A 

O  f  74 

Strawbridge 

598.3 

39% 

Magic  Chef 

582.9 

545/s 

Savannah  Foods 

581.7 

30% 

Shaw  Industries 

573.6 

24 

Collins  &  Aikman 

1 7 

LI 

First  Boston 

554.5 

45 

Stop  &  Shop  Cos 

541.5 

39'/» 

General  Cinema 

537.7 

41  % 

Berkshire  Hathaway 

518.8 

2630 

490  1 

20 

Saga 

488.2 

25 

Walgreen 

479.3 

27% 

Allegheny  Beverage 

474.4 

22  Vi 

Macmillan 

463.2 

36% 

Monfort  of  Colorado 

460.0 

24'/2 

Food  Lion 

452.2 

20Va 

Geico 

447.0 

80 

Rubbermaid 

436.8 

32% 

Bruno's 

436.5 

13% 

Brunswick 

433.9 

41% 

Phillips-Van  Heusen 

433.3 

29 

Flowers  Industries 

430.4 

22 

General  Host 

426.0 

19'/2 

Fleetwood  Enterprises 

425.7 

23 

Supermarkets  General  424.7  47% 


Investors  have  had  good  reason  to  dump  these  firms 
during  the  last  five  years.  But  if  the  past  is  prologue, 
there  may  be  life  in  them  yet  and  good  returns  for 
risk-takers  with  patience  and  a  wide  net. 


5-year 

price 

Recent 

Company 

change 

price 

Global  Marine 

-95.8% 

1  Vi 

Evans  Products 

-93.9 

1% 

Storage  Technology 

-91.7 

1% 

Western  Co  No  Amer 

-91.6 

2% 

Allis-Chalmers 

— yi.i 

1 1/. 

OVA 

Oak  Industries 

-90.9 

2% 

Charter 

-88.5 

2Va 

GEO  International 

-88.4 

3% 

Smith  International 

-87.6 

8 

Tosco 

—87.4 

4 

Gearhart  Industries 

-86.9 

7% 

NVF 

-86.0 

¥i 

Parker  Drilling 

-86.0 

4% 

Reading  &  Bates 

-84.8 

5% 

Mission  Insurance 

—oo.o 

1 V. 

Cook  United 

-82.4 

1 

Ideal  Basic  Inds 

-81.0 

5 

Manville 

-77.8 

SVi 

Armco 

-77.0 

8% 

V,  tl  1 1 1  x,  1  UI 1  IH.M1  VrUlns 

-76.8 

14 

Kaneb  Services 

-76.1 

8% 

Tidewater 

-74.6 

12% 

Zapata 

-74.6 

9Va 

Fluor 

-73.8 

15% 

Computervision 

—  IO.O 

1UV4 

Hughes  Tool 

-73.1 

13 

LB  Foster 

-71.9 

4 

AMAX 

-71.5 

11% 

CBI  Industries 

-70.1 

191A 

Intl  Harvester 

—69.8 

Ia/A 

LTV 

-69.7 

6Va 

Fairchild  Industries 

-69.2 

10 

AM  International 

-67.7 

5 

Halliburton 

-66.8 

27% 

Valero  Energy 

—66  6 

13 

NL  Industries 

-66.0 

13 

Wickes  Cos 

-66.0 

4% 

Tiger  International 

-65.6 

8 

Savin 

-65.3 

5% 

Baker  International 

-65.3 

16% 

Dresser  Industries 

-63.8 

19% 

Public  Service  Ind 

-63.0 

7% 

Mitchell  Energy 

-61.1 

15% 

Inter! irst 

-59.7 

10 

Gates  Learjet 

-59.6 

9% 

Wheeling-Pittsburgh 

-59.5 

8  Vi 

M/A-Com 

-58.8 

13% 

US  Home 

-58.3 

6% 

Asarco 

-58.1 

Wh 

American  Hoist 

-57.8 

8% 
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Bargain  basement:  the  best  place  to  shop 


From  each  industry  survey  issue  from  1980  to  1985  oughbreds  and  the  nags.  Contrarians  will  not  be  sur- 
Forbks  i  jacked  the  25  best  and  the  25  worst  stock  prised  to  know  that  in  subsequent  years  the  nags  usual- 
performers  over  the  previous  five  years— the  Thor-    ly  outperformed  the  Thoroughbreds. 


Short-term  percent  change 


250 


Best 


225 


Worst 
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DJIA 
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150 


25 


□qj 


-25  1980  1981  1982  1983         1984  1985" 

Short-term  portfolios  (to  last  trading  day  in  December) 

•To  11/22/85. 


Long-term  percent  change 
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Long-term  portfolios  (to  11/22/85) 


1984 


ing  performance  through  November 
1985,  the  stinkers  won  by  a  comfort- 
able margin  in  four  of  the  six  years. 

Take  the  losers  list  in  our  January 
1982  industry  survey.  A  portfolio  of 
the  25  stocks  that  did  poorest  over  the 
previous  five  years  (between  Novem- 
ber 1976  and  November  1981) 
climbed  an  average  136%.  The  losers 
did  almost  twice  as  well  as  the  DJI 
and  four  times  better  than  a  portfolio 
consisting  of  the  January  1982  win- 
ners. The  best  were  worst.  The  worst 
were  best. 

Go  back  to  our  1980  losers  list. 
That  portfolio  rose  by  273%  over  the 
subsequent  six  years.  A  portfolio  of 
the  1980  winners  list  rose  178%.  The 
DJI  was  up  81%.  The  losers  out- 
performed both  the  DJI  and  the  old 
winners. 

There  is  a  reason  for  all  this:  The 
losers  have  a  lot  of  leverage.  The  ones 
that  recover  can  quadruple  or  quintu- 
ple in  price.  Much  of  the  gain  from  the 
1980  losers  list  is  from  a  27-fold  ap- 
preciation in  what  is  now  Chicago 
Pacific,  the  successor  to  Chicago, 
Rock  Island  &  Pacific,  a  bankrupt  rail- 
road. But  even  without  that  one  stock, 
the  1980  losers  would  have  done  al- 
most as  well  as  the  1980  winners  in 
long-term  performance. 

There  were  two  exceptions  to  the 


pattern  of  winning  losers.  One  was 
the  1983  losers  list,  which  lost  out  to 
the  1983  winners  list  and  to  the  Dow 
Jones  Industrials  as  well.  What  hap- 
pened in  1983?  Every  year's  loser  list 
contains  a  few  stocks  that  become 
worthless  or  nearly  so.  The  1983  list 
contained  so  many  wipeouts  and 
near-wipeouts — Commonwealth  Oil 
Refining,  Pettibone,  Rath  Packing  and 
Sambo's  Restaurants — that  the  list  as 
a  whole  couldn't  gain  ground.  Even 
so,  there  were  enough  good  winners 
on  the  loser  list  to  show  a  small  gain 
for  the  portfolio  as  a  whole.  You 
wouldn't  have  made  much  money, 
but  you  wouldn't  have  lost  any  by 
sticking  with  the  losers. 

The  other  exception  was  the  list 
from  our  January  1985  industry  sur- 
vey. It  has  had  only  a  year  to  perform, 
and  it  hasn't  performed  well.  That 
exception  seems  to  prove  another 
rule,  which  is  that  losers  don't  recover 
quickly. 

After  one  year,  for  example,  1984's 
losers  were  off  4.5%.  After  two  years 
they  showed  a  gain  of  28%,  handily 
outperforming  the  DJI,  which  was  up 
17.3%  for  the  same  period.  The  losers 
in  our  1982  survey  rose  about  in  line 
with  the  DJI  during  1982,  but  after 
three  more  years  had  beaten  the  DJI 
by  2  to  1.  The  moral  seems  to  be:  If 


you  invest  in  losers,  have  patience. 
They  rarely  turn  around  in  just  a  few 
months. 

Thus,  if  the  parallels  hold,  this 
year's  losers  list  of  50  (see  opposite) 
will  probably  pace  the  DJI  in  1986  but 
will  do  a  lot  better  if  held  through 
1987  and  1988. 

Warning:  Playing  the  losers  re- 
quires discipline  as  well  as  patience. 
Don't  simply  buy  a  selected  few  los- 
ers. Buy  the  whole  group  without  ex- 
ception, because  you  don't  know 
which  ones  are  going  to  recover  and 
which  will  go  under. 

So  don't  give  up  on  the  1985  losers 
yet.  The  previous  year's  25  best  stocks 
are  up  44.9%,  whereas  the  25  laggards 
gained  only  10.2% .  The  brief  evidence 
gleaned  from  the  other  portfolios  sug- 
gests that  these  results  could  be  re- 
versed within  the  next  year  or  two. 

But  will  the  pattern  continue  to 
hold;  Is  it  destined  that  losers  usually 
become  winners  and  winners  losers? 
We  honestly  don't  know.  But  we  sus- 
pect there  is  a  bias  in  market  pricing 
that  carries  stocks  a  lot  higher  than 
they  should  go  when  the  news  about 
them  is  good,  and  drops  them  a  lot 
lower  than  they  deserve  when  the 
news  is  bad.  Hence  the  seemingly 
strange  outcome  of  this  little  study. 

(To  be  continued  next  year.)  ■ 
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If  Mack  Trucks  survives  in  heavy  trucks,  it 
can  thank  John  Curcio,  who  helped  bring 
in  Renault  and  is  challenging  the  United 
Auto  Workers  to  shape  up  or  ship  out. 

Bulldog 
at  the  wheel 


Chairman  John  Curcio  with  one  of  Mack's  33,000-pound  products 
Expecting  "a  major  skirmish,  if  not  a  major  war"  in  heavy  trucks. 


By  Barry  Stavro 

T|he  Mack  Trucks,  Inc.  assem- 
bly plant  in  Allentown,  Pa.  was 
built  in  1926  and  remains  a  mod- 
el of  its  kind.  The  wrong  model.  You 
won't  spot  any  robotics  here.  Major 
parts  are  still  moved  by  forklifts,  and 
the  spray  painting  is  done  by  hand. 
United  Auto  Workers'  labor  costs 
nearly  $23  an  hour  (including  bene- 
fits), and  there's  a  maze  of  90-plus  job 
classifications.  "High  button  shoes," 
Mack's  Chairman  John  Curcio  calls 
those  labor  agreements. 

But  if  Mack  survives  the  coming 
shakeout  in  heavy  trucks,  the  credit 
will  go  to  Curcio,  51,  who  took  the 
wheel  in  1980.  He  helped  persuade 
France's  Renault  to  buy  into  Mack  in 
1979,  while  the  truckmaker  was  still 
a  subsidiary  of  Signal  Cos.  Curcio  at 
the  time  was  head  of  Mack's  interna- 
tional operation.  Now  Curcio,  the  son 
of  a  Hazleton,  Pa.  coal  miner,  is  mak- 
ing himself  unpopular  in  the  Lehigh 
Valley  by  threatening  to  move  Mack's 
main  plant  out  of  Pennsylvania. 

Curcio,  who  never  graduated  from 
college  but  who  went  to  work  in  the 
truck  business  after  getting  out  of  the 
Navy  in  1954,  will  close  the  Allen- 
town  plant  by  1987,  by  which  time  he 
will  have  spent  $80  million  on  a  new 
plant  to  replace  it.  He  hasn't  said 
where  the  new  plant  will  go,  but  he 
has  set  a  Jan.  1 7  deadline  for  the  UAW 
to  give  up  $3.85  an  hour  in  labor  costs, 
plus  work-rule  concessions,  if  Penn- 
sylvania is  to  have  any  chance  for  the 
facility.  He  figures  that  $4  spread  is 
what  Mack  overpays,  compared  with 
its  heavy-truck  competitors,  Freight- 
liner,  Paccar  and  Volvo-White. 

It's  a  reasonable  bet  that  Curcio 
will  decide  to  build  a  nonunion  plant 
in  the  Midwest  or  in  the  Carolinas. 
Mack  recently  opened  a  parts  oper- 
ation in  North  Carolina,  where  labor 
costs  Mack  only  $12  an  hour.  Public 
shareholders,  who  hold  the  59%  of 
stock  that  Renault  doesn't  have,  can 
only  cheer  his  bulldog  determination. 
They  have  seen  no  dividends  since 
Mack  came  public  again  in  1983,  at 
15,  and  they  sit  today  with  a  stock 
trading  over-the-counter  at  11. 

Curcio  has  cut  $160  million  a  year 
from  Mack's  fixed  costs  and  produced 
a  $75  million,  or  $2.29-per-share, 
profit  on  $2.1  billion  revenues  in 
1984.  But  last  year  profits  fell  to 
about  $5  million  before  a  $63  million 
writeoff  on  Allentown  threw  Mack 
some  $58  million  into  the  red. 

The  problem  is  overcapacity  and 
consequent  bloodletting  in  class  8 
trucks,  the  33,000-pound-plus  vehi- 
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cles  that  are  Mack's  main  business. 
Trucking  industry  deregulation  has 
led  to  more  efficient  hauling,  while 
the  decline  of  U.S.  manufacturing 
plus  aggressive  competition  from  sur- 
viving railroads  means  there  is  less  to 
haul.  U.S.  sales  of  heavy-duty  trucks 
dropped  from  166,000  in  1979  to 
127,000  today,  while  the  seven  major 
truckmakers — Mack,  International 
Harvester,  Paccar,  Ford,  GM,  Freight- 
liner  and  Volvo- White — have  capacity 
for  230,000  trucks.  "Every  year  since 
1980  the  average  selling  price  of  a 
class  8  truck  has  come  down,"  Curcio 
points  out. 

Still,  the  U.S.  represents  one-third 
of  the  world  truck  market,  so  compe- 
tition keeps  coming.  The  Japanese 
truckmakers — Hino,  Isuzu,  Mitsubi- 
shi and  Nissan — are  now  moving  into 
the  market.  The  Europeans,  of  course, 
are  already  here.  In  addition  to  Re- 
nault, with  its  41%  share  of  Mack, 
there  is  Daimler-Benz,  which  bought 
Freightliner  in  1981,  and  Volvo, 
which  picked  up  bankrupt  White  Mo- 
tor the  same  year.  "In  the  next  five 
years,"  says  Curcio,  "we  expect  a  ma- 
jor skirmish,  if  not  a  major  war." 

Can  Mack  survive?  Curcio  is  count- 
ing on  the  new  plant  to  cut  produc- 
tion costs  for  a  new  truck  line  by  20% 
to  25%  and  give  him  a  fighting 
chance.  The  company  has  to  spend 
aggressively  to  make  up  for  the  dozen 
years  it  endured  as  a  division  of  Sig- 
nal. Though  the  1967  Signal  acquisi- 
tion probably  saved  Mack  from  ex- 
tinction, in  the  1970s  Mack  had  to 
funnel  profits  up  to  the  parent.  "Cap- 
ital expenditures  [in  trucks]  were  not 
made  to  the  extent  they  should  have 
been,"  says  Fred  Kerber,  Mack's  se- 
nior executive  vice  president. 

Mack  traveled  a  twisty  road  to  be- 
come an  independent  company  again. 
Renault  paid  Signal  $228  million  to 
boost  its  Mack  holdings  to  41% — $94 
million  going  to  Mack.  Then  in  1983 
Signal  (since  merged  with  Allied)  sold 
all  but  10%  of  its  Mack  holdings  to 
the  public  and  took  in  $144  million. 

But  with  Renault's  backing,  Curcio 
has  plausible  hopes  these  days.  Mack 
has  gained  market  share  since  1983, 
moving  from  15%  to  18.5%  of  the 
tough  class  8  market,  and  Curcio 
makes  the  case  that  in  trucks  the  U.S. 
can  prevail  over  Japanese  competi- 
tion, as  it  did  not  in  cars.  American 
heavy-duty-truck  makers  have  kept 
quality  up,  while  the  Japanese,  who 
have  scant  experience  building  the 
bigger  models,  are  starting  in  the  low- 
er end  of  the  truck  market.  It  will  be 
two  to  five  years,  Curcio  thinks,  be- 
fore they  attack  the  class  8  market. 

Curcio  is  using  that  grace  p 


Working  on  the  line  at  Mack's  Allentown  assembly  plant 

Without  wage  and  work  rule  concessions,  it's  good-bye  Pennsylvania. 


keep  his  network  of  dealers  (230)  and 
service  centers  (503)  relatively  pros- 
perous by  selling  Renault-built  buses 
and  medium-duty  trucks. 

Still,  Curcio  has  no  illusions. 
"We're  going  to  have  to  continue  to 


look  at  everything,"  he  says.  From  the 
Paris  offices  of  Renault  to  the  non- 
union labor  of  the  Carolinas,  he  has 
already  looked  at  enough  to  give 
Mack  a  chance  for  survival,  and  its 
shareholders  some  reason  for  hope.  ■ 


First  came  the  big  chill  Now  comes  the  big 
squeeze.  Is  there  no  American  industry  safe 
from  foreign  competition? 


Orange  crush 


By  Phyllis  Berman 


Orange  juice  is  more  American 
today  than  apple  pie  ever  was. 
Tens  of  millions  of  us  start  our 
day  with  it.  Three  members  of  The 
Forbes  Four  Hundred  made  their  for- 
tunes growing  Florida  oranges:  Jack 
Berry  Sr.  (net  worth,  $250  million- 
plus),  Emmett  Evans  ($200  million- 
plus),  and  Ben  Hill  Griffin  Jr.  ($200 
million-plus). 

Most  of  their  holdings  are  in  south- 
ern Florida.  Since  Florida's  worst 
freeze  of  the  20th  century,  a  year  ago, 


more  and  more  growers  want  to  fol- 
low them  there.  Florida  cattlemen, 
ailing  in  their  own  industry,  are  con- 
verting to  oranges.  Giant  U.S.  Sugar 
alone  has  obtained  initial  permits  to 
convert  18,000  acres  of  its  south  Flor- 
ida grazing  land  to  orange  groves. 
"You  can't  just  sit  on  the  land,"  says  a 
young  rancher  thinking  of  converting 
his  2,000-acre  cattle  ranch  west  of 
Clewiston,  Fla.  to  oranges.  "And  cit- 
rus sure  is  a  lot  better  than  cattle  at 
the  moment." 

Eventually,  says  the  trade  group 
Florida  Citrus  Mutual,  100,000  acres 
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BREAKTHROUGH: 

ISE  JETS  OF  WATER 
rO  MAKE  LIGHTER, 
STRONGER  JETS. 

Jy  using  composite  materials-layers  of 
:arbon  fiber  cloth  bonded  together-we  make 
larrier  II  airplane  parts  that  are  lighter  and 
tronger.  But  to  make  sure  the  layers  are 
>roperly  bonded,  we  needed  a  way  to  look 
leep  inside  each  part. 

To  give  us  this  inner  view,  McDonnell 
)oug!as  engineers  developed  a  new  method 
>f  ultrasonic  testing-one  that's  completely 
lutomated. 

They  programmed  water  jets  to  follow 
he.  shape  of  a  composite  part  exactly, 
idjusting  to  any  change  in  thickness  and 
lutomatically  scanning  every  millimeter, 
[uickly  and  precisely.  With  this  "window  to  j 
he  inside^  our  quality  and  productivity  are 
tigher,  while  our  costs  are  significantly 
ower. 

.  We're  creating  breakthroughs  not  only 
n  aerospace,  but  also  in  information  systems 
ind  transportation. 

We're  McDonnell  Douglas. 


1985,  McDonnell  Douglas  Corporation 


4m0 
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An  analytical  computation  of  a  myocardial  perfusion 
radiograph  from  the  Philips  APU.  It  shows  blood  flowing  through 
the  heart  during  a  single  cardiac  cycle. 


A  DANGER 
FORESEEN 

IS  HALF 
A/OIDED" 


Thomas  Fuller.  M.D.  1732. 


To  further  advance  the  art  of  seeing  into  the  body,  Philips,  a  leader  in  diagnostic  im- 
aging, continues  to  provide  superior  new  products.  We  took  a  pioneering  step  in  19S0 
with  the  first  system  for  digital  subtraction  angiography.  Our  TOMOSCAN  60/TX 
has  put  refined  CT  scanning  technology  within  the  reach  of  medical  institutions  of 
all  sizes.  And  our  thirteen  years  of  international  research  have  produced  an  integrated 
system  for  magnetic  resonance  imaging  that  sets  new  performance  standards  for  both 
clinical  applications  and  high  magnetic  field  research.  Philips  Medical  Systems,  Inc. 
Shelton,  Connecticut  06484. 


PHILIPS 


PHILIPS 


Florida  oranges  frozen  on  the  tree 
For  the  Brazilians,  it  could,  not  have  been  better  timed. 


Morris/Black  Mar 


of  new  Florida  orange  groves  may  be 
planted  in  the  south.  The  state  of  Flor- 
ida currently  has  quarantines  on  some 
nurseries  because  of  an  outbreak  of 
citrus  canker.  But  growers  have  found 
other  suppliers  of  new  plantings. 

Meanwhile,  some  Florida  growers 
are  looking  at  such  far-flung  spots  as 
Costa  Rica,  Belize  and  Honduras  for 
possible  further  expansion — at  the  in- 
vitation of  the  U.S.  government, 
which  wants  to  help  develop  cash  ex- 
port crops  for  poverty-stricken  Carib- 


bean Basin  countries.  Coca-Cola, 
which  has  22,000  acres  of  orange 
groves  in  Florida  for  its  Minute  Maid 
brand,  plans  to  develop  another 
25,000  acres  in  Belize. 

Growing  an  acre  of  orange  trees  to 
commercial  volume  takes  $7,200  and 
seven  or  eight  years.  Few  businesses 
so  capital  intensive  have  such  a  long 
wait  for  a  payout. 

But  for  those  who  can  afford  the 
wait,  the  payout  has  always  been 
worth  it.  As  the  tax  laws  are  currently 


Changing  places 


Over  six  growing  seasons,  the  two 
major  producers  of  orange  juice 
concentrate,  Brazil  and  Florida, 
have  reversed  roles. 


millions  of  42"  Brix  gallon 


250 


-  200 


Florida 


100- 
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'Estimated         Source:  Florida  Citrus  Mutual 


written,  you  can  write  off  the  entire 
investment  in  about  10  years,  as  op- 
posed to  1 8  for  a  commercial  building. 

Crop  yields?  They  reach  200  to  250 
boxes  per  acre  annually  by  the  10th  or 
12th  year,  and  then  keep  increasing, 
to  400  boxes  or  more  in  the  21st  year. 
An  established  tree  is  a  virtual  annu- 
ity for  its  owner.  The  trees  live  for  as 
long  as  50  years. 

Best  of  all,  this  has  been  as  beautiful 
a  windfall  business  as  you  can  find. 
After  each  freeze,  the  price  of  orange 
concentrate  has  climbed,  and  growers 
with  fruit  left  on  the  trees — meaning 
mainly  south  Florida  growers — reaped 
an  enormous  profit. 

Although  agriculture,  the  industry 
is  more  a  product  of  technology  than 
of  nature.  Thirty  years  ago  fresh  or- 
ange juice  was  seasonal  and  high 
priced.  But  with  the  discovery  of  con- 
centrate— fresh  juice  evaporated  and 
frozen,  later  to  be  reconstituted — or- 
ange juice  became  a  staple  instead  of  a 
luxury. 

The  orange  grove  expansion  is  com- 
ing in  a  vast  area  of  southern  Florida 
around  Lake  Okeechobee  and  to  the 
southwest.  It's  as  big  as  Connecticut 
and  as  sparsely  populated  as  Idaho  and 
dotted  with  communities  where  mi- 
grant workers  live. 

Long  used  for  cattle,  this  huge  ex- 
panse has  the  potential  for  thousands 
of  acres  of  new  orange  groves.  It  lacks 
the  sandy  soil  and  cool  nights  of  the 
north,  and  big  expenditures  are  need- 
ed for  drainage  and  irrigation.  But  as 
85-year-old  Emmett  Evans  once  said, 
"It's  like  planting  gold  for  the  future." 

Maybe.  But  this  time  events  may  be 
working  against  the  old  foxes.  Foreign 
competition  is  rearing  its  head  in  yet 
another  hitherto  secure  corner  of  the 
American  economy.  Foreign  competi- 
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Where  few  insurance  companies  feel  at  home. 


Insuring  the  exceptional  home  calls  for  special 
expertise.  An  appreciation  of  architectural 
details.  An  understanding  of  antiques,  art, 
and  jewelry.  For  over  a  century,  Chubb  has 
been  the  insurer  of  choice  for  fine  homes  and 
the  belongings  they  contain. 

The  more  you  have  to  insure,  the  more 
you  need  Chubb. 


For  further  information, 
phone  800-922-0533. 


CHUBB 


The  Chubb  Group  ol  Insurance  Companies  is  proud  to  participate 
in  "American  Playhouse!'  Watch  for  it  on  PBS. 


To  photograph  the  earth's  resources  from 
the  air,  they  say  you  need  a  camera  that  can  see  through 
clouds.  They  say  that's  impossible.  But  Goodyear  said, 
"Let's  try  a  new  way,"  and  developed  a  special  kind  of 
radar,  which  not  only  sees  through  clouds,  but  gives 
you  pictures  as  sharp  as  some  cameras. 


They  say  your  knees  and  ankles  have  to 
take  a  pounding  when  you  go  for  a  run.  But  Goodyear 
said,  "Not  so,"  and  created  Wingfoot™XL,  a  new  ma- 
terial for  insoles.  It  eliminates  97  percent  of  the  shock. 
So  you  can  strengthen  your  heart,  without  weakening 
your  joints. 


Crated  oranges  at  Sao  Paulo 

Why  give  up  hard-won  markets? 

tion?  More  specifically,  Brazilian. 

Brazil  is  fast  becoming  in  orange 
concentrate  what  Japan  is  in  autos: 
the  world's  most  efficient  producer. 
Last  year,  thanks  to  the  big  freeze, 
50%  of  all  the  orange  juice  Americans 
drank  came  from  Brazil.  The  freeze 
gave  the  Brazilians  the  opening  they 
had  been  seeking. 

Why?  Because  this  freeze  was  dif- 
ferent. Coming  back  to  back  with  an- 
other bad  freeze  just  one  year  before, 
this  one  was  a  tree-killer.  Always  be- 
fore, the  orange  crop  may  have  been 
killed,  but  most  of  the  trees  survived. 
In  1985  not  just  the  fruit  but  entire 
groves  were  destroyed. 

This  should  have  caused  an  astro- 
nomical increase  in  orange  concen- 
trate prices.  But  it  didn't.  Prices 
jumped  from  $1.57  per  pound  solid  to 
$1.83.  But  after  a  few  days  the  price 
started  falling.  Recently  prices  were 
around  $1.20,  even  though  almost  a 
quarter  of  the  Florida  groves  have 
been  wiped  out. 

Just  six  years  ago  Florida  produced 
251  million  gallons  of  concentrate 
and  Brazil  only  146  million  gallons, 
most  of  it  for  Europe.  In  1985  Florida's 
freeze-crippled  groves  produced  less 
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Claus  Meyer/Blade  Star 


than  120  million  gallons.  Brazil  pro- 
duced 250  million  gallons,  about  150 
million  of  it  for  the  U.S.  market. 

Brazil  has  gained  so  much  market 
share  that  Cacex,  the  government's 
agricultural  export  arm,  now  controls 
the  price  of  concentrate,  despite  a  34- 
cent-per-pound  U.S.  import  duty. 
"This  has  always  been  a  windfall 
business,  but  now  the  windfall  is  go- 
ing to  Brazil,"  says  German-born 
Horst  Happel,  who  learned  the  busi- 
ness in  Dade  City  from  Emmett  Evans 
and  who  is  now  a  managing  director 
of  one  of  Brazil's  biggest  operations, 
Citrosuco. 

It  was  a  nice  windfall  for  Brazil's 
hard-pressed  creditors,  too:  Orange 
juice  concentrate  brought  in  about 
$1.4  billion  in  desperately  needed  for- 
eign exchange  for  a  country  with  $101 
billion  in  foreign  debt. 

It  was  big  Florida-based  processors 
that  sparked  the  development  of  the 
Brazilian  industry  back  in  the  1960s. 
They  needed  alternative  sources  to 
keep  their  allotted  space  in  grocers' 
freezers.  True,  many  Brazilian  or- 
anges were  yellow,  not  orange,  and  so 
was  the  juice.  Nor  were  they  as  sweet 
as  Florida  oranges.  Enter  blending. 


They  say  there's  just  no  way  to  make 
today's  lighter  cars  ride  like  yesterday's  heavier  cars. 
But  Goodyear  said,  "Is  that  so?"  and  went  on  to  cre- 
ate air  springs  for  a  computerized  suspension  system. 
So  even  lighter  cars  can  corner  like  a  running  back 
and  ride  like  a  dream. 


if 


See  how  you  can  make  things  better  when 
you  don't  listen  to  what  "they"  say? 

good/year 
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Growing  gold 


-a  wedding  pres- 


Tlhese  are  the  big  players  in  the 
orange  growing  business: 
Ben  Hill  Griffin  Jr.,  75,  wears  a 
cowboy  hat  and  patent  leather 
shoes.  He  does  business  out  of  a 
plain,  two-story  building  in  the 
central  Florida  community  of 
Frostproof  (inaptly  named,  as  it 
turned  out),  under  a  plastic  wall 
clock  shaped  like  an  orange  slice. 
The  son  of  a  grower,  Griffin  drove  a 
mule  team  in  his  father's  groves 
when  he  was  8,  studied  horticul- 
ture at  the  University  of  Florida 
and  started  in  oranges  with  10  acres 
ent  from  his  father  in  1933. 

Now  Griffin  has  10,000  acres,  all  in  southern  Florida, 
as  well  as  controlling  interest  in  Alico,  a  publicly 
traded  agribusiness  with  25,000  acres  of  Florida  farm- 
and  timberland. 

In  1981  Griffin  sold  his  concentrate  processing  plant 
to  Procter  &.  Gamble,  then  launching  its  Citrus  Hill 
brand.  The  plant  was  to  continue  to  process  Griffin's 
production.  But  P&G  didn't  want  the  mandarin  or- 
anges Griffin  wanted  to  sell — not  sweet  enough,  the 
company  claimed.  Despite  huge  expenditures  for  ad- 
vertising, P&G  still  hasn't  cracked  the  orange  juice 
market  big.  For  his  part,  Griffin  has  been  seeking  other 
outlets  for  his  crop. 

Emmett  Evans,  85,  of  Dade  City  is  a  former  Auburn- 
dale,  Fla.  Ford  dealer  who  bought  his  first  20-acre  grove 


freezes,  and  a  concentrating  plant 
he  owns  in  Dade  City  is  now  shut 
down  for  lack  of  supply.  But  no 
sweat:  He  also  has  30,000  acres  of 
groves  in  the  south  valued  at  $220 
million.  Then  there  is  $35  million 
in  bonds  and  T  bills. 

Jack  Berry,  68,  a  courtly  native 
Tennessean,  operates  out  of  an  un- 
impressive office  building  on  a  de- 
serted country  road  near  Winter 
Haven  in  central  Florida.  But  he 
parks  a  gold  Rolls-Royce  outside, 
and  he  lives  in  a  palatial  Mediterra- 
nean-style home  with  huge  rooms  and  golden  faucets, 
hidden  away  behind  a  stone  wall  on  an  ordinary  Winter 
Haven  street. 

Berry  went  to  New  York  at  22  and  set  up  a  fruit 
brokerage  business.  He  came  to  Florida  in  the  1950s 
and  started  buying  orange  groves  at  $1,500  an  acre,  a 
price  considered  outlandish  at  the  time  (recent  price  for 
a  fully  developed  grove:  $8,000  to  $10,000  per  acre). 

A  pioneer  in  south  Florida  in  the  1960s,  Berry  now 
has  13,000  acres  of  orange  groves  in  the  south  and  is 
adding  another  8,000. 

A.  Duda  &  Sons,  now  run  by  the  third  generation  of 
the  Duda  family,  is  among  the  largest  privately  held 
agribusinesses  in  the  U.S.,  although  almost  unknown 
to  consumers  outside  Florida.  Headquartered  in 
Oviedo,  Duda  owns  125,000  acres  of  Florida  farmland 
with  dozens  of  varieties  of  vegetables  and  fruit,  includ- 


in  1920.  Evans  lost  2,000  acres  in  the  1984  and  1985     ing  8,000  acres  of  oranges.— P.B. 


Brazilian  production  mostly  went  to 
Europe  but  could  be  used  as  a  supple- 
ment in  the  U.S.  whenever  there  was 
a  freeze  and  mixed  with  Florida  con- 
centrate to  keep  the  price  down. 

But  as  the  dollar  rose  in  1983  and 
1984,  the  price  of  orange  juice  outside 
the  U.S.  went  so  high  that  Europeans 
stopped  drinking  it.  For  Brazil,  then, 
the  big  freeze  in  Florida  couldn't  have 
been  better  timed.  Americans  needed 
orange  juice.  The  Brazilians  had  it  and 
to  spare. 

"These  Brazilian  guys  are  truly  en- 
trepreneurial," says  Paul  Russell,  who 
heads  A.  Duda's  citrus  business  in 
Florida.  "For  every  move  the  Florida 
industry  has  come  up  with,  there  has 
been  a  countermove  by  the  Brazilians, 
and  a  smart  one  at  that." 

Take  the  main  Brazilian  export- 
ers— Cutrale  and  Citrosuco — which 
make  the  concentrate  in  huge  plants 
in  Brazil  and  ship  it  to  the  U.S.  in  their 
own  vessels.  They  are  paid  in  dollars, 
but  they  pay  their  growers  in  cru- 
zeiros, thus  forcing  them  to  take  the 
brunt  of  Brazil's  220%  inflation  rate. 
After  recent  strikes,  the  growers  got 
more  money,  but  still  in  cruzeiros, 
and  in  installments  at  that,  so  that 
each   inflation-eroded   payment  is 


worth  less  than  the  last. 

Or  take  the  3-cent-per-pound  tax 
that  the  Florida  Citrus  Commission 
decided  to  impose  on  top  of  the  34- 
cent  duty.  It  was  to  be  used  for  adver- 
tising and  promotion  in  the  U.S.  Flor- 
ida growers  had  always  been  taxed  for 
this  purpose.  Why  not  the  foreigners? 
But  that  simply  pushed  the  Brazilian 
exporters  into  building  big  container 
facilities  in  Delaware  and  New  Jersey. 
They  now  bring  the  concentrate  in 
there  and  sell  it  to  U.S.  processors, 
bypassing  the  commission  and  its  tax. 

Florida's  newest  device  is  the  seal  of 
approval,  which  will  soon  be  seen  in 
supermarkets.  It's  supposed  to  guar- 
antee that  the  juice  is  high-quality 
and  is  processed  by  a  Florida-head- 
quartered processor.  But  there's  no 
way  to  police  some  300  processors 
who  may  be  buying  concentrate  from 
both  Brazil  and  Florida  and  mixing  it 
outside  of  Florida.  Besides,  does  the 
average  consumer  really  care? 

What's  next?  Says  Duda's  Russell: 
"There's  no  reason  they  [the  Brazil- 
ians] can't  move  into  mixing  the  juice 
themselves.  The  economics  are  there. 
All  they  have  to  do  is  buy  our  product 
and  blend  it  with  their  own  in  plants 
near  big  markets  like  New  York,  Chi- 


cago and  Los  Angeles." 

So,  what  happens  when  all  that  new 
Florida  capacity  comes  in?  Even  with- 
out what  is  planned  for  the  future, 
new  groves  planted  seven  or  eight 
years  ago  are  coming  into  full  produc- 
tion this  year.  Statewide,  production 
will  probably  jump  from  104  million 
boxes  in  1984-85  to  an  estimated  132 
million  in  1985-86. 

Will  U.S.  processors  switch  back  to 
Florida  orange  juice  when  the  in- 
creased Florida  capacity  comes  on 
stream?  Florida  growers  think  so. 
Says  Jack  Berry  in  his  gentlemanly 
way,  "Maybe  it's  just  a  matter  of  pride 
or  stubbornness,  but  I  think  the  Flor- 
ida product  can't  be  matched." 

But  its  price  can  be  matched  and 
beaten.  Brazil,  which  currently  has  an 
oversupply  of  concentrate,  could  cut 
prices  as  Third  World  countries  have 
in  copper  and  steel.  It  would  be  naive 
to  expect  the  Brazilians  calmly  to  sur- 
render their  hard-won  markets  just 
because  increased  crops  were  avail- 
able in  the  U.S. 

It's  one  world.  That's  not  a  cliche. 
It's  an  accurate  description  of  the 
business  environment  today  for  or- 
ange growers  and  just  about  every  oth- 
er American  business  person.  ■ 
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We're  drilling  for  oil  in  China  and  produce  over  30%  of  Australia's  oil  needs.  Our  exploration  extends 
from  the  North  Sea  to  the  Rocky  Mountains.  We  have  rich  copper  in  Chile,  gold  in  New  Guinea  and  coal  in 
New  Mexico.  Worldwide,  we're  acquiring  new  mineral  and  energy  reserves  faster  than  we  are  depleting  existing 
ones.  We're  also  one  of  the  world's  most  efficient  integrated  steel  makers. 

Last  year  we  lifted  worldwide  sales  by  32%  and  profit  by  21%.  Gross  assets  today  approximate 
$US  10  billion.  To  learn  more,  contact  Denys  Harraway,  The  Broken  Hill  Proprietary  Company, 
550  California  Street,  SanFrancisco,  California.  94104.  Tel:  (415)7742288. 
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In  1945,  the  U.S.  Navy  was  putting 
the  first  digital  computer  through  its 
paces.  Suddenly,  for  no  apparent  rea- 
son, the  room-sized  machine  broke 
down.  After  a  long  search,  techni- 
cians discovered  the  cause.  Deep 
within  the  machine,  crushed  between 
the  points  of  a  relay,  was  a  moth. 

"Bugs"  have  bedeviled  Computer 
Man  ever  since. 

Until  recently,  things  were  getting 
better  every  year.  Each  new  genera- 
tion of  business  machines  has  proved 
more  reliable  than  the  last. 

Yet,  for  all  this  progress,  the  business 
that  trusts  its  affairs  to  computers  may 

—  continued  on  next  page 
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be  more  at  risk  today  than  at  any  time 
in  the  last  40  years. 

The  rise  of  office-wide  and  compa- 
ny-wide systems  is  changing  the 
arithmetic  of  risk.  The  number  and 
variety  of  devices  now  being  installed 
multiply  the  chances  that,  on  any  given 
day,  something  will  fail. 

More  disturbing:  business  machines 
no  longer  fail  alone. 

The  "why"  of  this  will  be  familiar  if 
you  ever  struggled  with  those  old- 
fashioned  Christmas  lights:  one  bad 
bulb  and  the  whole  string  went  dark. 
In  an  office  system,  each  "bulb"  is  like- 
ly to  be  a  $10,000  business  machine. 
And  the  "string,"  a  maze  of  cables  and 


fiber  optics  stretching  (literally)  all 
over  the  map. 

What's  to  be  done?  Must  whole 
companies  now  be  hostage  to  the  per- 
formance of  machines?  Below,  AT&T 
digs  into  the  issues  and  finds  reason 
for  optimism— as  well  as  alarm. 

BLOOD.  Any  company  whose  life's 
blood  pumps  through  a  computer  is 
going  to  want  some  sort  of  backup.  A 
count  of  America's  business  machines 
would  turn  up  thousands  of  devices 
whose  sole  job  is  to  sit  and  wait. 

All  this  duplication  does  as  much 
to  enrich  hardware  vendors  as  it  does 
to  protect  system  users. 

By  contrast,  the  gospel  according 


For  all  this  progress, 
the  business  that  trusts  its 
affairs  to  computers  may  be  more 
at  risk  today  than  atony  time 
in  the  last  40  years. 


to  AT&T  is  "communication, 
duplication!"  In  AT&T's  world,  i; 
mation  is  portable.  Our  stock  in  ti 
are  networks  that  can  be  instant! 
configured  to  shift  the  burden 
downed  computer  to  another  de 
whose  day-to-day  chores  are 
immediate. 

Like  cast  members  in  a  Broad 
show,  the  devices  in  such  a  systen" 
capable  of  stepping  into  each  otl 
roles  at  a  moment's  notice. 

By  no  coincidence  at  all,  the  s; 
AT&T  networks  that  permit  yo 
work  around  a  problem  can  pre 
most  problems  in  the  first  place. 

Remote  sensing  devices  can 
monitor  the  health  of  entire  office 
terns  around  the  clock  from  A' 
command  posts  miles  away. 

So  sensitive  are  these  probes 
they  can  spotlight  malfunctions  ir 
making  within  individual  machin< 
usually  before  the  users  themse 
are  aware  of  anything  wrong. 

These  same  probes  also  serv<| 
tools.  In  AT&T's  world,  some  40*: 
50%  of  all  repairs  can  be  made  1 
out  a  service  call.  Those  are  " 
world"  figures:  AT&T  now  sta 
watch  over  35,000  systems. 


HITCH.  The  hitch  in  all  this  is 
few  companies  live  in  an  all-A 
world.  Few  live  in  an  a\\-anyti 
world.  More  and  more  of  today's  o 
systems  rest  on  a  fragile  ecolog 
devices  from  many  vendors. 

Vendor  A  may  know  his  own 
inside  out.  Ditto  for  Vendor  B. 
when  your  system  depends  ( 
whole  alphabet  of  vendors,  wh« 
you  call?  Who's  accountable? 

That  was  precisely  the  questi 
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Vendor  A  may  know 
his  own  stuff  inside  out  Ditto 
forVendorB.  But  when  your  system 
depends  on  a  whole  alphabet  of 
vendors,  who  do  you  call? 
Who's  accountable? 


or  electronics  firm  put  to  AT&T 
winter.  This  company  had  built  up 
i  and  communications  networks 
ig  lines  and  equipment  from  7 
dors,  including  some  of  AT&T's 
f  rivals. 

^hat  the  company  wanted  was  one 
'dor  that  would  stand  accountable 
!the  workings  of  every  line  and 
ky  switch  they  owned  in  48  states, 
ifould  AT&T  take  the  job? 
,s  a  service  company  we're  moving 
lat  direction,  but  there  are  limits  to 
it  any  company  can  promise  where 
ers'  products  are  involved.  We  are 
i;ed  by  the  promises  we  keep. 
T&T's  proposal:  a  trial  marriage. 
|d  start  small,  get  it  right,  and 


expand  from  there.  In  this  case, 
"starting  small"  meant  across-the- 
board  responsibility  for  systems  at  50 
sites  in  16  states. 

Today,  as  far  as  the  electronics  firm 
is  concerned,  it  is  AT&T's  job  to  watch- 
dog the  performance  of  all  these  sys- 
tems. When  trouble  knocks,  it  is  now 
AT&T's  job  to  pinpoint  the  fault,  and  to 
orchestrate  the  efforts  of  other  ven- 
dors to  put  things  right. 

One  AT&T-er  sums  up  the  complex 
logistics  this  way:  "When  a  customer 
has  one  number  to  call  —  no  matter 
when,  no  matter  what  -  you'd  better 
be  ready  to  jump." 

Free  Offer:  How  does  AT&T  (or  any 
vendor)  work  in  harness  with  a  com- 


petitor? A  recent  AT&T/Hewlett- 
Packard  white  paper  offers  an  inside 
look  at  the  issues,  the  pitfalls,  and  the 
keys  to  success.  For  a  free  copy, 
please  telephone  1  800  247-1212.  Or 
you  may  write  Mr.  Dale  Hegstrom, 
AT&T  Information  Systems,  RO.  Box 
1405,  Morristown,  NJ  07960-1405. 

JEANS.  AT&T  now  serves  7  million 
business  customers.  Some  wear 
pinstripes,  some  wear  jeans.  They  are 
a  cross  section  of  American  business. 

The  biggest  have  more  computers 
and  communications  gear  than  many 
governments. 

It  is  these  big  companies  who  feel 
most  keenly  the  lack  of  integrated 
service  and  support.  They  expect  us 
to  lead  the  charge  to  fill  this  void. 

They  see  it  as  part  of  our  job. 

Meanwhile,  we  have  customers 
who  have  yet  to  buy  their  first  PCs. 
For  them,  we  are  a  telephone,  an 
Operator's  voice,  and  someone  to  call 
"in  case."  (AT&T  service  technicians 
aren't  drawn  from  a  hat.  Like  neigh- 
borhood cops,  each  one  patrols  a  par- 
ticular business  beat.) 

Small  or  large,  no  two  of  our  cus- 
tomers are  exactly  the  same. 

Our  job  is  to  be  there.  No  matter 
who  calls.  No  matter  when.  No  matter 
what.  We're  AT&T. 


AT&T 

The  right  choice. 
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For  nearly  four  decades  the  Forbes  Annual  Report  on 
American  Industry  has  evaluated  management  perfor- 
mance of  the  nation's  largest  public  companies.  This,  the 
38th  such  report,  covers  1,004  corporations. 

Our  purpose  here  goes  beyond  the  mere  compilation  of 
statistics.  We  are  being  frankly  and  openly  judgmental. 
Which  managements  are  doing  the  best  job  within  their 
respective  industries?  Which  managements  are  asleep  at 
their  desks?  You  can't  answer  these  questions  with  one  or 
two  numbers.  Our  Yardsticks  have  been  refined  and  im- 
proved constantly  since  their  introduction  in  1949.  We 
now  analyze  long-term  and  short-term  profitability; 
growth  in  sales  and  earnings;  stock  market  performance. 
Companies  are  ranked  both  within  their  industry  group 
and  against  all  other  firms  in  the  survey. 

This,  then,  is  not  a  simple  statistical  compilation.  It  is  a 
report  card,  a  revealing  look  at  how  well  managers  are 
managing  the  capital  entrusted  to  them. 

Each  year  companies  fade  from  the  list,  merged,  liqui- 
dated or  shrunken  in  size.  Others  rise  in  their  place.  Even 
if  a  company  was  acquired,  such  as  M.  Lowenstein,  or 
about  to  be  acquired,  such  as  RCA,  the  firm  remains  in  the 
Annual  Report  for  the  past  year,  so  long  as  its  stock  was 
publicly  traded  as  of  mid-November.  Why?  Because  for 
purposes  of  comparison  their  performance  remains  rel- 
evant to  that  year. 

To  keep  pace  with  changes  in  industries,  company  clas- 
sifications have  been  revised  and,  in  some  instances,  con- 
solidated. For  example,  the  retailing  survey  now  reviews 
virtually  all  forms  of  retailing  except  restaurants.  Restau- 
rants are  covered  among  food  distributors.  There  are  now 
31  basic  industry  groups  and  93  subgroups. 

In  this  day  of  widespread  diversification,  a  single  com- 
pany usually  competes  in  several  industries.  Thus,  in  this 
survey,  companies  can  be  classified  in  as  many  as  three 
separate  industry  or  subindustry  groups.  Ex-Cell-O,  for 
example,  shows  up  in  the  automotive  parts  subindustry, 
where  its  five-yeax  return  on  equity  of  13.3%  earned  it  an 
llth-place  rank;  in  heavy  industrial  equipment,  where  it 
ranked  18th;  and  in  the  aerospace  and  defense  industry, 


where  it  ranked  30th.  In  all,  about  a  quarter  of  the  corpora- 
tions are  listed  in  two  or  more  industries  or  subindustry 
groups. 

Industry  reports,  appearing  alphabetically,  begin  on  page 
58.  On  page  260  is  an  alphabetical  index  for  cross-referenc- 
ing all  companies.  The  following  notes  detail  how  each 
Yardstick  statistic  is  calculated. 


SEGMENT  SALES  AND  PROFITS 

The  segment  sales  and  profits  column  shows  the  percent- 
age of  a  company's  sales  and  profits  derived  from  a  particu- 
lar industry.  Percentages  are  based  on  a  company's  most 
recent  annual  report.  Although  most  firms  provide  seg- 
ment data  in  this  format,  numbers  in  these  columns  may 
not  add  up  to  100%.  A  bullet  appears  if  90%  or  more  of 
sales  or  profits  are  within  a  particular  segment. 

There  are  two  other  points  to  consider  in  evaluating 
segment  data.  Line-of-business  breakdowns  can  differ 
from  company  to  company.  And  Forbes'  segment  defini- 
tions may  also  vary  from  company  designations. 


PROFITABILITY 

Return  on  equity  is  defined  as  primary  earnings  per  share 
for  the  year,  divided  by  common  shareholders'  equity  per 
share  at  the  beginning  of  the  year  and  expressed  as  a 
percentage.  Common  shareholders'  equity,  or  sharehold- 
ers' equity,  assumes  conversion  of  all  convertible  preferred 
stock  at  the  start  of  each  year.  The  difference  between  the 
stated  value  and  the  involuntary  liquidating  value  of  non- 
convertible  preferred  shares  is  subtracted  from  equity. 

For  the  purposes  of  this  issue,  Forbes  uses  earnings  per 
share  before  extraordinary  items.  Gains  or  losses  from 
discontinued  operations  are  included  in  Forbes'  calcula- 
tions. A  number  of  financial  reporting  services  net  out  this 
figure,  but  such  a  procedure  runs  the  risk  of  distorting 
reported  income  and  profitability — as  was  the  case  last 
year  with  Cabot.  The  company  took  a  $145  million  write- 
off in  fiscal  1985  when  it  sold  its  specialty  metals  division. 
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Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

Company 

%  in 
— segment — 
sales/profits 

rank 

5-year 
average 

latest 
12 

months 

debt  as 

%of 

equity 

net 

profit 

margin 

rank 

5-year 
average 

latest 
12 

months 

rank 

5-year 
average 

latest 
12 

months 

earnings 
stability 

Where  to  find  the  Yardsticks 

Growth  rankings,  p.  212 
Stock  market  rankings,  p.  226 
Profitability  rankings,  p.  248 
Industry  median  rankings,  p.  256 
Company  index,  p.  260 


In  the  case  of  insurance  companies,  Forbes  excludes  real- 
ized capital  gains  because  of  the  potential  they  have  of 
managing  earnings. 


TIME  PERIODS 

For  firms  with  fiscal  years  ending  in  April  through  Decem- 
ber, growth  rates  are,  by  necessity,  based  on  the  fiscal  years 
through  1984.  For  companies  with  fiscal  years  ending  in 
January  through  March,  five-year  averages  include  the 
fiscal  years  through  1985.  An  average  can  be  computed  if 
at  least  four  years'  data  are  available.  A  footnote  indicates 

l  when  less  than  six  years'  worth  of  data  were  used.  When 
data  are  not  comparable  or  are  unavailable,  the  growth  rate 
is  marked  NA — not  available. 

Latest  12  months'  comparisons  are  between  the  four 
quarters  through  September  1985 — when  available — and 
the  same  four  quarters  of  the  previous  year.  In  the  case  of 

i  return  on  equity,  income  is  divided  by  the  prior  year's 
equity  figure.  Periods  vary  slightly  for  companies  with 
fiscal  years  not  ending  in  December. 


GROWTH  RATES 

There  are  several  ways  to  calculate  five-year  sales  and 
earnings  growth  rates.  For  those  interested  in  statistical 
methods,  this  is  how  Forbes  does  the  calculation:  We  use 
the  least-squares  method  to  describe  the  average  year-to- 
year  change  in  sales  or  earnings.  This  equation  adjusts  for 
sharp  fluctuations.  Example:  Over  three  years  earnings  go 
from  25  cents  to  $6  and  then  down  to  $1.  Simple  math 
shows  a  2,300%  jump  from  the  first  to  the  second  year,  and 
then  an  83.3%  fall.  But  least-squares  says,  on  average, 
earnings  grew  by  100%  (25  cents  x  100%  x  100%).  This 
method,  however,  cannot  handle  negative  values.  If  first- 
or  second-year  earnings  are  negative,  Forbes  calculates  the 
growth  rate  for  a  shorter  period  of  time,  starting  at  the  first 
positive  year.  If  earnings  are  negative  in  any  of  the  last  four 
years — as  is  often  the  case  with  cyclical  stocks — the 
growth  rate  is  listed  as  not  meaningful  (NM). 


EARNINGS  STABILITY 


While  the  five-year  earnings  growth  rate  describes  how 
much  earnings  grew  on  average,  it  may  not  reflect  how 
much  volatility  there  was  in  earnings  over  this  period. 
Two  firms  could  have  the  same  growth  rate  as  well  as  the 
same  starting  points  of  $1  in  1979  and  ending  points  of  $2 
in  1984.  But  the  first  company  could  have  posted  steady 
annual  gains  of  12%  or  so  while  at  the  second  firm  earn- 
ings first  fell  to  50  cents,  then  rose  to  $3,  bobbed  a  bit  in 
between,  then  settled  at  $2  in  1984. 

Obviously,  such  volatility  must  be  reckoned  with  in 
judging  performance.  Forbes,  therefore,  calculates  an 
earnings  stability  factor,  or  a  coefficient  of  determination, 
which  describes  how  much  earnings  fluctuate  from  the 
five-year  growth  rate.  Companies  with  stability  ratings  in 
the  top  15%  are  designated  Very  High,  those  in  the  next 
20%  High,  the  middle  30%  Average,  and  so  on.  Abbott 
Laboratories'  Very  High  earnings  stability  means  that  its 
earnings  grew  in  a  steady,  rather  than  an  erratic,  fashion. 


DEFINITIONS 

Forbes  defines  Sales  as  net  sales  plus  other  operating 
revenue.  For  banks,  sales  is  defined  as  total  interest  in- 
come plus  other  income.  Net  profit  margin  is  calculated 
for  the  latest  12  months.  It  measures  net  income  as  a 
percentage  of  net  sales,  including  other  operating  income. 
Debt  as  percentage  of  equity  is  calculated  for  the  latest 
fiscal  year.  It  is  defined  as  long-term  debt  including  cap- 
italized leases,  divided  by  total  equity  plus  preferred  equi- 
ty. Earnings  per  share  are  figured  on  a  primary  basis. 

Medians  for  all  Yardstick  components  are  calculated  by 
listing  companies  in  rank  order  and  selecting  the  mid- 
point. Where  there  is  an  even  number  of  companies,  the 
midpoint  is  obtained  by  averaging  the  two  middle  firms. 

What  emerges,  we  believe,  is  a  statistical  mosaic  that 
can  help  business  people  judge  management  performance, 
in  both  an  absolute  and  a  relative  sense. 
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AEROSPACE  AND 
DEFENSE 


$600  toilet  seats  and  other 
scandals  may  get  the 
headlines.  But  military 
backlogs  remain  huge  and 
Star  Wars  is  a  lively  hope. 


By  Tatiana  Pouschine 


The  U.S.  arms  buildup  has  peaked.  This  year's 
defense  budget  for  procurement,  after  growing  at  an 
average  of  19.4%  since  1977,  is  expected  to  rise  by 
less  than  5%  and  to  stop  growing  entirely  by  1988. 

But  weep  not  for  the  industry.  There's  an  estimated 
quarter  of  a  trillion  dollars  in  backlogged  hardware  orders 
alone  working  its  way  through  the  system.  Beyond  that, 


Aerospace  and  defense 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 
— segment — 
Company  sales/profits 

latest      debt  as  net 
5-year      12           %  of  profit 
rank        average    months    equity  margin 

latest 
5-year  12 
rank        average  months 

latest 
5-year  12 
rank        average  months 

earning 
stabilit' 

Lockheed                       •  /• 
EG&.G  58/38 
Todd  Shipyards  82/na 
Litton  Industries  44/na 
Teledyne  30/na 

1  33.5%      32.5%      20.7%  4.1% 

2  28.6         35.2         10.2  4.7 

3  23.4          6.0         38.1  2.0 

4  22.9         15.2       158.3  6.5 

5  21.3        24.6         92.4  8.6 

10           12.4%  25.2% 

7           15.0  11.2 
35            0.4  -30.7 
29            2.6  -0.3 
28            3.5  -3.4 

NM  17.2% 
4           18.3%  9.4 
16             7.1  -62.1 

18  5.4  -0.7 

19  3.1  33.6 

NM 
very  hig 
low 
low 
very  lov 

General  Dynamics  88/» 
Morton  Thiokol  47/38 
Boeing                           •  /• 
Raytheon  49/na 
E-Systems                      •  /• 

6  21.0        37.8           1.7  5.0 

7  21.0        29.5         21.7  10.7 

8  20.5         13.3          7.7  4.0 

9  20.3         18.8          4.3  5.9 
10           20.1         20.7           4.9  6.6 

8           14.4  5.2 
3          20.6  -8.8 
27           4.8  30.4 
19            8.5  1.0 
5           18.1  13.9 

5"           17.1  28.5 
6           16.6  78.9 
24            0.3  -35.3 
27          -1.0  63.9 
3          30.0  2.1 

average 

low 
very  lov 
very  lov 
high 

Wyman-Gordon                •  /• 
Lear  Siegler  37/32 
Tracor  66/46 
Computer  Sciences           •  /• 
Rockwell  Intl  70/65 

11  19.8           6.9           7.6  5.5 

12  19.7         15.9         44.2  4.0 

13  19.4         15.9         42.0  5.4 

14  18.8         15.9         26.0  3.8 

15  18.7         24.0           8.7  5.3 

42          -3.8  -1.0 
25            5.7  11.6 
6           15.0  11.0 
18            8.8  10.7 
20            7.7  21.6 

14           10.4  -46.4 
23             0.3  2.2 
9           15.7  -7.3 
25          -0.3  54.3 
13           11.7  23.1 

low 
very  lov 
very  hig 
very  lov 

high 

Sanders  Associates  64/29 
Sundstrand  62/78 
Loral                              s  /• 
TRW  36/na 
United  Technologies  46/46 

16  18.2         11.6           5.3  4.2 

17  17.0         13.5         30.1  5.9 

18  17.0         17.7         12.5  8.3 

19  16.7          4.6         14.6  1.4 

20  16.2          6.6         28.3  2.0 

1  33.2  18.7 
30           2.6  24.6 

2  26.0  17.7 
26            4.9  2.4 
15           10.4  -4.3 

10  14.3  -14.7 
32           -7.6  19.2 

11  13.9  21.6 
22            0.6  -69.4 
17             6.4  -58.6 

very  hig 

low 
very  hig 
very  iov 
average 

Westinghouse  Elec  I5/na 
Northrop                       •  /• 
Dynalectron  44/86 
Perkin-Elmer  21/20 

21  16.1         15.5          15.2  5.6 

22  16.0        33.2          1.1  5.2 

23  16.0         11.7         22.1  1.9 

24  15.9         13.2         12.2  6.0 

24            6.1  4.0 
4          20.3  35.1 
14           10.5  6.8 
22            7.0  7.8 

15             7.4  13.8 
20            2.2  59.2 
7           16.6  28.6 
28           -1.5  5.4 

high 
very  lov 

low 
very  lov 

•  90%  or  more.    DD:  Segment  deficit,  total  deficit    DP:  Segment  deficit,  total  profit    PD:  Segment  profit,  total  deficit.  D-E 
P-D:  Profit  to  deficit,   def:  Deficit.   NA  Not  available    NM:  Not  meaningful.   For  further  explanation,  see  page  56. 

>:  Deficit  to  deficit    D  P:  Deficit 

to  profit 
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Star  Wars. 

Take  defense  electronics.  This  business,  claims  Rock- 
well President  Donald  Beall,  "can  show  continued  growth 
even  in  a  flat  defense  budget."  That's  because  progressive- 
ly more  advanced  electronics  can  be  attached  to  big  weap- 
ons after  the  main  hardware  has  been  delivered.  That's 
why  Grumman  is  trying  to  become  a  major  competitor  in 
defense  electronics,  says  its  president,  George  Skurla. 

Goldman,  Sachs  analyst  Judith  Comeau  points  out  that 
most  of  the  big  contracts  in  1985  went  to  larger  companies 
such  as  GTE,  Rockwell  and  Raytheon  rather  than  to  such 
traditional  defense  electronics  companies  as  Sanders  and 
E-Systems.  It's  harder  for  smaller  companies  to  compete 
because  the  government  is  trying  to  get  bidding  on  com- 
plete systems,  not  just  components.  Meaning,  you  don't 
buy  walkie-talkies  but  complete  battlefield  communica- 
tions systems. 

Loral,  a  middling-size  supplier,  saw  this  coming,  says 
Chairman  Bernard  Schwartz,  and  has  acquired  seven  high- 
tech military  electronics  companies  since  1978.  Result: 
Paired  with  Hughes  Aircraft,  Loral  has  progressed  in  the 
competition  for  the  INEWs  contract,  the  government's 
integrated  threat  detection  system,  that  could  mean  $10 
billion  in  contracts  over  15  years.  Look,  therefore,  for  more 
mergers  in  this  business. 

Spending  on  President  Reagan's  Strategic  Defense  Initia- 
tive was  only  $1.3  billion  last  year,  but  the  total  outlay  for 
the  program  ultimately  could  run  to  hundreds  of  times 
that  amount. 

First  Boston's  Wolfgang  Demisch  says  that  GE,  planning 
to  merge  with  RCA,  could  be  a  major  competitor  for  SDI 


business.  GE,  the  nation's  sixth-largest  defense  contractor, 
did  $4.5  billion  in  contracts  last  year.  With  the  addition  of 
RCA's  $1.1  billion  in  defense  electronics,  the  combined 
company  should  become  the  fourth  largest.  Other  possible 
players:  Lockheed,  TRW,  Martin  Marietta,  Rockwell  and 
Hughes. 

The  perils  in  defense  contracting,  however,  were  clearly 
illustrated  last  year  by  Todd  Shipyards,  the  largest  U.S. 
independent  shipbuilding  company. 

Todd's  12-month  earnings  declined  62%  and  return  on 
equity  fell  to  6%,  about  one-quarter  its  five-year  average, 
as  its  estimated  $2.7  billion  Navy  guided  missile  frigate 
contract  wound  down. 

Boeing  had  a  record  backlog,  orders  through  the  end  of 
November  1985  were  up  107%  from  the  comparable  1984 
period,  and  the  company  nailed  down  an  unprecedented  $3 
billion  contract  from  United  Airlines  for  110  of  its  737- 
300s  and  6  of  the  747s  through  1990.  The  apparent  12- 
month  earnings  decline  was  a  statistical  blip;  a  change  in 
tax  laws  distorted  1984  results. 

What  happened  to  McDonnell  Douglas,  whose  8%  earn- 
ings growth  fell  far  short  of  1984's  23.7%  ?  Trouble  in  parts 
of  the  promising  information  systems  division  probably 
cost  over  $100  million. 

Opinions  are  divided  as  to  prospects  on  McDonnell's 
proposed  MD-11  airliner,  about  which  the  company  has 
yet  to  reach  a  final  decision. 

Bad  weather  continued  for  makers  of  private  and  business 
aircraft.  Total  deliveries  through  October  1985  were  down 
1 3 .3% ,  and  the  possibility  of  tax  reform  this  year  will  hardly 
encourage  businesses  to  buy  corporate  planes.  ■ 
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Howadirq 
madeliviq 

When  3M  first  developed  f  luorochemicals,  they  did  everything  we  expect 
and  a  bit  more.  The  bonus  came  when  some  spilled  onto  a  tennis  shoe  a 
tests  showed  that  part  of  the  shoe  just  couldn  Ybe  easily  soiled.  It  was  t 
birth  of  "Scotchgard"  Protector. .  .the  world's  finest  soil  and  stain  repell| 
for  carpet  and  fabrics. 

It  was  another  case  of  3M  people  stretching  their  minds.  Sharing 
technologies,  probing,  exploring.  To  make  small  ideas  big  ones;  to  mak< 
ideas  better. 


I 

A 


)ld  sneaker 

ooms  livable. 

it's  an  environment  we  encourage  at  3M.  To  promote  innovation.  To  make  our 
e  eager  and  able  to  respond  to  your  needs.  And  it  works  wonders, 
^et  us  demonstrate.  Tell  us  of  a  problem  that  you  have.  And  then  watch  how 
ly  we  respond.  Because  3M  hears  you. 

:all  Terry  Baker  at  800-328-3234.  In  Minnesota  call  612-736-6772. 


i  AIRTRANSPORT 

The  easy  cost  efficiencies  are  over. 
Now  the  airlines  will  have  to  go  in  for 
some  of  the  old-fashioned  things 
industrial  companies  have  been 
doing  for  years. 


By  Catherine  Tang 

It's  different  from  when  we  first  started  People 
Express,"  says  Harold  Pareti,  former  president  of  Peo- 
ple and  now  chief  executive  of  fledgling  Presidential 
Airways.  "You  were  just  there,  bang,  with  tremendous 
presence  overnight.  I  don't  see  it  happening  here.  New 
entrants  don't  sneak  in  anymore." 

With  Presidential,  Pareti  is  trying  to  establish  a  niche  as 
a  low-cost,  full-service  carrier  operating  out  of  Dulles  near 
Washington,  D.C.  But  what  may  have  gone  unnoticed  five 
years  ago  has  now  triggered  a  furious  response  from  the 
major  airlines. 

"We  did  expect  that  USAir  would  match  our  fares,"  says 
Pareti.  "But  New  York  Air's  literally  doubling  its  capacity 
to  four  flights  a  day  on  some  routes  was  something  we  had 
not  foreseen."  That  was  the  beginning.  Last  month  mighty 
United  Air  Lines  announced  a  new  hub  at  Dulles  to  open 
in  May  with  50  flights  a  day. 

Competition  this  fierce  hurts  everyone,  not  just  the 
young  and  weak.  Helped  by  a  decline  in  fuel  prices  and 


lower  labor  costs,  the  industry  had  projected  operating 
profits  for  1985  of  up  to  $3  billion.  But  because  of  wide- 
spread price-cutting  and  lower  than  expected  traffic 
growth  for  the  year,  the  actual  profit  total  was  more  like  $2 
billion.  While  revenue  passenger  miles  and  load  factors 
(the  percentage  of  seats  filled)  rose  for  the  domestic  majors 
in  the  first  part  of  1985,  yield  (cents  per  revenue  passenger 
mile)  was  down.  That's  the  sacrifice  airlines  are  making 
for  volume  growth. 

The  fact  is,  all  the  easy  moves  in  this  competitive 
business  have  been  made — two-tier  pay  scales,  smaller 
aircraft,  hub-and-spoke  routes  to  keep  traffic  on  the  same 
airline's  routes.  Now  the  carriers  need  more  basic  steps, 
the  kind  of  management  ordinary  industrial  companies 
have  used  for  decades. 

Large  carriers  have  muscle  in  their  balance  sheets  and  in 
their  marketing  abilities  if  they  will  but  use  it.  For  exam- 
ple, frequent  flyer  programs  have  more  appeal  when  the 
prize  is  a  jet  ride  to  exotic  destinations  like  Hawaii  or 
Europe.  Or,  instead  of  slashing  prices  on  every  seat  on 
every  flight,  airlines  with  sophisticated  computer  systems 


Air  transport 


Yardsticks  of  management  performance 
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Holly  Kupcr 


like  United  and  American  can  offer  a  percentage  of  seats 
on  flights  in  direct  competition  with  discount  airlines. 

"Last  year  discounts  averaged  56%,"  says  Michael  Der- 
chin,  an  analyst  with  First  Boston.  "As  long  as  traffic  can 
grow  as  a  result  and  costs  remain  low,  this  won't  be 
debilitating.  My  going  thesis  is  that  there  are  going  to  be 
low  fares  forever." 

If  that's  the  case,  and  the  big  guys  have  the  clout,  it  will 
be  harder  for  the  medium-size  carriers  to  cope.  They  have 
to  offer  a  broader  range  of  discounts,  often  on  a  broader 
selection  of  routes.  Some,  like  USAir,  are  high  cost,  with 
much  less  room  to  cut  fares.  At  the  other  extreme,  People 
Express,  famed  as  a  low-cost  airline,  has  already  cut  most 
of  what  there  is  to  cut. 

"The  carriers  likely  to  survive  will  have  some  common 
characteristics,  including  a  strong  hub-and-spoke  system 
with  a  commuter  feed  and  an  international  route  structure 
tied  to  it,"  says  George  fames,  president  of  industry  con- 
sultants Airline  Economics.  "The  smaller  airlines  will 
have  to  move  on  the  periphery." 

If  the  big  lines  are  getting  smarter  and  new  entrants  less 


common,  will  an  oligopoly  emerge  ?  It 's  not  likely,  even  with 
the  consolidations  of  1985:  United  bought  Pan  Am's  Pacific 
routes,  Carl  Icahn  bought  TWA  (maybe),  and  People  got 
Frontier.  But  there  is  little  likelihood  of  giant  airlines 
actually  emerging  out  of  takeovers.  Each  time  a  merger 
happens  in  this  business,  overlapping  routes  are  cut.  The 
merged  airline  is  never  the  size  of  the  sum  of  the  parts. 

Since  deregulation  the  four  largest  carriers  have  re- 
mained the  same,  but  their  market  share  has  declined 
significantly,  while  the  next  eight  have  changed  identities 
and  their  share  has  stayed  roughly  the  same.  It's  the  new 
smaller  carriers  that  gained  most  (Forbes,  Aug.  12,  1985)- 
There  is  little  reason  to  believe  that  trend  will  be  reversed. 

Meanwhile,  booming  business  in  the  express  delivery  of 
documents  and  packages  has  yielded  a  winner  in  the  air 
freight  business:  Federal  Express.  The  express  delivery 
business  has  grown  at  an  average  rate  of  50%  since  it  was 
created  ten  years  ago.  Federal  Express  occupies  70%  of  the 
next-morning  delivery  market  and  boasts  a  near-5%  net 
profit  margin.  The  airlines,  mired  forever,  it  seems,  in 
cutthroat  fare  wars,  can  only  dream  of  such  margins.  ■ 
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APPAREL,  SHOES 
AND  TEXTILES 

"Segmenting"  is  knowing  what  a  customer 

wants  and  getting  it  there  when  it's  wanted.  But  that  is 

hardly  a  new  idea. 


By  Eva  Pomice 

In  the  apparel  business  these  days,  it's  the  survival  of 
the  best  fit.  Like  VF  Corp.,  the  $1.2  billion  (1984  sales) 
maker  of  Lee  Jeans  and  Vanity  Fair  lingerie  products. 
While  the  industry's  overall  return  on  equity  was  nearly 
cut  in  half,  to  7.3%,  in  1985,  VF  rang  up  29.6%.  Not  bad 
when  heavy  imports  and  overoptimistic  forecasts  of  con- 
sumer spending  were  causing  a  retail  glut,  knocking  down 
margins  for  everyone. 

What's  VF's  secret?  Specialize,  specialize,  specialize. 
The  buzzword  for  it  is  "segmenting,"  but  what  it  really 
means  is  to  make  apparel  with  a  specific  customer  in 
mind.  "The  firms  that  really  have  gotten  their  marketing 
and  manufacturing  strategies  totally  integrated  are  doing 
the  best  jobs,"  says  Emanuel  Weintraub,  a  Fort  Lee,  N.f. 
consultant. 

Take  VF's  new  Fernando  Sanchez  line  of  loungewear  and 


lingerie  by  Vanity  Fair,  geared  toward  younger  women.  Or 
its  highly  segmented  fleece  sportswear  division.  True,  it 
helped  that,  since  the  inventory  glut  hit  the  jeans  compa- 
nies earlier,  they  recovered  first.  But  companies  like  VF 
and  Liz  Claiborne  (too  small  for  our  list)  "don't  sit  up  in  an 
ivory  tower  somewhere  and  expect  other  people  to  do  the 
work,"  says  First  Boston's  respected  retailing  analyst  Mar- 
garet Gilliam. 

Other  firms  have  not  adapted  so  well.  Palm  Beach, 
which  recently  completed  a  leveraged  buyout,  and  Oxford 
Industries  were  both  hurt  by  changing  styles  in  categories 
like  sportswear  they  didn't  detect  in  time.  Two  of  Oxford's 
high-margin  divisions,  Merona  Sport  and  Polo  boyswear, 
were  hit  hard.  Why?  "Merona  didn't  look  any  different  in 
the  fall  than  the  fall  before,"  says  Jerard  Less,  president  of 
Colton  Bernard,  Inc.,  a  consulting  firm.  "They  didn't  have 
people  in  the  stores  in  touch  with  what  customers  were 
buying."  Weintraub  agrees.  "Apparel  is  a  perishable  item. 


Apparel,  shoes  and  textiles 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earninj 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabilil 

Apparel 

VF 

•/• 

1 

30.9% 

29.6% 

34.7% 

9.5% 

2 

17.5% 

21.4% 

3 

35.4% 

10.5% 

very  hij 

Oxford  Industries 

•/• 

2 

18.5 

4.2 

16.2 

1.0 

1 

20.0 

-7.3 

2 

39.7 

-76.0 

very  hi. 

Warnaco 

•/• 

3 

17.9 

11.0 

17.0 

3.3 

9 

3.9 

9.6 

7 

6.5 

-27.2 

low 

Palm  Beach 

•/• 

4 

15.9 

2.3 

82.8 

0.5 

6 

6.5 

-12.6 

8 

-5.3 

-84.7 

low 

Manhattan  Inds 

68/49 

5 

13.8 

def 

72.4 

def 

4 

8.7 

1 1.8 

10 

-29.5* 

P-D 

very  lo 

Hartrharx 

42/67 

6 

13.2 

13.8 

36.6 

3.8 

3 

11.4 

6.2 

5 

16.9 

1.2 

very  hi. 

Cluett,  Peabody 

•/• 

7 

10.9 

7.3 

50.4 

1.8 

7 

6.3 

3.5 

6 

14.3 

-42.7 

very  hi. 

Interco 

35/39 

8 

10.9 

5.9 

18.3 

2.5 

8 

4.8 

-7.4 

9 

-8.4 

-42.8 

averag 

Phillips- Van  Heusen 

77/80 

9 

10.2 

9.3 

37.4 

2.3 

5 

8.4 

8.1 

4 

22.6 

-24.2 

high 

Kellwood 

69/83 

10 

8.2 

17.8 

129.0 

2.7 

10 

2.1 

^t.8 

1 

74.6 

29.1 

high 

Genesco 

25/28 

11 

5.6 

def 

105.1 

def 

11 

-5.4 

-8.0 

NM 

P-D 

NM 

Medians 

13.2 

7.3 

37.4 

2.3 

6.5 

3.5 

14.3 

-42.7 

•  90%  or  more.    DD:  Segment  deficit,  total  deficit. 

DP:  Segment  deficit,  total  profit.    PD:  Segment  profit,  total  deficit.  P-D 

Profit  to  deficit    def  Deficit. 

NA  Not  available.  NM 

Not  meaningful.    ^Four-year  growth. 

For  further  explan 

ation,  see  page  56. 
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The  retailer  has  to  entice  the  customer  continually  to  buy 
something  he  doesn't  have  a  precise  need  for." 

Smart  manufacturers  also  battle  imports  by  importing 
themselves.  Liz  Claiborne  imports  about  85%  of  what  it 
sells,  Phillips-Van  Heusen,  50% .  Kellwood  owns  an  Asian 
subsidiary,  Smart  Shirts. 

If  you  don't  counterimport,  then  you  have  to  move  fast, 
getting  the  merchandise  into  the  store  closer  to  the  time 
it's  sold  and  providing  a  flexible  product  mix  so  retailers 
won't  get  stuck  with  what  they  and  the  customers  don't 


want.  "Quick  response  is  the  main  thrust  of  domestic 
production  versus  importing,"  says  Weintraub. 

With  a  few  smart  companies  around  and  a  lot  more  not 
so  smart,  the  apparel  industry  keeps  shaking  out.  "The  fact 
is,  many  of  the  $20  million  or  $30  million  companies  are 
too  small  to  be  big  and,  in  this  industry,  too  big  to  be 
small,"  says  Weintraub. 

Even  big  companies  don't  feel  safe.  Levi  Strauss  fol- 
lowed Blue  Bell  and  went  private,  Warnaco  announced  a 
proposal  for  an  LBO,  Palm  Beach  has  just  completed  one, 


Profitability 
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Sales 

Earnings 

per  share 

%  in 

latest 
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latest 
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— segment — 

5-year 

12 

%of 
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5-year 

12 

5-year 

12 

earnings 

impany 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stability 

hoes 

KE 

82/na 

1 

55.4% 

9.6% 

2.8% 

2.7% 

1 

45.1% 

5.9% 

1 

37.8% 

2.9% 

high 

lited  States  Shoe 

33/na 

2 

20.2 

14.2 

10.7 

3.4 

2 

13.8 

14.5 

2 

11.0 

-3.5 

average 

own  Group 

31/na 

3 

17.1 

7.8 

17.1 

2.1 

3 

6.7 

-7.0 

3 

9.2 

-52.0 

high 

mesco 

29/9 

4 

5.6 

def 

105.1 

def 

4 

-5.4 

-8.0 

NM 

P-D 

NM 

edians 

18.7 

8.7 

13.9 

2.4 

10.3 

-0.6 

10.1 

-27.8 

extiles 

)llins  &  Aikman 

82/65 

1 

16.1% 

21.7% 

28.0% 

6.0% 

2 

12.4% 

4.0% 

2 

39.8% 

7.0% 

high 

WG 

30/15 

2 

14.3 

def 

389.1 

def 

1 

19.8 

68.6 

6 

2.1 

P-D 

very  low 

est  Point-Pepperell 

41/22 

3 

13.0 

6.2 

21.4 

2.4 

3 

3.4 

-9.7 

5 

10.6 

^9.1 

high 

Lowenstein 

69/72 

4 

10.9 

li.4 

27.9 

3.9 

9 

-0.9 

-7.0 

1 

47.5* 

-23.4 

very  high 

:lanese 

46/54 

5 

9.6 

16.0 

60.2 

5.1 

8 

0.0 

-7.2 

NM 

1.6 

NM 

rings  Industries 

51/30 

6 

8.8 

3.5 

8.9 

1.7 

4 

2.8 

-6.1 

4 

11.8 

-62.7 

very  low 

/ondale  Mills 

•/dd 

7 

7.7 

def 

39.0 

def 

7 

1.4 

-23.3 

3 

25.6 

P-D 

average 

irlington  Inds 

65/64 

8 

7.1 

1.1 

36.4 

0.5 

5 

2.3 

-11.6 

7 

-4.8 

-79.8 

very  low 

Stevens 

36/16 

9 

2.3 

def 

61.7 

def 

6 

2.0 

-9.9 

NM 

P-D 

NM 

sited  Merchants 

46/28 

10 

def 

def 

248.2 

def 

10 

-5.7 

39.1 

NM 

P-D 

NM 

edians 

9.2 

2.3 

37.7 

1.1 

2.2 

-7.1 

6.4 

-71.3 

dustry  medians 

10.9 

6.2 

36.6 

2.1 

4.8 

-6.1 

10.6 

-49.1 

l-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

90%  or  more.  DD:  Segment  deficit,  total  deficit  DP:  Segment  deficit,  total  profit  PD:  Segment  profit,  total  deficit.  P-D:  Profit  to  deficit,  def:  Deficit. 
1A:  Not  available.    NM:  Not  meaningful.    JFour  year  growth    For  further  explanation,  see  page  56. 


FORBES,  JANUARY  13,  1986 


65 


If  you  use 
temporary 
personnel, 
you  may  need 
more  than 
one  service. 

While  most  temporary  personnel  services 
provide  employees  for  a  hundred  different  job  cate- 
gories—from clerks  to  laborers— Accountemps 
provides  professionals  in  accounting,  bookkeeping 
and  data  processing,  exclusively. 

Accountemps  is  a  specialist  in  temporary  per- 
sonnel. And,  a  recent  survey*  reveals  that  2  out  of 
3  executives  agree  that  specialized  temporary 
personnel  services  do  a  better  job. 

And  Accountemps  does  the  best  job  of  all. 

At  Accountemps,  you'll  find  that  our  specialized 
employees  are  slightly  over-qualified— which  means 
they  get  the  job  done  quickly  and  accurately.  And 
that's  cost-effective. 

When  you  need  an  accountant,  bookkeeper  or 
edp  professional  for  a  day,  a  week,  a  month  —  or  even 
longer— call  any  of  our  offices  on  three  continents. 

*  Burke  Marketing  Services 


accountemps. 

Rent  an  Expert* 


O  1985  Robert  Half  International  Inc.  All  offices  independently  owned  and  operated 


and  rumors  arc  that  Phillips- Van  Heu- 
sen  may  follow. 

The  import-beleaguered  textile  in- 
dustry is  also  fast  consolidating. 
Cluett,  Pcabody's  merger  with  West 
Point-Pepperell  may  strengthen  both 
companies.  Cluett's  brand  names  like 
Arrow  will  buttress  the  textile  giant, 
while  West  Point's  tighter  manage- 
ment may  shore  up  Cluett's  margins. 
The  Springs  Industries-M.  Lowen- 
stein  Corp.  merger  may  also  prove  to 
be  a  good  fit.  Springs  is  strong  in  solid 
fabrics,  while  Lowenstein  is  known 
for  printed  ones. 

Fieldcrest  Mills  will  double  in  size 
by  buying  Cannon  Mills  Co.'s  sheet 
and  towel  division  from  David  H. 
Murdock. 

Collins  &.  Aikman,  with  a  21.7% 
return  on  equity  for  the  last  12 
months,  is  another  company  making 
it  against  imports  and  oversupply. 


With  a  few  smart 
companies  around  and  a 
lot  more  not  so  smart,  the 
apparel  industry  keeps 
shaking  out.  "The fact  is, 
many  of  the  $20  million  or 
$30  million  companies  are 
too  small  to  be  big  and  too 
big  to  be  small,"  says 
Weintraub. 


Again,  the  lesson  is  specialization — in 
C&A.'s  case,  in  upholstery  and  auto- 
motive fabrics.  Says  Alan  Silverman, 
an  analyst  with  Evans  &  Co.,  "They 
don't  produce  billions'  worth  of  ev- 
erything. They  produce  a  billion  of 
what  they  can  make  money  in." 

The  shoe  business?  Imports  are 
now  78%  of  the  market.  But  what's 
left — specialists  all — had  a  nice  turn- 
around in  1985.  Nike,  for  example, 
made  a  dramatic  comeback  in  mid- 
year after  six  months  of  readjusting  its 
product  mix.  "We  had  to  dump  about 
10  million  pairs  of  shoes,"  says  a  Nike 
spokesman.  What  happened?  "The 
running  shoe  industry  has  diversified 
into  a  whole  variety  of  different  types 
of  sport  and  fitness  shoes,"  and  Nike 
had  fallen  behind. 

With  some  of  the  big  inventory  glut 
now  cleaned  out,  the  outlook  for 
these  companies  in  1986  is  better.  In 
fact,  the  consulting  firm  Kurt  Salmon 
Associates  predicts  apparel  sales  will 
be  up  5%  in  current  dollars,  and  shoe 
sales  will  be  up  4% .  Others  are  not  as 
optimistic,  but  for  an  industry  group 
tbat  came  in  26th  this  year  out  of  31 
ranked  by  Forbes,  anywhere  near  that 
figure  wouldn't  be  half  bad.  ■ 
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AUTOMOTIVE 

Holly  Kuptr 

As  they  move  into  the 
down  cycle  and  face  in- 
creased foreign  compe- 
!  tition,  the  U.S.  big  three 
are  in  much  better 
shape  than  at  the  start 
of  the  last  down  cycle. 


By  Ralph  King  Jr. 

RRhe  automobile  business  always  was  a  roller  coast- 
er. Following  quite  a  hungry  period  after  the  energy 
crisis  erupted,  the  industry  was  restored  to  record 

profitability  over  the  past  few  years  but  now  is  starting  to 

slide  again.  Competition,  always  stiff,  now  is  becoming 

intense. 

It's  coming  from  both  sides.  Overall,  imports  will  take 
30%  of  total  car  sales.  In  small  cars,  new  imports  from 

Automotive 

Yardsticks  of  management  performance 
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rank 

average 

months 

stability 

ltomobiles  and  trucks 

baru  of  America 

•/• 

1 

55.5% 

35.9% 

14.1% 

5.3% 

1 

15.0% 

20.4% 

2 

41.4% 

24.7% 

very  high 

;car 

•/• 

2 

13.2 

12.8 

2.0 

4.5 

7 

0.1 

-9.9 

3 

-8.0 

-18.9 

very  low 

neral  Motors 

•/na 

3 

9.1 

14.4 

11.5 

3.9 

4 

5.6 

10.5 

1 

148.3*$ 

-29.9 

very  high 

d  Motor 

•/• 

4 

6.6 

25.5 

21.5 

4.8 

5 

4.2 

1.5 

NM 

-16.3 

NM 

tehauf 

•/• 

5 

4.6 

13.8 

84.2 

2.9 

6 

1.6 

-4.6 

NM 

-9.2 

NM 

ick  Trucks 

•/• 

6 

def 

def 

13.6 

def 

8 

-0.4 

15.6 

NM 

P-D 

NM 

lerican  Motors 

•/• 

7 

def 

def 

162.0 

def 

3 

7.0 

-6.6 

NM 

P-D 

NM 

1  Harvester 

•/• 

8 

deft 

def 

382.1 

def 

9 

-13.2 

-27.0 

NM 

D-D 

NM 

rysler 

•/• 

9 

NE 

59.2 

23.0 

9.1 

2 

10.4 

17.9 

NM 

120.3 

NM 

:dians 

4.6 

13.8 

21.5 

3.9 

4.2 

1.5 

NM 

-18.9 

90%  or  more.    DD:  Segment  deficit,  total  deficit    DP:  Segment  deficit,  total  profit.    PD:  Segment  profit,  total  deficit    D-D:  Deficit  to  deficit. 

D:  Profit  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative  equity.    NM:  Not  meaningful    tFour  year  average.    i:Four-year  growth.    ttThree-year  avera- 

ttThree-year  growth 
>r  further  explanation,  see  page  56. 
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Korea,  Yugoslavia  and  even  Greece— Yugoslavia's  entry, 
the  Yugo,  is  priced  at  only  $3,990— are  expected  to  join 
Japan  in  grabbing  45%  of  this  year's  low.end  sales.  Ford 
and  Chrysler  could  bear  the  brunt  of  this  since  half  or  more 
of  their  cars  compete  in  that  segment. 

Detroit  has  moved  to  meet  the  Japanese  and  their  imita- 
tors by  importing  its  own  cars  from  the  Far  East,  like 
General  Motors'  Sprint  and  Chrysler's  Colt.  But  the  long- 
term  outlook  is  hardly  promising.  Lee  Iacocca  himself 
predicts  that  foreign  cars  and  parts  will  have  captured  one- 
half  of  U.S.  sales  before  1990. 

In  the  middle  and  higher  price  ranges,  meanwhile,  the 
situation  is  just  as  serious.  The  Germans,  and  now  the 
Japanese,  may  take  15%  of  sales  in  this  segment  in  1986, 
compared  with  12%  in  1985. 

But  Detroit's  not  just  sitting  there.  Not  this  time.  The 
big  three  have  sharply  reduced  break-even  points — 40%  in 
the  case  of  Ford — cut  their  work  forces,  increased  produc- 
tivity through  automation  and  cut  costs  with  better  inven- 
tory control.  They  are  also  building  cars  that  are  competi- 
tive both  in  features  and  in  cost. 

"We've  produced  every  car  we  can  since  February  1984. 
That's  a  long  time  waiting  for  the  world  to  cave  in. 
Besides,  we're  in  pretty  good  shape  to  take  it  on  if  it  does," 
says  Ford  Executive  Vice  President  Louis  Ross. 

General  Motors  will  pump  an  estimated  $40  billion  into 
plant  technology  in  the  next  four  years.  Just  as  important, 


says  Lloyd  Reuss,  vice  president  of  Chevrolet-Pontiac-GM 
of  Canada,  GM  is  enlisting  the  support  of  workers  in 
narrowing  the  nearly  $2,000  price  advantage  of  the  Japa- 
nese imports.  Translation:  Members  of  the  United  Auto 
Workers  union,  already  losers  in  new  production  strate- 
gies, will  have  to  be  more  conscientious  if  they  want  to 
hold  on  to  their  jobs. 

But  it  may  do  little  to  remedy  another  development:  the 
dramatic  expansion  of  production  capacity  on  U.S.  soil.  In 
1982  there  were  five  carmakers  here.  Since  then  three 
Japanese  firms  have  arrived  and  three  more  are  on  the  way. 

The  moves  came  in  response  to  voluntary  import  re- 
straints begun  four  years  ago  but  officially  dropped  last 
April.  In  effect,  the  agreement  "backfired,"  says  consul- 
tant Leonard  Sherman  of  Booz,  Allen  &  Hamilton.  By  1990 
the  newcomers  will  have  the  capacity  to  churn  out  1.4 
million  units.  That's  12%  of  the  total  current  capacity  in 
the  U.S. 

This  wouldn't  be  so  bad  in  an  expanding  market.  But 
even  if  the  combined  car-truck  market  of  1985 — 15.3  mil- 
lion vehicles — holds  up,  an  increasing  import  bite  (up  5% 
this  year  and  more  to  come)  will  leave  U.S.  domestic 
makers  trying  to  snatch  a  dwindling  share  of  the  pie  from 
one  another.  The  big  three's  earnings  hit  around  $7.5 
billion  last  year.  This  year?  Estimates  run  from  $5.2  billion 
to  $6.7  billion.  Consumer  incentives  will  take  a  toll.  Last 
fall's  cut-rate  financing  programs  cost  the  industry  $450 
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rank 
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rank 


latest 
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earmn 
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Automotive  parts 

Snap-on  Tools  •/• 

Lear  Siegler  29/35 

Genuine  Parts  65/78 

Rockwell  Intl  18/23 

Purolator  Courier  25/50 


20.6% 

19.7 

19.6 

18.7 

18.3 


20.1% 
15.9 
17.9 
24.0 
def 


6.8% 
44.2 

3.6 

8.7 
52.9 


10.3% 
4.0 
5.5 
5.3 
def 


11 
14 
4 
10 

5 


6.5% 

5.7 
12.2 

7.7 
10.1 


12.0% 
11.6 

1.0 
21.6 

1.5 


11 

17 

9 
5 
12 


5.1% 
0.3 
7.1 
11.7 
3.5 


3.5% 

2.2 

7.9 
23.1 
P-D 


low 
very  k 
very  hi 

high 
very  lc 


TRW 

Federal-Mogul 
Sealed  Power 
Johnson  Controls 
PPG  Industries 


29/29 
80/« 

82/na 
39/50 

37/NA 


6 
7 
8 
9 
10 


16.7 
15.3 
15.1 
14.4 
13.8 


4.6 
13.8 
13.9 
14.7 
15.6 


14.6 
38.4 
10.9 
23.8 
24.3 


1.4 
5.0 
5.5 
4.4 
7.2 


16 
18 

3 
9 
12 


4.9 
4.6 
18.1  + 
8.1 
6.0 


2.4 
1.2 
20.0 
25.4 
3.9 


16 
15 
4 
7 
13 


0.6 
0.7 
12.2 
9.3 
3.1 


-69.4 
-4.0 
-20.4 
1.9 

2.5 


very  lc 
very  lc 
averaj 
averaj 
very  lc 


Ex-Cell-O 
Borg-Warner 
Allied-Signal 
Colt  Industries 
Echlin 


32/24 
29/43 
24/19 
30/37 
•/• 


il 

12 
13 

14 
15 


13.3 
13.1 
12.7 
12.3 
12.1 


12.1 
10.8 
14.0 

39.8 
17.5 


10.8 
14.7 

45.7 
36.3 
27.9 


4.9 
4.4 
4.8 
7.6 

5.9 


25 
8 
1 

28 
2 


1.6 
8.4 
19.6 
-5.6 
19.2 


3.1 
0.8 

-5.9 
1.6 

12.0 


14 

10 


2.0 
6.2 
NM 
NM 
16.4 


9.0 
-15.4 
301.7 
24.8 

3.8 


low 
averaj 
NM 
NM 
averaj 


Cummins  Engine 
Dana 

Axvin  Industries 
Eagle-Picher  Inds 
Eaton 


•/• 

83/88 
52/62 
33/48 
51/23 


17 
18 
19 
20 


11.4 
11.0 

9.0 

8.9 
8.0 


11.2 
15.1 
16.0 
10.8 
20.1 


34.1 
26.0 
30.6 
27.0 
36.7 


3.3 
5.0 
4.1 
4.0 
6.7 


19 
17 
6 
24 

27 


3.0 
4.6 

10.1 
1.0 

-1.6 


-0.5 
6.0 
9..  8 

-1.3 
9.0 


24.2+4 

-1.6 

12.7 

-4.4 

NM 


-59.7 
2.5 
10.7 
-1.5 
2.0 


Champion 
Sheller-Globe 
Barnes  Group 


63/59 
84/87 
74/79 


21 

2} 


7.7 
7.6 
6.8 


6.1 
18.1 
8.1 


7.2 
51.3 
30.0 


2.6 
4.0 
2.4 


26 
13 
22 


-0.3 
5.8 
2.1 


2.4 
12.4 
-11.9 


20 
6 


-12.8 

11.144 
NM 


-29.6 
11.3 
-55.2 


very  k 
very  k 

low 
very  k 

NM 


high 
low 
NM 


•  90%  or  more.  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit. 
P-D:  Profit  to  deficit,  def:  Deficit.  NA:  Not  available.  NE:  Negative  equity.  NM:  Not  meaningful.  tFour-year  average. 
ttThree-year  average.    +4Three-year  growth.  For  further  explanation,  see  page  56. 


D-D:  Deficit  to  deficit. 
^Four-year  growth. 
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million  in  potential  earnings. 

Pessimists  see  a  situation  developing  similar  to  Eu- 
rope's, where  the  industry  seems  unable  to  get  above  an 
unprofitable  80%  of  capacity.  Says  John  Hammond  of  Data 
Resources,  Inc.:  "The  only  relief  valve  is  fewer  imports." 
Unlikely. 

The  auto  parts  suppliers  may  be  hit  worst  of  all.  A 
shakeout  looms  for  them  as  the  big  three  try  to  strip  down 
production  costs  by  some  30%.  The  Japanese,  too,  are 
competing  directly  for  position  here.  For  example,  sales 
have  more  than  tripled,  to  $170  million,  since  1983  at 
Nippondenso  Sales,  the  Detroit-based  subsidiary  of  Japan's 
auto  supply  leader.  Its  largest  customer  is  Ford.  The  firm 
primarily  imports,  but  it  is  putting  a  large  addition  onto  its 
Battle  Creek,  Mich,  plant. 

As  in  any  shakeout,  the  beneficiaries  will  be  the  strong. 
In  exchange  for  playing  a  more  active  role  in  design  and 
engineering,  favored  suppliers  such  as  A.O.  Smith  and 
Sheller-Globe  are  already  landing  longer-term  and  higher- 
volume  contracts.  "Everyone  is  trying  to  make  sure  his 
place  in  the  network  is  established,"  says  Peter  Van  Hull 
of  Arthur  Andersen  &  Co. 

Elsewhere: 

•  In  replacement  parts,  suppliers  are  being  battered  by 
car  dealer  service  contracts,  longer  intervals  between  re- 
pairs and  the  growing  number  of  foreign  cars  on  the  road. 
Unit  growth  has  slowed  to  just  1%  to  2%,  less  than  half  of 


the  rate  in  the  1970s,  says  consultant  Gregory  Macosko  at 
ACS  Ltd. 

•  In  tire  and  rubber,  this  year  will  probably  bring  more 
plant  closures,  more  diversification  and  drab  profits.  Unit 
volume  will  be  off  5%.  Another  10%  drop  in  industry 
capacity  is  expected,  as  in  1985,  but  continued  price- 
cutting  will  cancel  potential  benefits. 

•  In  medium  and  heavy  trucks,  U.S.  manufacturers  are 
getting  their  first  taste  of  competition  from  Japan.  Two 
Japanese  producers  recently  started  selling  through  estab- 
lished dealers,  Nissan  with  International  Harvester  and 
Isuzu  with  General  Motors.  Ford?  It's  building  its  new 
Cargo  midsize  truck  in  Brazil.  More  supply  but,  again,  less 
demand.  A  5%  decline  is  seen  for  the  industry  overall. 

Hardest  hit  in  trucks  will  be  the  class-8  market.  That 
could  mean  trouble  for  Paccar  Inc.,  second  most  profitable 
among  the  big  automotive  companies  over  the  past  five 
years,  although  its  sales  and  earnings  fell  over  the  last  12 
months. 

The  cheeriest  note  is  in  the  recreational  vehicle  indus- 
try, which  has  yet  to  contend  with  foreigners.  The  indus- 
try performed  poorly  in  1985,  when  the  strong  dollar  made 
it  irresistibly  cheap  for  Americans  to  go  to  Paris  instead  of 
Yellowstone.  This  year,  predicts  analyst  Robert  Buchanan 
of  Legg  Mason  Wood  Walker,  RV  sales  will  climb  2%  to 
5%,  and  the  industry  will  move  a  little  closer  to  its 
historical  performance.  ■ 
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latest 

debt  as 

net 

latest 

latest 

•segment — 

5-year 

12 

%of 
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5-year 

12 

5-year 

12 

earnings 

>mpany  sales/profits 

rank 

average 
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equity 

margin 

rank 

average 

months 

rank 

average 

months 

stability 

bbey-O  wens-Ford 

41/na 

24 

6.6% 

14.1% 

39.4% 

4.0% 

15 

5.2% 

12.0% 

8 

7.7% 

0.7% 

very  low 

lyco 

27/23 

25 

5.4 

8.4 

84.9 

1.6 

20 

2.6 

3.9 

21 

-17.2 

-25.7 

low 

len  Group 

•/• 

26 

5.3 

13.3 

37.8 

3.8 

25 

-0.2 

-9.4 

NM 

22.6 

NM 

3  Smith 

64/na 

27 

def 

def 

60.6 

def 

21 

2.1 

-4A 

NM 

P-D 

NM 

rassey-Ferguson 

25/46 

28 

deftt 

def 

482.3 

0.0 

29 

-15.5 

-8.5 

NM 

D-D 

NM 

asco  Industries 

50/66 

NA 

20.8 

239.7 

4.8 

7 

8.7 

9.3 

NA 

NA 

NA 

edians 

12.2 

14.0 

30.6 

4.4 

5.2 

3.1 

1.4 

2.0 

ecreational  vehicles 

,eetwood  Enterprises 

60/73 

1 

14.2% 

21.0% 

0.0% 

4.0% 

2 

15.3% 

-11.5% 

1 

194.2%  tt 

-16.4% 

very  high 

)achmen  Industries 

•/• 

2 

13.8 

7.1 

8.4 

1.7 

1 

32.9 

-30.4 

2 

98.0tt 

-65.3 

average 

yline 

327* 

3 

6.0 

7.4 

0.0 

2.8 

3 

-2.8 

-14.6 

3 

-5.6 

14.3 

low 

edians 

13.8 

7.4 

4.2 

2.8 

15.3 

-14.6 

98.0 

-16.4 

ire  and  rubber 

joper  Tire 

•/• 

1 

22.2% 

12.3% 

22.7% 

3.8% 

1 

13.7% 

-2.0% 

2 

23.8% 

-13.6% 

high 

oodyear 

74/68 

2 

10.4 

13.6 

20.7 

4.5 

3 

4.2 

-5.8 

3 

9.3 

2.8 

average 

mstrong  Rubber 

73/62 

3 

7.7 

7.0 

25.9 

2.1 

2 

11.6 

15.4 

4 

8.5*1: 

-41.8 

high 

;nCorp 

41/16 

4 

5.0 

4.2 

34.2 

1.3 

4 

2.2 

25.2 

5 

-27.5 

-36.0 

low 

:  Goodrich 

43/48 

5 

3.4 

def 

61.6 

def 

5 

2.2 

-5.0 

NM 

P-D 

NM 

restone 

73/NA 

6 

3.3 

4.7 

19.4 

1.5 

6 

-6.1 

-7.6 

1 

*1.8# 

-38.4 

very  low 

edians 

6.4 

5.9 

24.3 

1.8 

3.2 

-3.5 

8.9 

-37.2 

dustry  medians 

9.8 

13.6 

26.0 

4.0 

4.9 

1.6 

0.7 

-11.4 

l-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

I  90%  or  more  DD:  Segment  deficit,  total  deficit  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit.  P-D:  Profit  to  deficit, 
ef:  Deficit  NA:  Not  available.  NE:  Negative  equity.  NM:  Not  meaningful.  tFour-year  average  ^Four-year  growth.  ttThree-year  average  ^Three-year  growth, 
or  further  explanation,  see  page  56. 
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ow  Matsushita  optical-laser  technology 
&cords  15,000  documents  on  a  single  disc 
nd  then  plays  back  any  one  in  a  split  second. 


m  the  paperwork  flood.  With  advanced 
er  technology  you  can  organize,  store, 
rieve  and  distribute  vital  information 
erever  you  do  business.  From  across 
hall.  Or  across  the  ocean.  In  this  infor- 
tion  age,  Matsushita  (pronounced 
)t-S00SH-ta)  Electric  is  the  one  to 
)w  in  office  automation. 

ry  year,  a  flood  of  paper  inundates  the  business 
Id.  Now  our  Optical  Memory  Disc  Recorders  let 
squeeze  a  roomful  of  information  into  a  hand- 
A  single  8-inch  disc  can  convert  15,000  letter- 
e  documents  into  individual  frames.  Each 
ievable  to  view  on  a  monitor  in  a  half  second. 
Matsushita  Optical  Memory  Disc  Recorders  let 
record  right  in  your  own  office.  That  means 
control  accessibility.  So  it's  like  having  a  pri- 
data  bank.  Your  confidentiality  is  protected. 
)ur  optical  disc  technology  goes  beyond  the  of- 
.  At  the  Marine  Biological  Laboratory  in  Woods 
e,  Massachusetts,  it's  being  used  to  pioneer  the 
;nce  of  video  microscopy.  Photographs  of  cell 
ision  come  to  life  with  amazing  clarity, 
n  fact,  resolution  is  so  fine  you  can  read  and 
ntify  fingerprints  from  a  monitor.  Just  like  many 
enforcement  agencies  do.  But  you  don't  have 
)e  Dick  Tracy  to  like  us.  Anybody  from  architects 
zoologists  can  use  our  Optical  Memory  Disc 
:orders.  And  next  year  our  digital  version  will  be 
liable  in  the  U.S.  under  the  Panasonic®  brand. 

OBAL  INTELLIGENCE. 

business  becomes  increasingly  global,  so  does 
need  for  information.  That's  why  Matsushita 
taken  a  leadership  position  in  developing  tech- 
ogy  toward  building  a  "Global  Area  Network" 
information  storage  and  retrieval.  A  system  that 
ludes  laserdiscs,  recorders,  facsimiles,  personal 
nputers,  copiers  and  word  processors. 


What  in  the  world  does  this  mean  to  you?  If 
you're  a  multinational  corporation,  it  could  mean 
intercontinental  security  checks,  instantly,  from  a 
central  data  bank.  If  you're  a  medical  research  cen- 
ter, you  could  share  information  with  any  hospital. 

Matsushita  makes  the  world  your  office  with 
Panafax®  "store  and  forward"  facsimile  systems. 
They  can  store  up  to  40  letter-size  documents.  Then 
sequentially  transmit  them  at  a  preselected  time  to 
as  many  as  90  of  your  branch  offices  worldwide.  In 
as  little  as  20  seconds  per  document. 

Our  technological  edge  continues  with  the 
Panasonic  Exec.  Partner™  A  unique  personal  com- 
puter that  runs  programs  twice  as  fast  as  many 
leading  PCs.  It  has  a  high-resolution  plasma  display 
and  a  built-in  correspondence-quality,  dual-mode 
printer.  Memory  is  expandable  to  640K.  And  it's 
compatible  with  IBM®  hardware  and  software. 

INTELLIGENCE  THAT  CAN'T  BE  COPIED. 

A  vital  link  in  the  worldwide  information  chain 
forged  by  Matsushita  is  the  Panasonic  E2S  copier 
system.  Make  changes  as  easily  as  you  make  copies. 
Delete,  move  or  center  graphics  or  text.  Without 
cutting  or  pasting. 

Another  link  is  our  new  generation  of  electronic 
/typewriters.  Designed  in  modules,  a  single  elec- 
tronic typewriter  can  be  customized  to  your  chang- 
ing needs.  As  your  business  grows  your  typewriters 
won't  become  obsolete. 

INTELLIGENCE  FOR  THE  FUTURE. 

Nobody  can  know  the  future.  But  with  Matsushita 
technology  you  will  know  a  lot  more.  Because 
we've  committed  tens  of  millions  of  dollars  in 
R&D  for  office  automation.  One  of  the  largest  R&D 
budgets  of  any  Japanese  corporation. 

This  commitment  has  already  resulted  in  over 
14,000  innovative  products.  Sold  worldwide  under 
the  Panasonic,  Technics,  Quasar  and  National  brand 
names.  At  Matsushita,  we  believe  the  more  we  know, 
the  more  the  world  can  know. 

MATSUSHITA  ELECTRIC 

PANASONIC  TECHNICS  QUASAR  NATIONAL 


BANKS  AND  THRIFTS 

Charles  Harbuti/Archive  * 


Sour  loans?  Confidence  catastrophes? 
Regulatory  outcries? 
Despite  it  all,  banks  and  even 
some  thrifts  are  getting  their 
assets  in  gear. 


Banks  and  thrifts 


Yardsticks  of  management  performance 
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latest 
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5-year 
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5-year 
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5-year 

12 

earnin 
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average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabili 

Multinational  banks 

Bankers  Trust  NY 

1 

18.4% 

17.2% 

36.9% 

7.4% 

6 

8.9% 

6.1% 

3 

10.9% 

13.1% 

averag 

JP  Morgan 

2 

15.7 

18.7 

20.8 

10.5 

4 

9.9 

6.3 

4 

10.6 

39.2 

very  hi 

Bank  of  Boston 

3 

15.6 

17.4 

47.9 

5.9 

3 

11.0 

14.9 

1 

12.1 

59.5 

very  hi 

Chemical  New  York 

4 

15.4 

16.2 

44.0 

6.9 

5 

9.7 

2.4 

5 

10.4 

21.6 

very  hi 

Citicorp 

5 

15.2 

16.0 

199.9 

4.6 

2 

11.1 

13.1 

2 

11.2 

21.4 

high 

Irving  Bank 

6 

14.2 

12.7 

46.7 

5.3 

8 

7.8 

-0.9 

6 

3.4 

9.4 

low 

Manufacturers  Hanover 

7 

13.7 

12.8 

214.0 

4.8 

1 

14.0 

9.7 

7 

3.3 

15.6 

averag 

Chase  Manhattan 

8 

13.2 

12.9 

57.7 

5.4 

9 

7.6 

3.5 

8 

-0.2 

28.6 

very  lc 

BankAmerica 

9 

10.6 

def 

90.2 

def 

10 

7.0 

-0.8 

10 

-16.8 

P-D 

very  hi 

First  Chicago 

10 

8.1 

8.0 

37.7 

3.6 

7 

8.7 

4.3 

9 

-4.2 

135.3 

very  lc 

Continental  Illinois 

11 

def 

22.8 

141.4 

4.7 

11 

1.3 

-29.3 

NM 

D-P 

NM 

Medians 

14.2 

16.0 

47.9 

5.3 

8.9 

4.3 

3.4 

21.5 

Northeast  banks 

Republic  New  York 

1 

22.0% 

14.5% 

62.4% 

9.3% 

9 

19.0% 

14.9% 

6 

10.6% 

3.6% 

averag 

Midi  an  tic  Banks 

2 

21.2 

19.1 

33.3 

9.9 

5 

21.8 

22.5 

7 

10.3 

15.7 

very  hi 

State  Street  Boston 

3 

21.0 

19.3 

30.5 

10.2 

13 

13.4 

li.3 

2 

26.6 

14.7 

high 

Fleet  Financial 

4 

18.2 

19.1 

84.3 

10.1 

12 

15.6 

10.3 

3 

14.8 

22.1 

very  hi 

Hartford  National 

5 

16.6 

18.4 

8.7 

9.9 

4 

22.5 

29.3 

12 

9.0 

10.7 

averag 

First  Fidelity  Bncp 

6 

15.8 

14.9 

14.5 

8.6 

2 

29.0 

8.8 

5 

11.0 

0.6 

very  hi 

Norstar  Bancorp 

7 

15.5 

14.9 

33.0 

10.3 

I 

35.7 

32.1 

11 

9.4 

5.4 

very  hi 

Bank  of  New  York 

8 

15.4 

15.4 

22.3 

7.9 

14 

12.3 

4.0 

4 

13.4 

4.2 

very  hi 

Fidelcor 

9 

15.4 

16.9 

29.9 

7.1 

10 

17.0 

3.6 

1 

53.5 

17.2 

very  hi 

Bank  of  New  England 

10 

15.3 

18.0 

24.1 

7.2 

8 

19.7 

9.3 

10 

10.0 

-6.1 

high 

D-D:  Deficit  to  deficit.   D  P:  Deficit  to  profit 

P-D:  Profit  to  deficit,    def  Deficit. 

NA:  Not  av 

ailable. 

NM:  Not  meaningful  t 

Four-year  growth. 

ttThree-year  average.    For  further  explanation,  see  page  56. 
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By  Matthew  Schifrin 

F|  or  the  banks  it  was  the  best  of  times  and  the 
worst  of  times.  Last  year  more  than  110  of  the 
nation's  15,000  banks  failed,  the  most  since  1937. 
Another  1,137  are  on  the  FDIC's  problem  list.  But  bank 
stocks  are  riding  high.  And  overall  return  on  equity  for  the 
seven  bank  groups  on  our  lists  was  15.1%,  compared  with 


13.5%  in  1984  and  12.9%  in  1983. 

The  profitability  came  partly  from  falling  interest  rates. 
Why  else  are  the  stocks  doing  well?  Merger  mania.  In  June 
the  Supreme  Court  legitimized  regional  compacts  on  in- 
terstate banking.  In  effect,  each  state  can  now  legally  pick 
its  partners  in  the  mergers  and  acquisitions  game.  But 
there  are  some  wallflowers  in  this  game:  New  York,  Cali- 
fornia and  Texas,  homes  of  the  money  centers.  In  fact, 
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/Banks 

11 

15.0% 

16.0% 

4.5% 

7.5% 

11 

16.4% 

10.6% 

13 

8.3% 

29.1% 

very  high 
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12 

14.2 

17.1 

28.1 

9.6 

3 

24.4 

38.4 

8 

10.1 

22.7 

high 

:llon  Bank 
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12.6 
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6.2 
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19.8 

9.8 

15 

4.7 

15.9 

low 
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14 

12.5 

15.4 

22.0 
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7 

19.7 

8.4 

9 

10.0 

19.6 

very  high 

line  Midland 

15 

9.9 

8.9 

59.0 

4.0 

15 
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-2.4 

14 

7.2 

-3.5 

average 
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15.4 

16.0 
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8.6 

19.7 
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10.1 

14.7 

id  Atlantic  banks 

C  Financial 

1 

17.1% 

18.6% 

36.4% 

10.4% 

7 

14.1% 

23.2% 

4 

13.8% 

25.7% 

very  high 

1  ited  Virginia  Bkshs 

2 

17.1 

17.6 

14.6 

9.1 

1 

16.1 

11.1 

5 

13.5 

14.7 

very  high 

rran  Financial 

3 

16.4 

17.6 

14.8 

8.9 

3 

14.7 

13.8 

2 

16.0 

16.8 

very  high 
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Three-year  average    For  further  explanation,  see  page  56. 
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New  York  is  the  only  state  that  has  yet  even  to  be  named 
in  the  regional  network  of  another  state. 

The  regional  banks  are  having  their  way,  and  it  may  be 
at  least  another  five  years  before  money  centers  are  let  in. 
By  that  time,  there  may  be  something  new  on  the  scene: 
the  superregional  bank.  Regionals  are  merging  so  rapidly 
that  their  stocks  enjoy  at  least  a  20% -multiple  premium 
over  money  centers,  and  most  have  more  than  doubled 
S&P's  500's  performance  this  year. 

In  the  Southeast,  the  hottest  merger  area  in  the  country, 
nine  of  the  ten  banks  on  our  list  have  been  involved  in 
mergers.  First  Union  of  North  Carolina  is  doubling,  to  $16 
billion  in  assets,  by  acquiring  three  other  banks.  Wachovia 
(now  First  Wachovia)  purchased  First  Atlanta,  nearly  dou- 
bling to  $16  billion.  And  by  early  this  year  NCNB's  assets 
will  pass  the  $20  billion  mark.  Before  the  June  decision 
only  two  southeastern  banks  had  assets  over  $11  billion; 
now  five  potentially  have  $15  billion  or  more.  To  be  sure, 
$16  billion  is  a  far  cry  from  Citicorp's  $169  billion  in 
assets,  but  the  superregionals  don't  intend  to  stop  there. 


Weep  not  for  the  money  centers.  They  have  their  meth 
ods.  "We  have  done  more  geographic  expansion  since  that 
goddamn  decision  than  we  did  before  it,"  says  Chase 
Manhattan's  Vice  Chairman  Anthony  Terracciano.  "Look, 
we  are  not  going  to  get  any  help  on  this  issue,  so  we  have  to 
take  advantage  of  opportunities  as  they  come  along." 

Plenty  have  come  along — "nonbank"  areas  like  Citi- 
bank's massive  credit  card  network  and  Manufacturers; 
Hanover's  financial  services  arm,  CIT  Financial.  In  the 
wake  of  the  thrift  crisis  in  Ohio  and  Maryland,  Chase 
bought  nine  S&Ls  there  with  the  blessings  of  the  regula- 
tors and  is  converting  them  into  commercial  banks.  Citi- 
corp and  Chase  are  planning  to  acquire  banks  outright  in 
states  such  as  Arizona  that  allow  nationwide  banking. 

Moreover,  the  big  banks  are  turning  themselves  into 
investment  banks  more  rapidly  than  ever.  They  can't 
underwrite  corporate  debt  and  equity,  of  course,  because  of 
the  Glass-Steagall  Act,  but  they  can  do  such  things  as 
mergers  and  acquisitions,  Euromarket  underwriting  and 
interest-rate  swaps.  Over  25%  of  most  money  centers' 
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earnings  this  year  may  come  from  investment  banking — 
more  than  $750  million  for  six  New  York  banks  alone. 

The  big  banks  want  in  because  their  core  business — 
originating  and  holding  commercial  and  industrial  loans — 
is  drying  up.  "Many  of  our  customers  are  going  to  markets 
on  their  own  credits  and  are  coming  to  us  less  and  less  for 
loans,"  says  Dennis  Weatherstone,  chairman  of  Morgan's 
executive  committee.  Investment  banking  obviously  is 
the  answer.  For  one  thing,  banks  can  grow  revenues  with- 
out adding  assets.  It's  also  tailor-made  for  big  banks:  Most 
money  centers  already  have  strong  relationships  with  po- 
tential investment  banking  clients — the  same  people  they 
have  been  lending  to  for  decades. 

Is  investment  banking  profitable?  It's  no  accident  that 
two  of  the  leaders  of  the  banks'  invasion  of  Wall  Street — 
Bankers  Trust  and  Morgan — also  lead  the  multinational 
group  in  five-year  return  on  equity. 

What  about  the  thrifts?  Kenneth  Rilander  of  Paine  Web- 
ber Capital  Markets  divides  the  thrifts  into  three  groups: 
About  one  in  two  is  well  capitalized,  such  as  H.F.  Ahman- 


son  and  Golden  West  Financial,  and  thus  able  to  reap  the 
rewards  of  low  interest  rates  and  a  favorable  economic 
environment.  Another  one  in  four  has  problems  but  with 
some  thorough  balance  sheet  work  might  join  the  happy 
few.  The  rest  of  the  thrifts,  says  Rilander,  are  "living 
underground" — being  liquidated,  merged,  or  propped  up  by 
the  FSLIC. 

Sometimes  you  have  to  look  behind  the  numbers.  Take 
the  top  thrift  on  our  list,  Columbia  S&X  in  Beverly  Hills.  It 
had  a  net  worth  of  about  $9.5  million  in  1981.  Now  it's 
over  $250  million.  "That's  acquisition-free  growth — no 
intangibles,"  boasts  President  Thomas  Spiegel.  But  Co- 
lumbia owes  much  of  that  asset  growth  to  risky  takeover- 
related  junk  bonds  (Forbes,  Nov.  19,  1984). 

Mergers  have  also  been  sweeping  the  thrift  industry, 
mainly  between  a  healthy  acquirer  and  a  sick  acquiree. 
One  to  watch:  Great  American  First  of  San  Diego's  bid  for 
Home  Federal  in  Arizona.  If  approved  by  the  Federal  Home 
Loan  Bank  Board,  it  will  be  the  first  time  two  big,  healthy 
thrifts  have  been  allowed  to  merge  across  state  lines.  ■ 
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Lincoln  Continental. 


You  don't  really  need  others 

to  confirm  the  wisdom  of  your  choice. 

But,  invariably,  they  will. 

For  more  information,  call  1-800-445-6000. 


LINCOLN.  What  a  luxury  car  should  be.- 


Soon  busine 


i  speed  voice  and  data  along  a  new  track 


Think  of  it.  A  communi- 
cations network  that 
sends  both  voice  and 
computer  messages  over 
the  same  telephone  line, 
at  the  same  time.  So  one 
network  does  what  it  took 
two  networks  to  do  before. 
And  that  assures  far  greater 
efficiency,  economy  and  flexi- 
bility for  our  customers. 

What  makes  all  this  possi- 
ble? A  revolutionary  technol- 
ogy known  as  the  Integrated 
Services  Digital  Network 
(ISDN]. 

An  Ameritech  company, 
Illinois  Bell,  will  introduce  the 
nation's  first  customer  applica- 
tion of  this  long-awaited  network 
in  1986. 

With  the  participation  of 
McDonald's  Corporation  in 
Oak  Brook,  Illinois,  this  pilot  appli- 
cation will  help  establish  the  ISDN 
standards  that  will  be  used  world- 
wide. Because  these  standards  are 
universal,  ISDN  will  be  compatible 
with  a  wide  range  of  communications 
equipment  and  services.  That  means 
you  won't  be  locked  into  one  supplier. 

We're  the  Bell  companies  of  Illinois, 
Indiana,  Michigan,  Ohio  and  Wisconsin. 
And  we're  leading  companies  in  cellular 
phone  service,  voice  and  data  products 
and  systems,  directory  publishing  and 
other  areas  of  communications. 

By  taking  the  lead  in  bringing  the  nation 
the  Integrated  Services  Digital  Network, 
Ameritech  is  making  communications  even 
more  productive  for  you. 


JimERiTECn 


AMERICAN  INFORMATION  TECHNOLOGIES 

Helping  you  communicates. 


©  1985  Ameritech 


BEVERAGES  AND 
TOBACCO   

By  Laurie  Root 

THESE  HAVE  ALWAYS  BEEN  BUSINESSES  where  VOU're 
almost  sure  to  make  a  buck.  The  work  is  harder 
these  days,  but  it  still  pays  very  well — for  most. 
Take  soft  drinks.  Americans  drink  more  of  them  than 
water.  But  today's  soda  drinkers  are  worried  about  calories 
and  cancer.  Many  even  want  a  little  nutrition.  That  means 
choices — flavors,  juices.  Just  as  in  the  apparel  business  (see 
p.  64),  it's  called  segmenting. 

Does  it  pay?  Look  at  the  soft  drink  industry — 26.5% 
ROE  last  year,  25.1%  over  the  last  five.  And  look  who's 
leading  the  cola  wars:  PepsiCo  with  a  29.2%  ROE  last  year, 
to  Coca-Cola's  23.8%. 

The  reasons:  a  series  of  moves  by  PepsiCo,  including  its 
$590  million  purchase  of  MEI's  bottling  business  in  De- 
cember, which  will  help  reduce  costs.  PepsiCo  also  sold  off 
weak  and  unrelated  Wilson  Sporting  Goods  and  North 
American  Van  Lines  to  focus  on  what  it  knows  best:  soda, 
snacks  and  fast  food. 

John  Costello,  senior  vice  president  for  marketing  and 
sales,  boasts  that  Pepsi  led  Coke  in  1985  supermarket  sales 
and,  when  the  dust  settles,  may  well  be  the  number  one 
soft  drink  in  America. 

This  isn't  the  victory  it  would  have  been  five  years  ago. 
In  a  segmented  market,  total  share  is  what  counts.  That's 
still  Coca-Cola's  because  of  its  large  lead  in  fountains  and 
vending  machines. 

Segmenting  came  earlier  to  the  liquor  and  brewery  busi- 
ness, and  it  isn't  helping  now.  These  companies  must 
distance  themselves  from  what  used  to  be  their  main 
attraction — alcohol — to  appeal  to  health-conscious, 
weight-watching  Americans. 


Beverages  and  tobacco 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earning 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabilit- 

Alcoholic  beverages 

G  Heileman  Brewing 

88/« 

1 

28.7% 

16.0% 

22.0% 

3.7% 

3 

16.0% 

-0.6% 

4 

12.3% 

-15.1% 

high 

Brown- Form  an 

67/84 

2 

22.8 

17.7 

57.1 

9.0 

2 

18.4 

0.9 

3 

16.0 

32.6 

high 

Anheuser-Busch  Cos 

68/« 

3 

20.1 

19.4 

37.3 

6.3 

1 

19.5 

7.2 

1 

18.9 

15.3 

very  hig 

Seagram 

•/• 

4 

14.6 

9.2 

25.4 

13.8 

6 

3.2 

10.3 

2 

18.1 

-28.4 

high 

McKesson 

21/34 

5 

14.0 

12.5 

33.4 

1.3 

5 

4.2 

20.5 

6 

-4.9 

0.5 

average 

Adolph  Coors 

82/» 

6 

7.8 

5.2 

0.0 

3.7 

4 

8.2 

11.3 

5 

-3.9 

-10.3 

very  k« 

Medians 

17.4 

14.3 

29.4 

5.0 

12.1 

8.8 

14.2 

-4.9 

•  90%  or  more.  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit  PD:  Segment  profit,  total  deficit.  NA:  Not  available.  iFour-year  growth. 
For  further  explanation,  see  page  56 


For  years,  only  the  U.S. 
Mint  made  money  more 
easily  than  these  folks. 
For  some,  times  have 
changed.  For  others, 
the  good  times  still  roll. 
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Cut  your  cost  of 
investing  by  $50...$100 

even  $500 a  month! 


"You  can  cut  your  cost  of  investing 
substantially— simply  by  using 
Schwab  instead  of  a  full -commission 
broker.  So  when  you  make  your 
own  decisions,  use 
Schwab  and  save" 


-  Charles  Schwab 
Chairman  and  Founder 
Charles  Schwab  &  Co.,  Inc. 


Save  up  to  76%.  At  Schwab  you'll  get  discounts 
of  up  to  76%  compared  to  rates  charged  by  full- 
commission  brokers. 

Get  these  benefits: 

•  No  sales  pressure.  No  one  from  Schwab  will  ever 
call  you  to  try  to  influence  your  decisions. 

•  24-hour  order  entry  service. 

•  Instant  executions  on  most  market  or  market- 
type  orders. 

•  High  interest  between  investments  with  your 
choice  of  three  money  market  portfolios. 
(Prospectuses  available) 

•  Security.  Schwab  is  a  subsidiary  of  BankAmerica 
Corporation,  one  of  the  world's  largest  bank  holding 
companies.  Your  assets  at  Schwab  are  protected  up  to 
$2,500,000  (limited  to  $100,000  for  claims  in  cash). 

For  a  free  booklet  about  our  discount 
brokerage  services: 


Call  toll-free  today 

1-800-356-6677 

or  mail  this  coupon. 


□  Please  send  me  free  discount  brokerage  information. 

□  Please  send  me  free  IRA  information. 


Please  Print  Clearly 


Address. 


State/Zip. 


FOACF 


Charles  Schwab 

America's  Largest  Discount  Broker 

New  York:  335  Madison  Avenue,  Bank  of  America  Plaza,  NY  10017 
San  Francisco:  101  Montgomery  Street,  CA  94104 
Los  Angeles:  1901  Avenue  of  the  Stars,  Suite  175,  CA  90067 
Chicago:  70  West  Madison  Street,  Suite  1300,  IL  60602 


ffl  A  BankAmerica  Company      Member  New  York  Stock  Exchange,  Inc 
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Beer  sales,  down  in  1984  for  the  first  time  in  decades, 
were  flat  last  year.  Hard  liquor  was  down  about  2%.  The 
only  notable  growth  anywhere  was  a  4%  rise  in  wine,  and 
that  from  the  cooler  fad— a  fad  that  probably  won't  last. 

By  October  1986,  the  13  states  (plus  the  District  of 
Columbia)  that  have  not  yet  raised  the  drinking  age  to  21 
will  have  to  do  so  to  keep  full  federal  highway  funding. 
That  won't  help.  Nor  will  the  19%  excise  tax  hike  Con- 
gress socked  to  distilled  spirits  in  October. 

But  the  good  times  roll  on  for  Anheuser-Busch,  whose 
1985  Budweiser  sales  totaled  more  than  all  other  premium 
beers  combined.  Growing  5%  in  a  flat  industry,  Anheuser 
is  rapidly  approaching  a  40%  share  of  the  U.S.  market. 
Among  brewers  and  distillers  last  year,  Anheuser  came 
closest  to  matching  its  five-year  average  ROE. 

Things  are  different  at  Coors,  Heileman  and  Philip  Mor- 
ris' Miller.  Miller,  number  two  to  Anheuser-Busch  but  with 
only  half  the  market  share,  managed  a  slight  increase  in 
1 984,  despite  the  industrywide  decline.  Still,  Miller  shipped 
no  more  beer  in  1985  than  in  1980.  Miller  is  marking  time: 
While  its  Lite,  the  number  two  beer  in  America,  is  growing, 
High  Life,  number  three,  has  been  shrinking. 

Some  analysts  have  faith  in  Coors  to  beat  the  market, 
but  Coors,  along  with  Heileman,  is  undergoing  big  geo- 
graphic expansion.  When  the  expansion  is  over  later  this 
year,  the  growth  may  be,  too. 

In  the  face  of  21  years  of  Surgeon  General's  warnings, 
Americans  smoked  some  600  billion  cigarettes  last  year. 
Sales  are  down  about  2%  again,  but  that's  been  going  on 
for  a  couple  years.  It  was  nothing  compared  with  the  drop 
in  tobacco  stocks — Philip  Morris,  R.J.  Reynolds  and  Amer- 
ican Brands  were  each  down  about  15%  in  1985. 

They  will  likely  slide  further  if  a  company  loses  but  1  of 


the  40-odd  product  liability  suits  before  the  courts.  Early 
rulings  have  favored  the  tobacco  companies,  but  any  victo 
ry  for  the  plaintiffs,  particularly  one  with  punitive  dam 
ages,  could  open  the  floodgates. 

The  first  case  went  to  court  in  November,  and  in  De- 
cember there  was  more  bad  news:  The  American  Medica 
Association  announced  a  campaign  to  end  all  tobaccc 
advertising  and  ban  sales  to  the  under-21  crowd. 

Attention,  contrarians:  Some  analysts  stopped  recom 
mending  tobacco  stocks  months  ago,  but  Becky  Barfield  ol 
First  Boston  thinks  Reynolds  and  Philip  Morris  are  buys 
They  have  been  knocked  down  way  too  far,  she  says,  and 
will  come  back. 

Outside  the  U.S.  things  are  different  for  the  tobaccc 
companies.  There's  growth  there  of  maybe  3%  annually 

Tobacco  prices  are  also  on  the  way  down,  thanks  to  the 
Agriculture  Department's  cutting  leaf  price  supports. 
Smokers  have  always  tolerated  price  hikes,  allowing  the 
companies  to  continue  to  price  above  inflation.  In  fact 
profits  in  this  industry  can  increase  even  when  market 
share  declines,  as  has  been  the  case  with  American  Brands 
for  the  last  15  years. 

Only  the  Mint  makes  money  more  easily.  Before  its 
purchase  of  General  Foods,  Philip  Morris,  for  example,  was 
generating  $2  million  per  day  in  excess  cash.  The  tobacco 
companies  are  putting  that  cash  into  nice,  safe  companies 
with  solid  brand  names  and  no  liability  problems,  like 
General  Foods  and  Nabisco.  Those  companies  are  cash 
generators  themselves  and  will  help  replenish  the  till  for 
future  purchases. 

Barring  catastrophe  in  the  courts,  the  tobacco  compa- 
nies have  plenty  of  time  and  money  to  be  anything  they 
want  to  be.  ■ 


Beverages  and  tobaeco 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 
— segment — 
Company  sales/profits 

latest      debt  as  net 
5-year      12           %  of  profit 
rank        average    months    equity  margin 

latest 
5-year  12 
rank        average  months 

latest 
5-year  12 
rank        average  months 

earnir 
stabili 

Soft  drinks 

General  Cinema  55/61 
MEI  76/83 
Coca-Cola  68/77 
PepsiCo  37/30 

1  34.5%      34.5%     114.6%  12.9% 

2  28.4         20.4         74.4  5.3 

3  21.8        23.8         26.6  8.6 

4  16.8        29.2         37.0  6.9 

4             6.9%  -0.1% 

1  23.6  12.8 
3            7.3  6.0 

2  8.9  -6.1 

1  43.0%  76.2% 

2  22.8  -2.0 

3  6.6  8.4 

4  -3.0  171.7 

very  h 
very  h 
very  h 
very  1> 

Medians 

25.1         26.5         55.7  7.8 

8.1  3.0 

14.7  42.3 

Tobacco 

RJ  Reynolds  Inds  49/75 
Culbro  50/na 
Philip  Morris  Cos  79/» 
Loews  18/83 

1  24.0%      24.6%      25.3%  25.3% 

2  24.0           7.3         34.8  1.1 

3  23.6        26.5         50.3  10.5 

4  22.1         27.4         20.1  9.3 

2  11.8%  6.8% 
1           18.6  -1.5 

3  10.0  1.8 

4  5.4  19.5 

3  12.8%  48.3% 
5           10.4*  -20.6 

2          13.1  10.9 

4  12.3  48.7 

high 
very  b 
very  h 
a  vera 

American  Brands  40/69 
Universal  Leaf  80/« 
Std  Commercial  Tob  •/• 
Dibrell  Brothers 

5  21.1         18.6         31.8  9.1 

6  19.0        18.3          3.2  3.9 

7  18.2         10.5         24.5  1.7 

8  17.4         18.2           0.0  3.3 

6  2.8  6.2 
8             1.9  12.9 
5             4.8  9.6 

7  2.4  13.3 

8           2.1  -1.0 

6  9.6  4.8 

7  4.0  -23.0 
1           27.2  -29.3 

avera 
very  h 
very  le 
very  h 

Medians 

21.6         18.5         24.9  6.5 

5.1  8.2 

11.4  1.9 

Industry  medians 

21.5         18.5         29.2  6.6 

7.8  7.0 

12.3  2.7 

All-industry  medians 

13.7         12.7         36.6  3.8 

6.9  4.3 

0.3  -6.0 

•  90%  or  more.    DD:  Segment  deficit  total  deficit.    DP:  Segment  deficit,  total  profit    PD:  Segment  profit,  total  deficit  NA: 
For  further  explanation,  see  page  5< 

\'ot  available.    ^Four-year  growth. 
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CHEMICALS 

The  chemical  companies  almost 
drowned  in  overcapacity  in  their 
commodity  businesses.  Specialty 
chemicals  were  doing  much  better. 
So. . . . 


By  Christopher  Power 


T|he  plain  fact  is,  chemicals  aren't  an  exciting 
growth  industry  anymore,"  says  Charles  Reeder, 
chief  economist  for  Du  Pont. 
Too  bad  the  industry  didn't  realize  it  in  time.  All 
through  the  late  Seventies  the  chemical  companies  got 
ready  for  a  boom.  What  they  got  in  the  early  Eighties  was  a 
bust  instead.  So  they  curbed  their  ambitions  during  the 
1983-84  recovery,  doing  little  more  than  keeping  pace 
with  the  growth  in  manufacturing.  The  strategy  seemed  to 


work  splendidly.  In  those  two  years,  sales  in  our  group 
went  up  7.2%  and  5.8%,  respectively,  and  earnings  in- 
creased 6.4%  and  33.1%,  respectively. 

But  when  manufacturing  stalled  last  year,  it  turned  out 
that  just  keeping  up  had  been  going  too  fast.  Fact  is,  the 
late-Seventies  overcapacity  still  overhangs  the  market. 
The  industry  thought  it  had  shut  expansion  off  like  a 
faucet,  but  a  lot  of  it  is  still  coming  on.  During  the  past  15 
months,  for  example,  worldwide  capacity  has  increased  by 
more  than  5%  and  overcapacity  in  some  basic  chemicals 
runs  as  high  as  30%. 


Chemicals 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnings 

>mpany 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stability 

iversified 

hm  &  Haas 

75/77 

1 

15.1% 

15.3% 

17.8% 

7.0% 

5 

4.3% 

0.7% 

1 

12.3% 

-12.5% 

average 

livai 

•/• 

2 

13.8 

10.7 

63.9 

1.1 

6 

3.4 

3.2 

8 

1.2 

-30.3 

very  low 

rden 

31/41 

3 

13.4 

13.9 

31.0 

4.1 

14 

0.0 

0.5 

3 

10.6 

5.2 

very  high 

rg-Wamer 

24/31 

4 

13.1 

10.8 

14.7 

4.4 

3 

8.4 

0.8 

6 

6.2 

-15.4 

average 

lied-Signal 

22/14 

5 

12.7 

14.0 

45.7 

4.8 

2 

19.6 

-5.9 

NM 

301.7 

NM 

du  Pont 

33/25 

6 

12.2 

7.6 

28.8 

2.7 

1 

27.2 

-6.0 

10 

-2.6 

-37.8 

very  low 

ircules 

44/48 

7 

12.1 

11.0 

30.8 

6.0 

10 

1.5 

-1.2 

9 

-0.9 

-23.3 

very  low 

nerican  Cyanamid 

26/13 

8 

11.7 

10.2 

31.5 

4.7 

8 

2.8 

-4.8 

7 

2.3 

-22.7 

very  low 

iw  Chemical 

83/84 

9 

11.3 

8.6 

54.2 

3.9 

7 

3.0 

-2.9 

12 

-15.5 

-18.2 

average 

Dnsanto 

81/« 

10 

10.5 

8.0 

22.7 

4.3 

11 

0.5 

-3.4 

5 

8.6 

-34.9 

low 

1C 

36/47 

11 

10.5 

5.5 

30.4 

1.0 

12 

0.3 

-10.4 

13 

-15.8 

-70.8 

low 

lanese 

46/46 

12 

9.6 

16.0 

60.2 

5.1 

13 

0.0 

-7.2 

NM 

1.6 

NM 

lion  Carbide 

43/49 

13 

8.9 

def 

48.0 

def 

15 

-0.7 

-4.5 

15 

-25.1 

P-D 

average 

in 

56/35 

14 

8.7 

def 

42.6 

def 

9 

2.3 

-9.6 

4 

8.9 

P-D 

low 

nnwalt 

62/66 

15 

8.6 

def 

23.4 

def 

16 

-2.4 

-1.9 

11 

-7.4 

P-D 

low 

ichhold  Chemicals 

89/» 

16 

8.5 

7.8 

23.1 

2.0 

17 

-3.1 

0.3 

2 

12.1 

-36.9 

low 

itional  Distillers 

40/43 

17 

8.2 

4.8 

30.4 

2.7 

4 

4.6 

-33.0 

14 

-19.3 

-29.7 

high 

idians 

11.3 

8.6 

30.8 

3.9 

2.3 

-3.4 

-0.9 

-29.7 

90%  or  more.  DD:  Segment  deficit,  total  deficit  DP:  Segment  deficit,  total  profit  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit 
-P:  Deficit  to  profit    P-D:  Profit  to  deficit,    def:  Deficit.    NM:  Not  meaningful.    For  further  explanation,  see  page  56. 
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"It's  been  damn  tough,"  says  J.  Lawrence  Wilson,  group 
vice  president  for  $2  billion  (sales)  Rohm  &  Haas,  which 
has  been  battered  across  the  board— even  in  specialties 
long  thought  to  be  safe  for  growth,  such  as  polymers  for 
the  now  slumping  electronics  industry.  "You  would  never 
have  assumed  such  volatility  in  the  early  Seventies,"  says 
Charles  Rose,  Oppenheimer  &.  Co.'s  specialty  chemicals 
.analyst.  "Then  it  looked  like  demand  in  fields  like  oil 
exploration  and  electronics  would  just  grow  and  grow." 
The  five-year  average  return  on  equity  for  our  specialized 
chemicals  group  is  over  15%;  for  the  latest  12  months,  it's 
under  11%. 

But  fortunately — or  unfortunately  for  the  future,  may- 
be— some  specialty  chemicals  are  doing  so  well  that  the 
same  old  story  looks  as  if  it's  about  ready  to  repeat  itself. 

Take  Economics  Laboratory,  a  middling  ($727  million  in 
sales)  specialty  chemical  company  that  does  not  even 
appear  on  the  Forbes  list.  Its  range  of  cleaning  products 
has  kept  average  return  on  equity  over  18%  since  1980.  No 
wonder  the  big  commodities  companies  are  falling  all  over 
one  another  to  get  into  these  businesses.  Dow  is  develop- 
ing superspecialized  plastics.  Hercules  has  graphite  fibers 
for  use  in  outer  space.  Union  Carbide  is  expanding  its  old 
industrial  gases  division. 

The  move  into  specialties  has  coincided  with  a  retreat 


from  commodities.  Dow,  which  has  sold  off  over  $1  billion 
in  assets  since  1982  and  abandoned  plans  for  a  $1  billion 
polyethylene  complex  in  Saudi  Arabia,  took  a  charge  of 
$475  million  last  year.  Union  Carbide  has  shed  about  $1 
billion  worth  of  businesses  since  1978  and  took  a  1985 
charge  of  $1  billion  as  well — although  even  that  may  not 
keep  it  out  of  GAF's  clutches.  Monsanto  has  been  slashing 
costs  ever  since  it  acquired  drugmaker  G.D.  Searle  in 
October  1985.  Example:  It  is  offering  early  retirement  to 
3,900  workers. 

Long  term,  this  "restructuring"  will  help.  Most  compa- 
nies now  can  break  even  running  at  around  70%  of  total 
capacity.  Not  too  many  years  ago,  says  Du  Pont's  Reeder, 
"such  operating  rates  would  have  meant  a  recession.  You 
get  operating  rates  back  up  to  80%,  and  you  have  a  very 
attractive  situation." 

Will  that  happen?  With  worldwide  demand  expected  to 
grow  at  a  compound  5%  through  the  1980s  (global  GNP 
will  be  up  only  3%  a  year  during  the  period),  chemicals 
ought  to  be  in  for  some  terrific  leverage.  "By  the  end  of  the 
decade,"  says  Salomon  Brothers  analyst  Leslie  Ravitz, 
"when  the  capacity  cycle  catches  up  with  the  business 
cycle,  this  will  be  a  very  good  industry  to  be  in." 

Ravitz  undoubtedly  is  right,  but  what  good  will  it  do  if 
the  industry  repeats  its  mistake  in  specialty  chemicals?  ■ 


Chemicals 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earning 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabilit 

Specialized 

Nalco  Chemical 

•/• 

1 

22.8% 

20.6% 

5.3% 

10.9% 

15 

2.5% 

-5.2% 

8 

1.8% 

-4.2% 

very  loi 

Morton  Thiokol 

52/61 

2 

21.0 

29.5 

21.7 

10.7 

1 

20.6 

-8.8 

1 

16.6 

78.9 

low 

Intl  Flavors  &  Frags 

•/• 

3 

20.6 

19.3 

0.0 

14.0 

16 

2.4 

2.6 

6 

2.2 

-1.6 

high 

Freeport-McMoRan 

52/75 

4 

20.2 

17.5 

88.7 

15.6 

4 

9.4 

-5.3 

19 

-12.0 

40.9 

averagt 

Cabot 

30/31 

5 

19.9 

def 

46.8 

def 

7 

7.5 

-19.7 

11 

-4.2 

P-D 

very  lo' 

Lubrizol 

•/• 

6 

17.9 

12.7 

6.4 

6.9 

18 

0.4 

8.9 

17 

-10.3 

-9.9 

averagi 

Engelhard 

22/58 

7 

17.8 

10.2 

12.7 

2.2 

20 

0.1 

-4.8 

9 

-0.2 

0.6 

very  lo" 

Vulcan  Materials 

30/35 

8 

17.6 

14.9 

15.3 

7.7 

13 

4.5 

3.8 

10 

-0.2 

-3.5 

very  lo> 

Dexter 

45/45 

9 

16.7 

13.6 

37.1 

4.5 

12 

5.0 

1.4 

4 

2.9 

-3.3 

averagi 

Tyler 

37/32 

10 

16.5 

10.8 

88.4 

2.3 

2 

14.1 

-18.8 

6 

2.2 

-38.4 

very  lo< 

Witco 

•/• 

11 

15.6 

15.3 

38.3 

3.9 

6 

8.0 

-0.9 

3 

5.0 

-9.1 

low 

Air  Prods  &  Chems 

•/• 

12 

15.5 

13.1 

33.8 

7.8 

8 

6.3 

5.4 

5 

2.3 

4.4 

very  lo' 

Big  Three  Industries 

43/62 

13 

15.4 

1.9 

35.0 

1.4 

9 

6.1 

8.3 

13 

-6.9 

-77.6 

very  lo' 

Ethyl 

63/71 

14 

13.9 

14.7 

56.0 

7.0 

21 

0.0 

-10.6 

2 

5.1 

3.1 

averagi 

WR  Grace 

42/57 

15 

13.8 

7.1 

68.6 

2.3 

14 

3.5 

6.4 

15 

-8.5 

-20.3 

low 

Intl  Minerals 

70/78 

16 

13.3 

8.7 

31.3 

5.9 

22 

-1.8 

-0.6 

16 

-10.2 

2.4 

averagt 

Sun  Chemical 

73/77 

17 

12.8 

10.7 

96.2 

2.2 

3 

13.2 

1.1 

20 

-18.1 

70.1 

low 

Liquid  Air 

84/» 

18 

11.1 

10.8 

60.7 

5.8 

10 

5.7 

9.0 

14 

-6.9 

19.2 

averagt 

Williams  Cos 

23/17 

19 

10.2 

3.6 

145.6 

1.5 

5 

9.0 

-17.6 

12 

-4.5 

-73.1 

very  lo' 

Ferro 

•/• 

20 

10.1 

6.8 

32.4 

2.0 

19 

0.2 

-2.4 

18 

-10.5 

-36.5 

averagt 

NL  Industries 

34/« 

21 

9.4 

def 

39.1 

def 

25 

-7.7 

1.8 

NM 

P-D 

NM 

BF  Goodrich 

41/58 

22 

3.4 

def 

61.6 

def 

17 

2.2 

-5.0 

NM 

P-D 

NM 

Koppers 

48/17 

23 

3.1 

def 

35.8 

0.1 

23 

-2.5 

3.2 

NM 

P-D 

NM 

Inspiration  Resources 

40/« 

24 

def 

def 

55.8 

def 

11 

5.2 

27.1 

NM 

D-D 

NM 

GAF 

48/87 

25 

del 

25.1 

33.9 

7.2 

24 

-6.9 

-1.2 

NM 

D-P 

NM 

Medians 

15.4 

10.8 

37.1 

3.9 

4.5 

-0.6 

-6.9 

-6.7 

Industry  medians 

12.8 

10.5 

34.5 

3.9 

2.9 

-1.6 

-4.4 

-20.3 

All-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

•  90%  or  more.  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit 
D  P  Deficit  to  profit.    P-D:  Profit  to  deficit    def:  Deficit.    NM:  Not  meaningful    For  further  explanation,  see  page  56. 


D-D:  Deficit  to  deficit 
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INTRODUCTION  BY  AMBASSADOR  MIKE  MANSFIELD 


Let  me  once  again  thank  FORBES  for  this  oppor- 
tunity to  address  its  readership  on  the  very 
mportant  subject  of  the  U.S.-Japan  relationship.  It  is 
io  secret  that  I  consider  this  to  be  the  most  impor- 
ant  bilateral  relationship  in  the  world.  It  is  vital  to 
he  economic  interests  of  the  free  world,  it  is  vital  to 
he  peaceful  development  of  the  Pacific  Basin  and  it  is 
/ital  to  the  security  of  the  United  States  and  all  of  our 
riends  in  Asia  and  the  Pacific.  The  FORBES  eighth 
mnual  special  supplement  on  Japan  is  ample  evidence 
hat  the  American  business  community  is  well  aware 
)f  the  significant  role  our  ties  with  Japan  play  in  our 
global  strategy  for  peace  and  prosperity 

Because  I  feel  so  strongly  about  this  most  impor- 
ant  relationship  and  about  the  Pacific  region,  the 
erious  strains  in  this  relationship  that  developed  in 
985  caused  me  deep  concern.  The  U.S.  and  Japan 
tave  had  trade  differences  since  long  before  I  arrived 
i  Japan  as  ambassador  eight  years  ago.  But  the 
iituation  which  we  saw  in  1985  was 
omething  new  and  something  very 
Jangerous — it  threatened  to  destroy 
he  free-trade  system,  which  has  played 
uch  an  important  role  in  ensuring  de- 
velopment and  prosperity  in  the 
)ostwar  years.  In  1 985  we  saw  more 
)rotectionist  bills  pending  in  the  Con- 


gress than  we  have  seen  in  50  years.  Many  business 
groups  in  America  abandoned  their  traditional  sup- 
port of  free  trade  in  favor  of  legislation  restricting 
Japanese  imports,  and  trade  retaliation  became  a 
catchword  in  Washington. 

The  danger,  of  course,  is  that  the  often  justified 
frustration  with  the  large  trade  deficit  felt  by  many 
could  lead  to  protectionism  and  the  closing  of  Amer- 
ican markets  to  imported  products.  This  is  not  the 
solution  to  the  problem,  and  in  the  long  run  would 
hurt  the  U.S.  consumer  the  U.S.  economy  in  general 
and  would  destroy  the  open  international  trade 
system,  What  we  need  in  order  to  solve  our  trade 
problems  is  more  trade,  not  less  trade. 

Both  the  United  States  and  Japan  shared  the 
responsibility  for  creating  the  tension  between  us,  and 
both  must  share  the  task  of  finding  solutions.  I  am 
happy  to  say  that  I  feel  we  have  both  taken  considera- 
ble steps  in  the  right  direction  to  solve  the  problems 
before  us.  Although  1985  was  frankly  a 
difficult  time  in  U.S.-Japan  economic 
relations  (and  our  trade  frictions  are  not 
yet  behind  us),  I  am  confident  that  we 
will  look  back  at  1 985  as  a  year  of  great 
progress  in  strengthening  the  funda- 
mentals of  our  bilateral  partnership. 
For  its  part,  japan  has  come  to  real- 
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ize,  under  Prime  Minister  Yasuhiro 
Nakasone's  leadership,  that  as  the  sec- 
ond largest  economy  in  the  world,  it  has 
a  responsibility  to  its  trading  partners 
that  goes  beyond  merely  reacting  to 
trade  complaints  on  a  piecemeal  basis. 
Thus,  last  winter  we  saw  the  beginning 
of  a  major  new  effort,  known  as  the 
MOSS  talks  (Market  Oriented  Sector 
Selective),  to  find  and  remove,  across 
the  board,  barriers  to  imports  into 
Japan. 

Under  this  process,  the  Japanese 
agreed  to  sit  down  with  us  at  high-level 
meetings  and  examine  in  detail  four 
sectors  of  their  market  in  which  we  feel 
U.S.  suppliers  are  very  competitive, 
namely  telecommunications,  electron- 
ics, medical  and  pharmaceutical 
products,  and  forest  products.  We  have 
seen  a  great  deal  of  movement  toward 
an  open-market  approach  in  these 
areas,  with  the  exception  of  forest 
products.  Particular  progress  has  been 
made  in  the  area  of  easing  standards 
and  certification  requirements,  which 
has  been  one  of  the  most  formidable 
nontariff  barriers  in  the  Japanese  mar- 
ketplace. 

Japan  also  began  to  implement  the 
"Action  Program"  for  internationalizing 
its  markets  and  economy,  which  was 
announced  on  July  30.  This  action  pro- 
gram followed  a  great  deal  of  hard 
lobbying  by  the  prime  minister,  who 
faces  domestic  political  opposition  to 
market-opening  in  many  areas  where 
vested  interests  would  prefer  to  keep 
their  industries  protected  from  compe- 
tition. Speedy  implementation  of  the 
action  program  will  be  the  key  to  its 
success,  both  in  opening  markets  and  in 
defusing  protectionist  sentiments  in  the 
United  States. 

In  an  initiative  which  could  have  more 
far-reaching  results  than  market-open- 
ing, Japan  last  fall  formed  a  working 
committee  to  formulate  measures 
aimed  at  domestic  demand  stimulation. 
For  years,  Japan  has  relied  heavily  on 
exports  as  the  primary  growth  area  of 
its  economy.  Domestic-oriented  growth 
has  been  weak,  except  for  the  area  of 
private  plant  and  equipment  invest- 
ment, which  itself  has  been  primarily  in 
export-related  sectors. 

By  stimulating  domestic  growth  in 
such  areas  as  housing  investment,  pri- 
vate consumption,  domestic 
nonresidential  investment  and  public 
capital  formation,  Japan  can  ease  its 
dependence  on  exports,  boost  its  im- 
ports and  shoulder  a  greater  share  of  its 
responsibility  for  world  economic 
growth.  This  should  not  oniy  ease  Jap- 
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an's  chronic  trade  surpluses,  but  should 
also  contribute  to  global  free-world  se- 
curity by  promoting  growth  in  the 
developing  economies. 

For  our  part,  we  in  the  United  States 
have  come  to  see  that  much  of  the 
trade  deficit  is  of  our  own  making,  and 
consequently,  that  artificial  protection- 
ism is  not  the  answer  to  the  problem. 
Most  people  in  the  U.S.  have  come  to 
realize  that  even  if  Japan's  markets  were 
totally  opened,  we  would  continue  to 
run  large  trade  deficits  in  the  present 
macroeconomic  environment.  Most  of 
us  have  come  to  understand  that  we 
must  look  at  our  trade  deficit  with  japan 
within  the  context  of  our  trade  prob- 
lem with  the  entire  world. 

We  heard  a  great  deal  last  year  about 
the  $37  billion  trade  deficit  with  Japan  in 
1984.  But  we  had  a  global  trade  deficit 
in  1984  of  $123.3  billion,  of  which  Japan 
accounted  for  slightly  less  than  30  per- 
cent. While  our  deficit  with  Japan 
increased,  our  deficit  with  the  rest  of 
the  world  increased  even  faster  In  1980 
we  had  a  trade  surplus  of  $20.3  billion 
with  Western  Europe.  By  1984  that  had 
changed  to  a  deficit  of  $16.9  billion.  In 
1980  we  had  a  surplus  of  $1 .3  billion 
with  Latin  America.  By  1984  that  had 
changed  to  a  deficit  of  nearly  $  1 8  billion. 
Nmeteen-eighty-four  saw  a  $20.4  billion 
deficit  with  Canada  and  an  $  1 1 . 1  billion 
deficit  with  Taiwan.  Our  trade  problems 
are  clearly  global,  and  we  obviously 
cannot  blame  them  all  on  Japan. 

The  U.S.  has  begun  to  move  to 
correct  its  global  trade  problems,  but 
we  must  be  willing  to  follow  through 
with  the  necessary  action.  I  was  encour- 
aged by  Congressional  action  to  reduce 
our  budget  deficit.  It  is  a  step  in  the  right 
direction,  but  we  need  to  do  more,  and 
do  it  faster.  The  president's  1 986  budget 
message  estimates  that  it  will  cost  us 
over  $  1 42  billion  this  year  just  to  pay  the 
interest  on  our  outstanding  government 
debt.  Such  government  crowding  of  our 
capital  markets  is  bad  for  productivity, 
keeps  our  interest  rates  too  high  and 
indirectly  inflates  the  value  of  the  dollar 


against  other  currencies,  often  making 
U.S.  exports  too  expensive  to  compe 
abroad. 

As  U.S.  Trade  Representative 
Clayton  Yeutter  has  said  frequently,  th 
high  value  of  the  U.S.  dollar  lies  at  the 
root  of  our  trade  problems.  In  Septer 
ber  we  saw  a  major  cooperative  effor 
by  the  so-called  Group  of  Five  major 
currency  nations  which  resulted  in  a 
sharp  drop  in  the  value  of  the  dollar  ai 
a  rise  in  the  value  of  the  yen.  This 
international  approach  was  an  excelle 
example  of  how  we  can  deal  with  our 
international  economic  problems  whe 
nations  agree  to  take  mutually  cooper 
tive  efforts.  The  Japanese  were  at  the 
forefront  of  this  move  to  raise  the  yen 
value,  knowing  that  the  effect  would  b 
to  make  their  exports  more  expensiv 

A  sustained  strengthening  of  the  ye 
should  be  most  effective  in  reducing  o 
trade  deficit.  It  is  a  tribute  to  the  matu 
ty  of  the  U.S.-Japan  partnership  that  v. 
were  able  to  act  together  on  this  com- 
plex issue  so  productively. 

The  president's  trade  policy,  an- 
nounced in  his  speech  of  September  2 
is  the  right  approach.  We  as  a  nation 
stand  for  the  principle  of  open  trade 
not  out  of  a  sense  of  naive  benevolenc 
but  because  we  know  that  an  open- 
trade  system  is  in  our  own  best  inter- 
ests. We  do  not  accept  unfair  trade 
practices  by  others,  and  the  admmistr; 
tion  is  rightly  committed  to  attacking 
such  wherever  found.  On  the  other 
hand,  we  realize  that  protectionism  is 
not  the  answer  to  our  trade  disputes, 
and  would  do  tremendous  harm  to  th 
U.S.  economy.  We  as  a  nation  export 
nearly  one-third  more  than  the  Jap- 
anese on  a  global  basis.  Closing  marke 
would  hurt  us,  would  hurt  our  friends 
and  would  damage  our  own  security  aj 
our  friends  abroad  found  they  could  n 
longer  rely  on  us  as  a  dependable 
trading  partner. 

Although  our  trade  problems  are 
serious,  and  we  have  much  work  still 
before  us  to  get  us  back  on  the  right 
track,  I  am  nevertheless  optimistic.  Th 
international  trade  system  is  based  on 
cooperation,  and  our  largest  overseas 
trading  partner  Japan,  has  joined  us  in 
working  to  improve  the  system  of  trac 
which  has  contributed  greatly  to  econc 
mic  growth  and  security.  It  is  because  \a 
are  solving  the  problems  between  us 
and  moving  toward  a  more  equitable  t 
ding  relationship,  that  I  feel  the  fundam 
tals  of  our  partnership  improved  in  I9§ 
I  am  conf  dent  that  1 986  will  see  us 
grow  even  closer  as  the  two  major  pla 
ers  in  the  international  economic  arens 


MORE  PACIFIC  TRAVELERS  CHOOSE  OUR  WAY  THAN  PAN  AM 
AND  UNITED  COMBINED.  JOIN  THE  PEOPLE  WHO  KNOW. 

And  no  wonder!  No  other  airline  offers  you  so  much  of  the  Orient  from  so 
much  of  America.  Northwest  Orient  flies  from  50  U.S.  cities  to  Tokyo,  Osaka,  Seoul, 

Shanghai,  Okinawa,  Guam,  Taipei,  Manila,  Hong  Kong,  and  Kuala  Lumpur. 
No  matter  where  you  live  in  the  U.S.,  you're  near  Northwest  Orient  nonstop  service. 
We  fly  51  nonstop  round  trips  across  the  Pacific  every  week  from  gateways  coast  to  coast, 
including  New  York,  Chicago,  Seattle/Tacoma,  San  Francisco,  Los  Angeles  and 
Honolulu.  We  also  offer  direct  service  from  Minneapolis/St.  Paul  and  Dallas/Ft.  Worth. 

Fly  First  Class  or  Executive  Class,  and  you'll  be  wined,  dined  and  entertained  with 
Regal  Imperial  service . . .  including  sleeper  seats  in  First  Class,  bonus  Free  Flight  Plan 
mileage  and  more.  Call  your  travel  agent,  corporate  travel  department  or 
Northwest  Orient:  (800)  447-4747  toll-free. 

People  who  know... go 

NORTHWEST  ORIENT 
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LARGE-SCALE 
PROJECTS 
FOR  THE  21" 
CENTURY: 

EXPANDING 
THE  JAPAN- 
AMERICA 
ALLIANCE 

by  Glenn  Davis 


MXPANBiNG  TH 
iAPAM-AJMUERICA — 
MLiANCE 


The  japan-America  alliance  has 
demonstrated  a  remarkable  re- 
silience in  its  four  decades  of  existence, 
but  the  need  for  a  stronger  base  is 
evident.  Trade  friction  remains  the  sa- 
lient issue.  There  are  no  less  than  65 
bills  in  Congress  to  raise  tariffs  and 
quotas,  largely  as  a  reaction  to  Japan's 
$50  billion  share  of  America's  $1 50 
billion  foreign  trade  deficit.  The  Jap- 
anese, on  their  side,  have  taken  some 
bold  steps  in  the  right  direction.  The 
opening  of  their  financial  markets  in 
April  1985  was  followed  by  a  compre- 
hensive "action  plan"  passed  by  the  Diet 
in  July.  An  agreement  among  five  ad- 
vanced nations,  reached  in  late 
September;  brought  down  the  value  of 


the  dollar  against  the  yen,  causing  Jap- 
anese companies  to  readjust  their 
export-oriented  policies  of  the  past. 
Japan  will  submit  its  own  blueprint  for  a 
new  world  order  in  April  1 986  at  the 
upcoming  IMF  meeting  in  Washington. 
This  will  be  followed  by  a  new  GATT 
round  in  Tokyo  in  May,  recalling  the 
tremendous  strides  forward  made  by 
the  Tokyo  round  in  1980. 

Meanwhile,  Japanese  investors  con- 
tinue to  astonish  Americans  with  one 
announcement  after  another  concern- 
ing new  acquisitions,  construction  of 
new  plants  and  the  establishment  of 
new  joint  ventures  in  the  United  States. 
The  new  climate  in  international  trade  is 
already  forcing  Japanese  companies  to 
alter  tactics  that  worked  so  well  in  the 
past  to  the  type  of  aggressive  business 
skills  practiced  by  their  American 
teachers.  Japanese  export-oriented 
concerns  have  now  established  factories 
in  the  United  States  which  produce 
goods  bound  for  sale  in  the  Japanese 
market,  thus  helping  to  redress  the 
trade  imbalance.  Formerly  meek  Jap- 
anese financial  institutions  are  now 
aggressively  seeking  out  American  in- 
vestors in  Japanese  stocks.  It  is  an 
entirely  new  ball  game.  In  order  to 


The  seamless 
connection: 
Bank  of  Tokyo 


Bank  of  Tokyo  provides  the 
seamless  connection  between  your 
local  and  international  banking  needs. 
Bank  of  Tokyo  does  this  with  superior  services 
at  both  local  and  worldwide  levels  with  a  network  more 
extensive  than  that  of  any  other  Japanese  bank.  Over  260  offices, 
representative  offices  and  subsidiaries  with  their  offices  and  2,100 
correspondent  banks  become  powerful  assets  on  your  side  in  today's 
demanding  financial  environment. 

Compare  our  performance.  We  believe  you  will  find  it  speedier,  more 
reliable  and  more  economical.  From  organizing  worldwide  syndicated  loans 
to  rapid  foreign  remittances  to  considerate  local  services,  Bank  of  Tokyo 
provides  the  meticulous  concern  you  deserve. 


Leaders  in  international  banking  since  1880  

VV  BANK  OF  TOKYO 


California  First  Bank,  The  ik  of  Tokyo  Trust  Company,  The  Chicago-Tokyo  Bank,  Tokyo  Bancorp  International  (Houston)  Inc.  Bank  of  Tokyo  International,  U.S.A. 
and  The  Bank  of  Tokyo  Canada  are  subsidiaries  and  associated  institutions  of  Bank  of  Tokyo. 


CAN  YOU  SEE  TOSHIBA 
IN  THIS  PICTURE? 


We're  there.  In  their  smiles.  We  helped  make 
those  smiles.  By  making  their  lives  a  little  nicer. 

We  did  it  through  electronics. 

Electronics  is  a  field  you  touch  wherever  you 
turn  these  days. 

And  in  the  years  to  come,  you're  going  to 
touch  it  more. 

And  much  of  what  you  touch  is  going  to  be 
Toshiba.  Because  Toshiba  is  one  of  the  biggest 
electronics  makers  in  the  world. 

We  make  everything  from  semiconductors 
to  computers  to  color  TVs  to  medical  equipment 
to  satellite  communications  systems. 

And  everything  we  make,  makes  life  a  little 
nicer.  That's  what  electronics  are  all  about.  That's 
what  we're  about.  We're  Toshiba.  We're  making 
electronics  come  to  life. 


In  Touch  with  Tomorrow 

TOSHIBA 
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assess  these  new  business  attitudes,  we 
interviewed  both  Japanese  and  Amer- 
ican executives  working  in  Japanese 
companies  and  their  subsidiaries  and 
joint  ventures  in  both  the  United  States 
and  Japan. 

BUILDING  A 
STRONGER  BASE 

f  wo-way  trade  between  Japan  and 
M  the  United  States  has  reached  the 
astonishing  level  of  $63  billion  annually, 
making  America  Japan's  largest  overseas 
trading  partner  Conversely,  Japan  ab- 
sorbs two-thirds  of  American  agri- 
cultural exports.  Japan  and  America 
together  account  for  about  one-third  of 
the  world's  entire  GNP  thereby  forming 
what  American  ambassador  to  Tokyo 
Mike  Mansfield  calls  "the  most  impor- 
tant bilateral  relationship  in  the  world." 
Over  the  past  four  years,  the  strong 
dollar  and  high  interest  rates  have 
attracted  an  increasing  amount  of  Jap- 
anese investment  in  the  U.S.  market, 
mainly  in  terms  of  plant  and  equipment 
expenditures.  For  example,  an  esti- 
mated $30  billion  flowed  from  Japan  to 
the  U.S.  in  fiscal  1984  with  a  cumulative 
$50  billion  having  made  its  way  across 
the  Pacific,  largely  offsetting  the  visible 
trade  imbalance  in  goods  and  services 
that  everyone  quotes. 

Many  Japanese  observers  resent  the 
American  preoccupation  with  trade  im- 
balance figures  as  missing  the  point.  For 
example,  a  recent  survey  by  the  Japan 
Chamber  of  Commerce  in  New  York 
of  some  500  Japanese  corporations 
in  the  U.S.  market  showed  that  their 
export/  import  ratio  was  .764,  signifi- 
cantly better  than  the  .532  ratio  for  total 
U.S.-Japan  trade.  The  ratio  of  exports 
to  imports  by  Japanese  affiliates  for 
trade  was  even  higher  at  .786.  The  most 
significant  trend  uncovered  by  this  par- 
ticular survey  was  that  a  more  balanced 
trade  performance  appears  when  Jap- 
anese companies  establish  trading 
affiliates  in  the  United  States. 

And  firmly  established  they  are.  The 
concept  of  a  trading  company  disap- 
peared almost  as  soon  as  America 
gained  independence,  but  starting  in  the 
Tokugawa  period  (1603-1868),  Japanese 
oligarchy  capital  turned  that  old  concept 
into  a  fine  art.  The  trading  concept  may 
have  been  foreign  from  the  beginning 
for  America,  a  young  nation  fulfilling  its 
manifest  destiny.  The  idea,  however, 
struck  a  resonant  chord  among  timid 
and  linguistically  weak  Japanese  busi- 
nessmen who  preferred  to  use  trading 
experts  to  going  it  alone  overseas. 

It  may  be  ironic  that  the  sogo  st 


T 


fXPAMM WO  Tfffi 
JAPAN-AMERICA 
ALLIANCE 


(general  trading  companies),  which  were 
in  the  vanguard  of  Japan's  phenomenal 
growth  during  the  60s  and  70s,  are  now 
facing  a  challenge  to  their  very  existence 
in  the  80s.  Often  called  "mirrors  of 
Japanese  economics,"  these  Japanese 
trading  equivalents  of  the  Western  mul- 
tinational company  do  not  manufacture, 
although  their  groups  comprise  man- 
ufacturing subsidiaries.  But  as  Japan 
rockets  into  the  high-tech  stratosphere, 
their  traditional  position  as  middlemen 
in  commodity  exchanges  will  have  to  be 
jettisoned.  Trading  companies  must  now 
mirror  the  new  trends  toward  services 
and  software  that  are  paralleling  Japan's 
headlong  rush  toward  automation  and 
computerization. 

One  trading  company  that  has  al- 
ready adopted  just  such  a  stance  is  the 
forward-looking  C.  Itoh  &  Co.  This 
company  maintains  branches  in  88 
countries  where  it  does  a  $60-million-a- 
year  business.  The  firm  was  founded  as 
a  textile  wholesaler  back  in  1858,  and 
1985  marked  the  centennial  of  its  Amer- 
ican business  operations.  C.  Itoh  &  Co. 
(America)  Inc.  now  contains  27  subsidi- 
aries and  affiliates,  with  a  transaction 
volume  in  1984  approaching  $8  billion. 
C.  Itoh  &  Co.  is  now  laying  plans  with 
Hughes  Communications  Inc.  of  the  U.S. 
to  launch  a  communications  satellite  in 
order  to  form  its  own  VAN  network. 

LARGE-SCALE  PROJECTS 

Large-scale  construction  is  no 
stranger  to  Takenaka  Komuten,  a 
$200  million  Japanese  zenecon  (general 
constructor)  with  some  600  major  con- 
struction projects  ongoing  in  Japan,  and 
another  31  large-scale  undertakings  in 
14  countries  around  the  globe.  Con- 
struction of  plant,  office  and  research 
facilities  in  Japan  for  the  increasing  legion 
of  high-technology,  foreign  equity  fi rms 
seeking  to  establish  a  strategic  foothold 
in  the  Pacific  region's  fast-growing  mar- 
kets is  a  particular  specialty  of  Takenaka. 
It  is  currently  involved  in  such  major 
undertakings  as  the  $100  million  con- 
struction of  a  hotel  for  Japan  Air  Lines 


Development  Co.,  Ltd.  in  downtown 
San  Francisco  and  a  commercial  com- 
plex in  downtown  Los  Angeles. 

Tadao  Maeda,  director  and  general  I 
manager  of  the  Office  of  International 
Operations  at  Takenaka's  Tokyo  head- 
quarters, explains,  "We  would  like  10 
form  joint  ventures  with  American 
companies  in  the  future.  We  have  al- 
ready had  inquiries  in  New  York, 
Chicago  and  Boston.  We  think  that  we  j 
could  introduce  a  lot  of  new  technology 
to  such  partnerships,  in  addition  to 
bringing  our  excellent  construction 
techniques." 

Kumam  Corporation  (called  Kumaga 
Gumi  in  Japan)  is  another  Japanese  gen- 
eral constructor  bent  on  entering  the 
U.S.  construction  market  in  a  big  way. 
Kumagai  Gumi  is  one  of  Japan's  largest 
and  most  prof  table  general  contrac- 
tors. The  company  commenced  civil 
engineering  and  construction  opera- 
tions in  1938  and  full-scale  architectural: 
projects  in  1945.  Its  growing  domestic 
and  international  network  comprises  I 
branches  and  62  subsidiaries  and  affili- 
ates. Net  sales  in  f  seal  1984  equaled 
¥615  billion  (US  $2.5  billion)  and  dur- 
ing the  same  period  overseas  contract^ 
achieved  a  record  ¥  171  billion  ($694 
million),  up  35.4  percent  over  the  pre 
vious  year 

Hisashi  Maeda,  administrative  man- 
ager of  Kumam's  American  head- 
quarters in  Palo  Alto,  Calif,  says,  "We 
are  both  general  constructor  and  de- 
veloper, and  we  really  got  started  in 
international  operations  1 5  years  ago 
when  we  constructed  the  Abu  Dhabi 
airport.  Our  next  big  breaks  came  in 
Australia  and  Canada;  the  Adelaide  Stai 
tion  &  Environs  Redevelopment  Projec 
and  the  ¥  15  billion  Rogers  Pass  Tunnel 
Project,  respectively.  In  coordination 
with  Shimizu  Construction,  we  will  also 
be  building  the  linear  car  project  for  th 
Japan  Association  Pavilion  at  the  upcom 
ing  World  Exposition  on  Transportatia 
in  Vancouver." 

UNEARTHING  THE  FUTURE 

The  landscape  of  the  21st  century  i 
already  unfolding,  but  before  thes< 
general  constructors  can  start  their  op- 
erations the  groundwork  must  be  laid 
by  earth-moving  and  related  equipmer 
companies.  Komatsu  Ltd.,  which  was 
established  in  1 92 1 ,  is  a  leader  in  this 
field  and  has  since  grown  into  one  of  th 
world's  foremost  manufacturers  of  a  fii 
line  of  construction  machinery,  industri 
machinery  including  presses,  industrial! 
robots  and  laser  machines.  The  compa 
ny  now  has  62  consolidated  subsidiaria 


IN  THE  WORLD  OF 
HIGH-PERFORMANCE  SEDANS 
MAXIMA  SE  THRIVES 
ON  COMPARISON. 


If  a  sports  sedan  doesn 't  make  driving  a 
harged  experience,  it  has  no  right  to  exist, 
slissan's  Maxima  SE  does  just  that.  In  fact,  the 
more  you  compare  Maxima  to  the  best  the 
world  has  to  offer,  the  better  it  looks. 

Compare  Maxima 's  engine:  a  fuel-injected, 
Uiter  V-6  power  plant  found  in  only  one  other 
ar,  the  awesome  300  ZX.  It  generates  more 
lorsepower  than  a  BMW325e  or  an  Audi  5000. 

Compare  Maxima's  advanced  technology:  In 
addition  to  4-wheel  independent  suspension, 
fou  can  adjust  its  electronic  shock  absorbers  3 
vays  from  the  cockpit  for  a  smoother  ride  over 
'arying  road  surfaces.  No  European  sports  car 
offers  this  extraordinary  feature. 

Compare  Maxima 's  standard  equipment: 
vith  the  Maxima  SE,  power  windows,  power 


NISSAN 


brakes,  power  sunroof,  all... standard.  Where 
other  cars  offer  stereo,  only  Maxima  gives  you 
a  6-speaker,  AM  and  FM  stereo  system  with 
graphic  equalizer,  Dolby  cassette  deck  and  auto- 
matic volume  control. 

Best  of  all,  compare  Maxima's  price.  When 
you  consider  everything  that  Maxima  SE  comes 
with,  you'll  be  amazed  at  how  little  it  goes  for. 

The  Best  Extended-Service  Plan  Avail- 
able. When  you  build  a  car  this  good,  you  can 
back  it  this  good.  Up  to  5 years,  100,000  miles. 
Ask  about  Nissan's  Security  Plus-  at  participating 
Nissan  dealers.  If  you're  looking  for  performance 
. . .  the  name  is  Nissan. 


THE  NAME  IS 

AIISSAAI 


seven  and  a  half  decades,  Hitachi  has  con- 
ted  research  with  single-minded  devotion.  As 
of  the  world's  foremost  operators  of  inde- 
dent  research  facilities,  Hitachi's  original  tech- 
)gies  have  made  the  company  an  innovator  of 
trical  and  electronics  products.  Most  recently 
chi  opened  its  21st  R&D  center,  the  Advanced 
earch  Laboratory.  Its  purpose:  To  develop 
)-range  projects  for  applications  in  the  21st 
tury  and  to  carry  on  the  Hitachi  tradition  of 
leering  research  in  biotechnology,  material 
nee,  software  science,  and  other  technologies 
n  which  progress  depends. 

results  are  in  use  all  around  you 

chi  laser  research  has  allowed  high-density 
)rding  of  business  data  in  optical  disk  filing 
ems.  Complex  manufacturing  operations  have 
n  automated  thanks  to  advances  in  robotics, 
ating  intelligent  machines  with  sophisticated 
sors  to  help  them  see  and  handle  work  pieces, 
v  audio/video  systems  make  use  of  Hitachi's 
al  technology  for  ultrahigh-fidelity  sound  and 
i-definition  television  pictures. 

Each  year,  Hitachi  devotes  some  $1  billion 
isearch.  Our  efforts  to  further  improve  advanced 
inology  involve  the  talents  of  16,000  R&D  per- 
nel.  And  our  desire  to  share  the  benefits  of  new 
wledge  with  others  has  made  available  over 
)00  patents  for  licensing  worldwide. 

In  fact,  we  are  constantly  coming  up  with  inno- 
ons  and  new  applications.  One  case  in  point: 
fevice  that  focuses  an  ion  beam  just  0.5  microns 
lameter  on  semiconductor  surfaces,  for  micro- 


scanning  and  etching  of  circuits  at  temperatures 
in  excess  of  3,000°C. 

These  are  just  a  few  examples  of  Hitachi 
research  at  the  forefront  of  high  technology.  In 
1985  alone,  six  Hitachi  products  were  cited  by 
IR-100,  one  of  the  world's  top  research  forums, 
as  among  the  previous  year's  100  best  technical 
innovations— a  rare  honor  for  a  single  company 
to  achieve. 

The  best  of  worlds  is  yet  to  come 

Our  vision  of  the  future  includes  satellite 
networks  employing  laser  telecommunications 
and  remote  sensing  systems  to  link  every  corner 
of  the  globe  and  eventually  the  planets.  We  see 
tomorrow's  society  served  by  energy-generating 
fusion  reactors,  300-mph  trains  floating  above  the 
ground  on  superconductive  magnetic  fields,  3-D 
color  scanners  for  medical  diagnosis  and  simula- 
tion of  operations-and  much,  much  more. 

We'd  like  you  to  share  in  the  benefits  of  our 
scientific  research,  covering  the  next  generation 
of  microchips,  new  ceramics,  information  process- 
ing systems,  and  other  high-tech  innovations.  For 
improved  business  efficiency.  For  a  higher  quality 
of  life.  Two  goals  we've  pursued  for  75  years  as 
part  of  our  commitment  to  a  better  world 
through  electronics. 


WE  BELIEVE  RESEARCH  IS  THE  LEADING  EDGE  OF  PROGRESS 
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which  together  achieved  net  sales  of 
¥713  billion  in  fiscal  1984. 

Komatsu  America  Corporation 
(KAC),  its  American  subsidiary,  was  es- 
tablished in  1970  and  now  sells  such 
earth-moving  equipment  as  graders, 
excavators,  dump  trucks,  motorized 
scrapers  and  field  loaders.  KAC's  local 
procurement  of  parts  has  reached  $30 
million,  and  the  company  plans  to  open 
a  new  wholesale  company  in  Chicago 
this  year. 

The  biggest  news  for  KAC  occurred 
in  February  1985,  when  the  company's 
first  U.S.  plant  for  production  purposes, 
called  Komatsu  America  Manufacturing 
Corp.,  opened  its  doors  in  Chattanooga, 
Tenn.  KAC's  cumulative  investments  will 
reach  $18  million  by  1988  and  the 
30,000-square-meter  plant  should  be 
generating  an  output  of  $160  million 
withintwo  years  after  opening. 

The  many  benefits  of  owning  their 
own  production  base  in  the  U.S.  market 
were  spelled  out  by  Tokihiko  (Ted) 
Hasuo,  executive  vice  president  for 
Komatsu's  Construction  Machinery 
Division.  Speaking  from  his  office  in  the 
headquarters  building  of  KAC  in  Em- 
eryville, Calif,  Hasuo  says,  "The  new 
plant  will  play  a  large  role  in  centralizing 
our  American  operations.  First,  it  will 
give  us  a  direct  line  to  customers,  which 
will  enable  us  to  custom-design  our 
products  to  American  tastes.  Second, 
the  plant  will  allow  shorter  delivery 
times  and  increased  product  support 
and,  third,  we  will  feel  more  like  mem- 
bers of  the  local  community." 

MODERN  BUILDING 
MATERIALS 

After  the  ground  has  been  pre- 
pared and  construction  com- 
panies consulted,  building  materials  have 
to  be  purchased.  The  most  durable  of 
all  large-scale  building  materials  has,  of 
course,  been  steel.  Steel  companies 
throughout  the  world  continue  their 
efforts  to  diversify  because  of  such 
problems  as  worldwide  overproduction 
and  an  increased  demand  for  special- 
ized steels  and  new  materials.  Japan's 
Sumitomo  Metals  Industries,  Ltd.  (SMI) 
has  met  the  needs  of  today's  diverse 
construction-materials  market  with  a 
wide  array  of  high-tech  products,  al- 
though the  company's  mam  business 
continues  to  be  steel.  Fiscal  1984  saw 
more  new  technologies  and  new  prod- 
ucts appear  in  such  fields  as  titanium, 
powder  metallurgy,  carbon  fiber;  elec- 
tronics, energy  and  coal  chemicals.  Fiscal 
1 984  was  also  a  good  year  for  SMI's 
steel  production,  which  increased  by  6 
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percent  to  1 1 .36  metric  tons;  net  sales 
came  to  ¥1.2  trillion,  an  1 1  percent 
increase  over  the  previous  fiscal  year 
SMI  will  now  launch  a  new  three-year 
medium-range  business  plan,  to  go  into 
effect  in  April  1986,  which  will  empha- 
size further  diversification,  with  the 
company  goal  to  expand  business  unre- 
lated to  steel  to  30  percent  of  its  total 
by  the  mid-1990s,  thus  opening  another 
avenue  for  the  company's  growth  into 
the  next  century. 

President  Yoshifumi  Kumagai  is  a 
great  believer  in  Theory-Ztype  coop- 
eration between  Japanese  and  Ameri- 
cans. He  says,  "I  think  the  best  solution 
[to  solving  the  trade  friction  problem]  is 
to  combine  the  productivity  of  the  Jap- 
anese people  with  the  creativity  of 
Americans.  We  do  not  follow  a  Monroe 
Doctrine  in  our  economic  policies  of 
going  it  alone  and  yet  we  are  not  in  the 
investment  business  for  the  purpose  of 
the  salvation  of  American  companies. 
We  think  that  progress  should  be  the 
controlling  factor.  We  are  not  convinced 
that  simply  investing  in  the  U.S.  will 
provide  a  long-range  solution  to  the 
trade  friction  problem.  Personally,  I  ad- 
mire the  creativity  of  Americans,  but 
what  is  missing  is  loyalty  in  the  work 
force.  Japan's  greatest  fear  right  now  is 
South  Korea  because  there,  workers 
are  loyal  to  their  companies." 


FOR  YOUR  DRIVING  PLEASUK 

As  the  economic  infrastructure  is 
being  readied  for  the  next  cen- 
tury, the  problems  of  transportation 
tend  to  multiply.  Plans  for  urban  dis- 
persement  and  zoned  cities  attract  a  I 
of  attention,  but  the  most  pleasant  for 
of  transportation  is  still  the  automobile 
and  this  will  not  change  as  we  roll  into 
the  next  century.  What  is  changing  are 
the  automobile  companies  themselve 
and  the  products  they  are  turning  out, 
International  tie-ups  between  world 
makers  have  now  become  so  com- 
monplace as  to  be  the  new  norm. 
Hybrid  cars  that  combine  the  national 
characteristics  of  several  nations  are 
now  more  prevalent  than  autos  with 
their  own  national  identity.  The  world 
car  concept  seems  to  have  caught  on 
world  automaking  circles.  Korean  autc 
are  now  being  exported  and  world 
auto  corporations  are  turning  to  joint 
ventures  that  envelop  American  desig 
Japanese  production  techniques  and 
management  and  cost-effective  prodL 
tion  in  South  Korea.  Another  trend  is 
the  continuing  electron ification  of  the 
auto,  which  is  likely  to  reach  30  percer 
of  each  unit  by  the  turn  of  the  century; 

One  Japanese  manufacturer  that  iei 
tures  all  these  trends  and  more  is 
Mitsubishi  Motors,  which  has  produce' 
autos  since  1917  and  has  maintained  a 
tie-up  relationship  with  Chrysler  since 
1971.  That  agreement  was  upgraded  ir 
April  1985  and  Chrysler  now  owns  2C 
percent  of  the  stocks  of  Mitsubishi 
Motors  Corporation  (MMC),  which  wi 
rise  eventually  to  24  percent.  In  May 
1985,  MMC  and  Mitsubishi  Corporatic 
decided  to  hike  their  stake  in  Hyundai 
Motor  of  South  Korea  (maker  of  Pony 
autos)  from  the  former  10  percent  to 
percent.  The  point  is  that  Ponies  are 
already  being  exported  with  great  sue 
cess  to  Canada  and  they  will  enter  the 


SMI's  dynamic  president 
Yoshifumi  Kumagai 


A  little  bit  beyond  steel  making. 


Sumitomo  Metals  long  ago 
established  an  enviable  reputa- 
tion as  an  innovative  developer 
and  integrated  manufacturer  of 
high  quality  steels,  supplier  to 
an  extraordinarily  wide  range  of 
industries.  Today,  however, 
Sumitomo  Metals  and  its  more 
than  80  affiliated  companies  are 
venturing  beyond  steel  produc- 
tion, exploring  many  challenging 
and  exciting  new  fields. 

In  electronics,  for  example, 
we're  manufacturing  silicon 


wafers,  which  are  in  turn  used 
to  make  integrated  circuits, 
the  building  blocks  of  today's 
sophisticated  computers.  In 
energy,  we're  developing  new 
ways  to  utilize  the  vast  amounts 
of  energy  that  coal  can  provide. 
And  in  special  metals,  we're 
manufacturing  titanium  and  tita- 
nium alloys,  materials  prized  for 
their  light  weight,  high  strength 
and  superior  resistance  to 
corrosion. 

But  don't  misunderstand. 


Sumitomo  is  not  abandoning 
the  steel  business.  No,  far  from 
it.  Steel  production  is  our  bread 
and  butter,  and  we're  finding 
that  our  search  for  new  ways  to 
make  it  stronger,  lighter  and 
more  inexpensive  has  become 
more  challenging  and  more 
exciting  than  ever  before. 

So  in  the  future,  when  you 
see  the  Sumitomo  Metals  name 
on  a  product  other  than  steel, 
you'll  understand.  We've  gone 
a  little  bit  beyond  steel  making. 


«©>  SUMITOMO  METALS 


■^^■1    SUMITOMO  METAL  INDUSTRIES,  LTD.     Tokyo  &  Osaka.  Japan 

Sumitomo  Metal  America,  Inc.  Head  Office:  420  Lexington  Ave  ,  New  York,  N.Y.  10170,  U.S.A.  Phone:  (212)  949-4760  Offices  in  Los  Angeles,  Chicago,  Houston. 
MAIN  PRODUCTS:  Tubes  &  pipe,  flat  rolled  products,  bars,  shapes  &  wire  rods,  rolling  stock  parts,  steel  castings  &  forgings,  and  a  wide  range  of  steel  products  and  new  materials 
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Japan's  largest  asset: 

Its  people. 

Japan's  largest  bank: 

DKB 


ZJ  Total  Assets 

B  Total  Deposits 

(Unit  Billion  Yen) 

Perhaps  the  single  greatest  resource  that 
has  made  Japan  the  economic  power  it  is 
today  is  its  people;  and  those  people  have 
chosen  to  make  DKB  Japan's  largest  bank, 
with  assets  of  more  than  US$130  billion.  The 
reason?  No  bank  better  understands  the 
hearts  and  minds  of  the  Japanese  people  or 
OD  Japan's  financial  world.  How?  Through  DKB's 
vast  domestic  branch  network  that  maintains  close  financial  relations  with 
almost  all  of  the  leading  national  companies.  This  network  has  led  to 
DKB's  becoming  the  bank  chosen  by  one  out  of  every  two  foreign  or 
foreign-affiliated  companies  in  Japan  for  sophisticated  international 
financing  and  up-to-date  data  on  the  Japanese  scene. 

If  you're  interested  in  putting  DKB's  expertise  and  capabilities  to  work  for 
you,  contact  your  nearest  DKB  office.  DKB  maintains  offices  in  more  than  48 
major  financial  centers  throughout  the  world 

DKB:  the  international  bank  in  the  heart  of  the  Japanese  financial  world. 


»i  We  have  your  interests  at  heart 

DAI-ICHI  KANGYO  BANK 


Our  Network  in  the  U.S.A.: 

New  York  Branch:  One  World  Trade  Center.  Suite  4911.  New  York.  N  Y  10048  Los  Angeles 
Agency:  770  Wilshire  Boulevard.  Los  Angeles.  California  90017  Chicago  Branch:  Mid- 
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American  market  sometime  in  1986. 
Some  Hyundai  products  will  likely  be 
distributed  by  Mitsubishi  Motor  Sales  c 
America  (MMSA),  MMC's  own  distribi 
tion  network  in  America.  (Two-thirds  < 
all  MMC  autos  sold  in  the  U.S.  are 
distributed  through  Chrysler  channels 
and  the  remaining  one-third  through 
MMSA  routes.)  MMC  will  also  supply 
Chrysler  with  V-6  engines  on  an  OEM 
basis  starting  in  the  fall  of  1986. 

Adding  to  the  complexity  is  the  Oc- 
tober 1985  announcement  of  yet 
another  50-50  joint  venture  called  the 
Diamond-Star  Motors  Corporation  be 
tween  Chrysler  and  MMC  for  the 
production  of  MMC  autos  in  Bloom- 
ington-Normal,  III.  Production  is 
scheduled  to  begin  in  late  1988.  The 
$500  million  plant  will  turn  out  appro* 
imately  1 80,000  units  per  year  with  a 
work  force  of  2,500.  These  cars  will  b<| 
distributed  50-50  between  MMSA  anc 
Chrysler  channels,  in  principle. 

MMC  President  Toyoo  Tate  believes 
that  Japanese  and  American  skills  can  t 
combined  effectively  to  bridge  the  fu- 
ture. "I  became  president  in  1983  and 
ever  since  then  I  have  emphasized  the 
customer-oriented  approach,"  he  ex- 
plains. "The  American  auto  market  is 
very  important  for  us.  We  would  like  1 
export  more  but  we  are  also  keen  on 
reducing  trade  friction,  thus  our  plans 
for  the  new  joint  venture." 

Futuristic  autos  can  be  built  only  in 
state-of-the-art  manufacturing  facilities 
such  as  the  Hofu  assembly  plant  of 
Mazda  Motor  Corp.,  the  Hiroshima- 
based  maker  of  such  bestsellers  as  the 
RX-7  and  the  Mazda  323.  Mazda's  vi- 
sion for  the  future  naturally  includes  ar 
American  manufacturing  base,  hence 
the  November  1 984  announcement  tc 
build  a  new  2. 1 -million-square-foot, 
$450  million  factory  in  Flat  Rock,  Mich, 
capable  of  turning  out  240,000  units  pe 
year  at  full  production.  Auto  productic 
will  begin  in  the  fall  of  1 987  with  the 
company's  Hofu  assembly  plant  as  the 
model.  It  is  the  largest  single  mvestmer 
in  Mazda's  history. 
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your  fingertips  with  ~}IJ 
next  major  step  J\^l 
ward  in  35mm  photo-  A7^" 
phy.  The  Canon  T70,  I 
bining  optical,  mechanical  and 
puter  engineering  that  set  it 
rt  from  any  camera  you  have 
rseen  or  handled. 
For  focus-and-shoot  conve- 
nce,  there  are  three  pro- 
mmed  modes:  STANDARD  for 
rmal  subjects;  TELE  for  action 
d  telephoto  lenses;  WIDE  for 
reased  depth-of -field  with 
de-angle  lenses. 
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r    5^  priority  automation, 

htdc"li  stopped-down  auto- 
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 1  Canon  Speedlite  277T 

also  provides  two  separate  auto- 
matic flash  modes. 

There's  dual  metering:  cen- 
ter-weighted average  and  selec- 
tive area,  measuring  only  1 1  %  of 
the  viewf inder  area.  The  built-in 
Power  Winder  provides  auto  load- 
ing, film  advance  and  power  re- 
wind, too. 

What's  missing?  Traditional  g 
knobs  and  levers— replaced  by  ' 


touch-buttons  that  set  and  con- 
trol all  functions.  A  Liquid  Crystal- 
Display  with  non-volatile  memory 
provides  full  information  readout. 
The  optional  Canon  Command 
Back  70  provides  even  more 
incredible  capabilities.  And  the 
entire  line  of  over  fifty  Canon  FD 
lenses  can  be  used. 

Touch  the  future.  At  your 
authorized  Canon  dealer  now. 


Canon 


Canon  USA,  Inc.,  One  Canon  Plaza,  Lake  Success,  NY  11042  / 140  Industrial  Dr.,  Elmhurst,  IL  60126  /  6380  Peachtree  Industrial  Blvd.,  Norcross.  GA  3007.1  , 
Regent  Blvd.,  Irving,  TX  75063  / 123  Paularino  Ave.  East.  Costa  Mesa,  CA  92626  /  4000  Burton  Dr..  Santa  Clara,  CA  95054  /  Bldg.  B-2, 1050  Ala  Moana  Blvd.,  Honolulu,  HI  96814  /  Canon  Canada,  Inc.,  Ontario 
•  ©  1984  Canon  U.S.A  .  Inc. 
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TECHNOLOGICAL 
INVESTMENT  FLOW 

■apanese  products  have  traditionally 
4m  been  improved  versions  of  existing 
consumer  products,  but  as  Japan  has 
rapidly  climbed  the  high-tech  ladder  a 
shift  in  investment  patterns  has  become 
obvious.  The  emergence  of  higher-level 
products  and  the  development  of  un- 
manned factories  have  negated  the 
former  benefits  of  building  factories  in 
such  low-cost  areas  as  Southeast  Asia 
and  Latin  America.  Only  the  European 
and  American  regions  can  offer  the 
industrial  infrastructure  and  the  skilled 
workers  required  to  maintain  auto- 
mated or  flexible  manufacturing 
systems.  A  higher  percentage  of  soft- 
ware is  now  needed  to  produce 
Japanese  products,  particularly  in  mod- 
ern electronics  and  communications 
industries.  It  is  quite  natural,  then, 
to  expect  an  enhanced  amount  of 
construction  in  the  U.S.  market  in 
the  electronic,  mechatronic  and 
office/factory  automation  fields  in  the 
months  ahead.  Some  American  busi- 
nessmen may  now  find  themselves  in 
the  ironic  position  of  learning  new  skills 
from  Japanese  executives  who  had 
been  their  former  students. 

Another  side  effect  of  this  investment 
in  the  electronics  field  is  the  refurbishing 
of  American  plants  that  have  either 
closed  or  shut  down  part  of  their  oper- 
ations. For  example,  the  brand  new 
joint  venture  in  western  New  York 
State,  called  the  Toshiba- Westinghouse 
Electronic  Corporation  (TWEC  for 
short),  will  create  800  new  jobs  for 
Americans  in  a  high-unemployment 
area.  Announced  at  the  Computer 
Conference  in  Chicago  in  July  1 985,  this 
new  joint  venture  within  the  Westing- 
house  plant  in  Horseheads,  N.  Y  will 
start  turning  out  high-quality  color  and 
black-and-white  picture  tubes  for  com- 
puter CRTs  and  color  TVs.  It  will  start 
manufacturing  operations  in  December 
1986  and  will  be  turning  out  one  million 
tubes  per  year  by  the  end  of  1 987  and 
1 .8  million  units  two  years  after  that. 

The  most  interesting  aspect  of  this 
new  joint  venture  is  that  both  partici- 
pants had  previously  enjoyed  traditional 
relationships  with  other  partners 
(Toshiba-General  Electric  and  Westing- 
house-Mitsubishi),  but  broke  away  to 
form  this  new  joint  venture  in  a 
maverick  move.  The  advantage  to  the 
American  side  is  that  TWE  I  will  effec- 
tively revive  CRT  production  at  this 
Westinghouse  plant,  whic 
terminated  way  back  in  1976,  while  the 
Japanese  will  be  given  access  rx 
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ican  distribution  networks  for  CRTs. 

According  to  Carl  R.  Johnson,  general 
manager  of  the  Industrial  &  Govern- 
ment Tube  Division  at  Westinghouse, 
"This  is  the  first  joint  venture  to  be  set 
up  within  the  Westinghouse  Group,  and 
we  are  confident  that  we  can  win  a  23 
percent  share  of  the  domestic  market 
when  we  go  into  full  production,  since 
most  competing  CRTs  are  now  im- 
ported from  Japan." 

Refurbishing  may  lie  in  the  arena  of 
rebuilding  but  establishing  brand  new 
plants  from  the  ground  up  verges  on 
foretelling  the  future — and  that  is  exact- 
ly what  Fujitsu  American,  Inc.  (FAI)  is  up 
to  in  the  Great  Northwest — in  I — I i II- 
sboro,  Ore.  to  be  exact.  FAI  announced 
the  $9.5  million  purchase  of  a  120-acre 
tract  in  that  area  in  January  1 985  as  the 
site  for  a  144,000-square-foot  computer 
disk  drive  manufacturing  plant  due  to 
open  in  the  spring  of  1986.  The  $30 
million  facility  will  be  FAI's  fourth  and 
largest  U.S.  manufacturing  plant  and  will 
eventually  employ  more  than  400 
American  workers.  FAI  is  one  of  several 
North  American  subsidiaries  of  Fujitsu 
Limited  of  Tokyo,  which  employs  74,000 
workers  in  60  countries  and  maintained 
annual  sales  of  $6.8  billion  in  fiscal  1984. 

In  commenting  on  the  new  undertak- 
ing, Arthur  J.  Gemmell,  senior  vice 
president  for  administration  at  FAI,  says, 
"The  site  in  Oregon  was  chosen  for 
several  reasons:  Supplies  can  be 
brought  in  easily  since  the  port  of 
Oregon  is  nearby;  the  price  of  land  in 
Silicon  Valley  is  skyrocketing;  we  can 
easily  find  talented  employees  at  the 
University  of  Oregon;  and  the  state  of 
Oregon  decided  to  repeal  the  Unitary 
Tax.  The  site  lies  halfway  between 
Tokyo  and  New  York,  and  the  factory 
will  become  the  only  Japanese  disk 
drive  manufacturing  plant  in  the  U.S. 
when  it  comes  on  line." 

ELECTRONIC 

INTERNATIONALIZATION 

Japanese  electronic  companies  have 
W  astonished  the  world  with  the  rapid 


pace  of  their  modernization  and  dra- 
matic achievements.  Take  memory 
chips,  for  example — Japanese  com- 
panies captured  leading  market  shares 
for  I6K,  64K  and  256K  bit  chips  and 
have  already  started  delivering  sample 
one  megabyte  chips  while  working  on 
two  megabyte  prototypes.  Japanese 
progress  has  been  less  miraculous  in  til 
development  of  software  and  micro- 
processors, however  Office  and  facto 
automation  may  be  a  chip  off  the  old 
block,  as  it  were. 

Some  Japanese  electronic  companie 
have  made  an  irrevocable  commitmer 
toward  developing  office  automation  1 
the  fullest.  Ricoh  Corporation,  which 
started  off  as  an  imaging  concern,  cer- 
tainly fits  in  this  category.  Ricoh 
Company,  Ltd.  of  Tokyo  was  establish* 
in  1936  to  manufacture  sensitized  pap 
and  subsequently  grew  into  a  world- 
wide concern  with  20,000  employees 
nine  countries.  The  company  manufac 
tures  a  whole  line  of  off  ce  automation 
equipment,  including  copiers,  facsimile 
typewriters,  offset  duplicators,  inform 
tion  storage-and-retrieval  systems  anc 
cameras.  Ricoh  Corp.  of  America  (We 
Caldwell,  N.J.)  is  a  $2.4  billic~  subsidiar 
which  was  established  in  1962.  Althouj 
the  company  has  no  joint  ventures  wit 
American  companies  at  present,  it  doe 
maintain  a  cooperative  relationship  wi; 
AT&T  to  distribute  that  company's  3B 
minicomputers  in  the  Japanese  markel 
Also,  an  OEM  supply  of  high-speed 
digital  facsimile  machines  has  flowed 
from  Ricoh  to  AT&T  Information 
Systems  since  December  1984. 

"We  have  never  had  a  problem  witl 
trade  friction,"  explains  Ricoh  Corp.  o 
America  President  Hisashi  Kubo, 
"because  we  have  always  produced  lo' 
cally.  The  secrets  of  our  success  here  a| 
that  we  have  completely  Americanize1 
our  operation." 

Another  Japanese  electronic  compa 
ny  with  a  futuristic  vision  is  Matsushita 
Electric  (brand  names  are  Panasonic, 
Technics,  Quasar  and  National)  of  Osa 
ka.  Nurtured  into  a  worldwide 
company  by  the  legendary  Konosuke 
Matsushita,  it  racked  up  sales  of  $19.3 
billion  in  fi seal  1 984,  an  increase  of  1 8 
percent  over  the  previous  year.  Mat- 
sushita Corp.  of  America  showed  sale 
of  $3.5  billion  during  the  same  period, 
an  increase  of  25  percent  over  the 
previous  year 

"We  are  entering  an  age  of  multi- 
dimensional internationalization  that  w 
be  beneficial  for  all  parties  involved  in 
which  all  restrictions  will  be  removed,' 
thinks  Akira  Harada,  executive  vice 
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24  characters  per  second,  almost  s i 1 e 


Canon's  new  AP  500  will  get  the  work  out  fast. 

One  way  and  the  other. 


Here  it  is.  The  new  Canon  AP  500  electronic  typewriter  — completely  redesigned  to  be  faster,  more  advanced 
d  easier  to  use  than  ever  before. 

For  example,  it  has  bi-directional  letter-quality  printing  from  memory  at  a  fast  24  characters  per  second.  A  large 
C  correction  memory  and  a  bright  39-character  display  to  help  catch  errors  and  make  changes  quickly.  It  also  has 
tomatic  page  numbering,  centering,  indenting,  bold  face,  decimal  tab,  line  framing  for  charts  and  two-column 
inting.  Plus  it  can  accommodate  the  exciting  optional  Spell  Checker  with  90,000  dictionary  words.  Almost  twice 
many  as  IBM. 

The  new  AP  500  can  also  perform  an  incredible  array  of  complicated  text-editing  tasks.  With  an  8K  internal 
emory  that  can  be  expanded  up  to  32K,  it  stores  up  to  16  pages  of  text  for  frequently  used  paragraphs,  phrases 

and  addresses.  Revisions  are  easy  with  features  such  as  global  search 
and  replace. 

Of  course,  the  new  AP  500  isn't  the  only  example  of  the  new 
technology  from  Canon.  Our  new  AP  400  is  an  efficient, 
versatile  electronic  for  offices  of  all  sizes.  It  has  a 

39-character  LCD  display,  2K  correction  memory  and 
K  phrase  memory  plus  it's  upgradable  to  adapt  to  your 
typing  needs. 

And  our  new  AP  550,  the  ultimate  in 
electronics,  can  be  equipped  with  an  extraordinary 
64K  of  memory  to  meet  even  your  most 
challenging  needs. 

The  new  AP  500,  400  and  550.  Three 
new  reasons  why  Canon  will  remain  the 
fastest  growing  name  in  office  typewriters. 
For  more  information,  call  1-800- 
323-1717,  ext.  301.  (In  Illinois,  call 
800-942-8881,  ext.  301.) 


Canoitf 


THE  FASTEST  GROWING  NAME 
IN  OFFICE  TYPEWRITERS. 


Canon  U.S.A.,  Inc.,  One  Canon  Plaza,  Lake  Success.  NY  11042 
C 1985  Canon  U  S  A  .  Inc. 
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president  for  International  Relations. 
"We  went  to  the  American  market  to 
sell  consumer  products  that  were  al- 
ready available,  so  we  moved  in  from 
behind  in  industries  evacuated  by 
American  companies.  In  North  Amer- 
ica, we  now  maintain  six  manufacturing 
and  seven  sales  operations  employing 
about  8,000  people.  In  1974,  we  bought 
Motorola's  TV  division  and  we  have  a 
strong  relationship  with  General  Electric 
for  large-screen  color  TVs." 

When  the  Japanese  government  un- 
veiled its  new  action  plan  in  late  July 
1985,  Hitachi  Ltd.  became  the  first  Ja- 
panese private  company  to  go  into 
action  by  immediately  launching  its  own 
$120  million  action  plan.  In  addition  to 
the  annual  $260  million  that  the  compa- 
ny already  spends  on  American 
products,  the  extra  budget  will  go  for 
the  purchase  of  American-made  com- 
ponents and  equipment,  bringing  the 
yearly  total  to  $400  million.  Hitachi  Ltd. 
also  dispatched  a  purchasing  mission  to 
the  U.S.  in  August  1985  with  the  initial 
aim  of  buying  $50  million  worth  of 
products  before  returning  home. 

Hitachi  Ltd.  of  Tokyo  was  established 
in  1910  and  has  since  grown  into  one  of 
the  world's  five  largest  manufacturers  of 
electrical  and  electronic  products.  The 
company  turns  out  a  line  of  20,000 
products  with  160,000  workers  in  japan 
and  its  106  overseas  manufacturing  sub- 
sidiaries or  affiliates.  With  annual 
consolidated  net  sales  of  $20  billion,  this 
Japanese  electronics  concern  invests 
over  $1  billion  annually  in  R&D  activities. 
Hitachi  Ltd.'s  four  subsidiaries  in  the 
United  States  employ  some  4,000 
workers,  but  this  number  will  increase 
to  10,000  in  the  future.  Hitachi  America, 
Ltd.,  which  is  the  company's  American 
sales  arm,  employs  700  Americans 
alone.  Hitachi  Ltd.'s  long-term  commit- 
ment to  the  American  market  is 
symbolized  by  the  new  $20  million 
Hitachi  Foundation  (Chairman  Elliot 
Richardson),  announced  in  November 
1985,  which  will  sponsor  cross-cultural 
events  between  the  two  countries  in 
the  years  to  come. 

"About  10  percent  of  Our  consoli- 
dated sales  come  from  the  American 
market,"  explains  executive  managing 
director  and  group  executive  for  the 
International  Operations  Group,  Toshi 
Kitamura,  "so  we  must  help  reduce 
trade  friction  by  importing  products 
made  in  America.  Our  investment  in 
the  American  market  will  also  increase 
in  1986  as  we  announce  new  plants  for 
automobile  components,  VCRs  and 
PABXs.  At  present,  about  18  percent  of 
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our  employees  in  America  are  Japanese, 
but  this  ratio  will  be  reduced  to  10 
percent  in  the  near  future.  The  size  of 
our  commitment  to  the  American  dic- 
tates a  long-term  approach  to  problems 
there." 

BANKING  ON  THE  FUTURE 

Iike  a  steam  engine  fired  by  coal, 
Japanese  companies'  locomotion 
into  the  United  States  was  and  is 
powered  by  financial  concerns  such  as 
banks  and  securities  houses.  These  fi- 
nancial institutions,  often  subsidiaries  of 
headquarters  in  Tokyo  or  Osaka,  ca- 
tered exclusively  to  Japanese  companies 
seeking  to  build  or  expand  their  opera- 
tions in  the  U.S.  market.  But  those  days 
are  long  gone.  These  concerns  are  now 
bent  on  slicing  into  that  bigger  pie — the 
American  company  demand  for  financ- 
ing. Because  of  restrictions  posed  by  the 
Interstate  Banking  Law,  the  Home  State 
Law  and  others,  most  Japanese  financial 
firms  have  chosen  New  York  City  as 
their  American  center  of  operations. 
Close  to  Wall  Street  and  the  New  York 
Stock  Exchange,  they  feel  very  much  in 
the  center  of  the  action. 

One  of  the  most  active  Japanese 
banks  on  the  New  York  scene  is  the 
Bank  of  Tokyo  Trust  Company,  which 
entered  the  American  market  in  1955. 
It  is  the  53rd  largest  bank  and  the 
biggest  among  all  Japanese-American 
banks  in  America  and  now  maintains 
three  branches  in  New  York  with  de- 
posits of  $4.5  billion  and  380 
employees.  The  bank  serves  not  only 
Japanese  companies  investing  in  the  U.S. 
but  also  multinationals  desiring  to  set  up 
or  expand  operations  in  japan.  Presi- 
dent Iwane  Yamamoto  has  also 
counseled  multinational  clients  on  how 
to  best  approach  the  market  in  the 
People's  Republic  of  China.  "One  of  our 
big  sales  points,"  he  explains,  "is  that  we 
have  a  worldwide  network  that  is  also 
active  in  Asia  and  Latin  America.  Our 
trust  business  has  increased  rapidly  in 
the  past  few  years  because  of  invest- 
ment in  the  U.S.  by  Japanese  companies 


and  investment  in  the  southeastern  part 
of  the  States  in  general.  Deregulation  is 
forcing  Japanese  banks  into  new  financial 
areas  such  as  the  Euroyen  market.  Since 
conventional  banking  is  now  becoming 
increasingly  difficult,  we  must  make  greater 
use  of  international  capital  markets." 

Located  high  in  the  World  Trade 
Building  is  the  New  York  office  of  the 
Dai-lchi  Kangyo  Bank,  Ltd.,  the  largest 
commercial  bank  in  the  world,  created 
by  a  merger  of  the  Dai-lchi  Bank  and 
the  Nippon  Kangyo  Bank  in  1971.  The 
computer  system  located  in  New  York 
acts  as  the  central  liaison  center  for  the 
U.S.  and  Panama.  With  assets  of  $13 
billion  in  New  York  alone,  DKB  activities 
cover:  Japanese-oriented  business, 
American  company  operations,  interna- 
tionally syndicated  loans,  mterbankmg 
and  investment  banking. 

Presiding  over  this  important  branch 
is  managing  director  and  general  man- 
ager Yuko  Oana,  the  first  resident 
managing  director  ever  dispatched 
abroad  by  DKB.  "We  would  like  to  be 
more  active  in  the  States,"  he  opines, 
"but  there  are  several  restrictions  such 
as  those  presented  by  the  Interstate 
Banking  Law,  which  prevent  us  from 
establishing  a  nationwide  system,  and 
the  Home  State  Banking  Law,  stipulating 
that  we  designate  a  single  state  as  our 
principal  state.  Consortiums  without  Ja- 
panese banks  no  longer  make  sense, 
but  I  think  that  Japanese  banks  are  still 
hampered  somewhat  by  our  strict  sepa-< 
ration  of  the  activities  of  banks  and 
securities  companies.  But  DKB  has  al- 
ways been  in  the  forefront  of  new  types 
of  financial  deals  in  Japan.  We  helped 
Sears  and  Dow  Chemical  float  the  first 
Samurai  bonds  there  and  I  think  that 
experience  also  helped  us  inter- 
nationally" 

"We  are  watching  movements  in  the 
American  market  very  closely,"  explains; 
Deputy  President  Tatsuo  Aoki  in  Tokyo, 
"because  American  and  Japanese  com- 
panies are  becoming  more  interdepen- 
dent. Interest  rates  in  the  two  countries 
will  converge  in  the  future,  and  Tokyo 
will  set  up  an  offshore  market  around 
the  end  of  1986.  Interest  rates  will  be 
liberalized,  in  turn  liberalizing  large  de- 
posits. American  banks  will  eventually 
be  allowed  to  purchase  their  Japanese 
equivalents,  and  the  stock  markets  of 
both  countries  will  be  linked  elec- 
tronically to  form  a  24-hour  market 
with  London.  Investors  will  then  be  able 
to  play  markets  over  a  full  day.  All  these 
changes  are  bound  to  produce  revolu- 
tionary results  in  the  world's  financial 
systems." 
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CALIFORNIA  BREAMING 

Of  couse,  not  all  Japanese  banking 
activity  in  the  United  States  oc- 
curs in  New  York  City.  California  seems 
to  be  the  second  most  popular  center, 
particularly  in  the  field  of  Japanese  ac- 
quisition of  American  banks.  In  fact, 
japan's  Mitsubishi  Bank  made  world 
headlines  in  the  summer  of  1984  when 
it  purchased  California's  oldest  bank,  the 
Bank  of  California,  for  $280  million. 
Many  Japanese  bankers  believe  that 
going  to  California  is  no  dream — the 
state  contains  several  metropolises,  the 
banking  center  of  San  Francisco  is  mid- 
way down  the  West  Coast  and  the 
whole  area  is  very  strong  in  con- 
struction, high  tech  and  agriculture. 

Anticipating  and  therefore  capitalizing 
on  future  trends  is  the  specialty  of 
Mitsubishi  Bank's  International  Planning 
Division  in  Tokyo.  Its  director  and  gener- 
al manager  Jun  Urabe,  thinks  that  Japan's 
brisk  walk  toward  liberalization  will  turn 
into  a  full  run  in  the  near  future.  "Japa- 
nese exports  are  still  dollar-based,"  he 
explains,  "and  until  the  yen  becomes  a 
key  currency  on  world  markets,  this  is 
not  likely  to  change.  I  think  this  is  where 
the  whole  problem  lies.  We  need  to 
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break  away  from  controls  and  develop  a 
straight  line  to  the  capital  funds 
businesses." 

The  golden  sun  of  California  seems 
to  foster  mergers.  Golden  State  Sanwa 
Bank,  which  was  established  in  1972  as 
Sanwa  Bank  of  California,  merged  three 
banks:  the  Charter  Bank  of  Culver  City, 
the  Golden  State  Bank  and  the  First  City 
Bank  of  Rosemeed.  The  resulting  Gold- 
en State  Sanwa  Bank  now  has  $1 .5 
billion  in  total  assets,  29  branches  and 
five  commercial  banking  offices,  making 
it  the  13th  largest  in  California.  By  far 
the  biggest  move  that  Sanwa  has  made 
in  the  American  market  came  in  De- 
cember 1984  when  the  bank  purchased 


the  Continental  Leasing  Corporation 
Chicago,  then  the  seventh-largest  ban 
affiliated  leasing  company  in  America, 
with  $600  million  in  assets  and  200 
employees. 

Teruyoshi  Yasufuku,  chairman  of  the 
board  and  president  of  Golden  State 
Sanwa  Bank,  explains  the  move:  "We 
purchased  Continental  Leasing  becaus 
leasing  is  a  better  form  of  finance  than 
banking  from  a  tax  point  of  view.  Our 
purpose  was  to  acquire  some  skills  in 
that  field  by  acquiring  an  American 
company  that  knew  the  business.  We 
are  the  first  Japanese  bank  to  make 
such  a  move  but  we  did  not  change 
Continental's  management  methods-^ 
all  its  employees  still  work  under  an 
American  CEO.  We  have  worked 
hard  at  becoming  an  American  bank, 
only  5  percent  of  our  customers  are 
Japanese." 

A  SECURE  2 1ST  CENTURY 

Taking  a  long  look  back  on  Tokycjj 
financial  reforms  of  1985,  any  an 
lyst  would  proclaim  that  the  times,  thd 
are  a  changing.  There  may  be  no  Bobi 
Dylans  in  Tokyo  but  there  are  some 
excited  dealers,  especially  those  bro- 
kers that  handle  stocks  and  bonds.  In 
fact,  one  of  the  hottest  terms  floating 
around  Tokyo  these  days  in  zaitech  (a 
word  combining  the  Japanese  words 
money  and  high  technology),  a  sophisj 
cated  way  of  raising  funds  by  going  toy 
international  money  markets.  Japanesj 
securities  firms,  banks  and  private  con 
panies  are  moving  into  international 
markets,  and  some  Japanese  analysts 
believe  that  foreign  companies  should 
take  advantage  of  the  yen's  exchange 
rate  movements  by  investing  in  Jap- 
anese equities.  Since  the  yen  moves  "d 
of  sync"  vis-a-vis  the  world's  currency 
they  argue,  it  therefore  offers  more 
protection.  Risk  diversification  may  be 
powerful  tool  for  improving  portfolio 
performance. 

Certainly  one  of  the  most  creative 
Japanese  security  houses  operating  inj 
the  United  States  is  Daiwa  Securities, 
established  there  in  1956.  Daiwa  Seed 
ties  of  Japan  resulted  after  a  merger  c 
Nippon  Trust  and  the  old  Fujimoto 
Billbrokers,  the  latter  of  which  had  of- 
fices in  America.  Daiwa  Securities  has 
played  the  role  of  innovator  for  many 
years,  having  created  the  Asian  dollar 
bond  market  in  Singapore  in  1971  in 
collaboration  with  the  government  of] 
Singapore  and  the  Euroyen  market  irj 
1977  with  the  cooperation  of  the  Fi- 
nance Ministry  of  Japan.  The  company 
not  afraid  to  take  risks  and  has  been 
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stimulated  by  the  bold  new  economic 
reform  steps  taken  by  the  Japanese 
government  in  the  spring  of  1985. 

Mr.  Takuro  Isoda,  Chairman  of  Daiwa 
Securities  America,  Inc.,  believes  that 
hitting  the  market  with  something  new 
is  of  foremost  importance  in  the  secu- 
rities business.  "Daiwa  again  scored  a 
first  in  New  Yor  k  in  the  fall  of  '85  when 
it  floated  the  world's  first  'Yankee-Yen' 
bond  for  the  Asian  Development  Bank," 
he  explains.  "We  thought,  however  that 
this  move  might  cause  a  disturbance  in 
New  York  so  we  decided  to  be  only  the 
co-lead  manager  The  First  Boston 
Corp.  was  the  book  runner  I  believe 
that  the  Americans  involved  in  this  deal 
recognized  that  the  yen  could  play  an 
important  role  in  American  investment 
banking." 

The  top  four  securities  firms  in  Japan 
are  collectively  referred  to  as  the  "big 
four,"  which  comprises  Nomura,  Daiwa, 
Nikko  and  Yamaichi  Securities  Co.,  Ltd. 
Marking  its  90th  anniversary  in  1987, 
Yamaichi  is  the  oldest  of  the  big  four.  It 
pioneered  investment  trusts  and  the 
underwriting  business  in  Japan  and  is 
forging  ahead  with  computerization 
with  its  newly  opened  Funabashi  Com- 
puter Center  The  company  is  now 
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putting  the  finishing  touches  on  its 
informalization,  mechanization  and  in- 
ternationalization programs  and  intends 
to  increase  its  securities  in  custody  to 
¥  20  trillion  soon  and  realize  an  oper- 
ating income  of  ¥  400  billion  within 
three  years. 

Yamaichi  maintains  a  historical  rela- 
tionship with  Chemical  Bank  of  the 
United  States,  which  led  to  setting  up  a 
joint  venture  in  Tokyo  in  the  fall  of  1985 
for  an  attempt  on  Japan's  newly  opened 
trust-banking  market.  When  the  Jap- 
anese government  decided  that  only 
trust  banks  could  operate  such  busi- 
nesses, the  new  venture  shifted  over  to 
becoming  a  100  percent  trust  operation 
of  Chemical  Bank.  Yamaichi  also  has  a 


tie-up  with  Equitable  Life  Assurance 
Co.,  called  the  Yamaichi  Investment 
Trust  Management  Co.,  and  operates  \ 
Pacific  Basin  Portfolio  for  clients  inter- 
ested in  investing  in  that  region. 

"Tokyo  is  on  its  way  to  becoming  an 
important  financial  center,"  advises  Magi 
aharu  Yonezawa,  general  manager  of 
Yamaichi's  International  Planning  and 
Development  Department,  "and  our 
role  has  evolved  as  a  distributor  of  U.S. 
and  European  equities  among  the 
Japanese  public  while  offering  assistanc 
to  various  countries  in  terms  of  yen 
financing." 

PACIFIC 
TRAVELERS 

j/kMk  eanwhile,  the  girders  of  the 

mWm  Pacific  Basin  infrastructure  are 
being  riveted  into  place.  Long  before 
the  L.A.  headquarters  opens  its  doors, 
investors  will  be  making  the  most  of  a 
viable  new  channel  throughout  the  Pa- 
cific. For  example,  the  U.S.  Pacific  Stocl 
Fund  incorporated  in  July  1985  will  be 
selling  its  shares,  which  are  listed  on  thel 
Luxembourg  Stock  Exchange  and  dis- 
tributed in  Japan  by  Yamaichi  Securities1 
More  Pacific  Basin  funds  are  bound  to 
spring  up  in  the  area  as  investment 


Liquid  Asset 


Kikkoman  is  the  world's  number  one  selling  soy  sauce 
for  one  very  good  reason. 
Natural  brewing. 

Synthetic  soys  simply  don't  deliver  the  taste,  aroma 
and  quality  that  natural  brewing  brings. 

Of  course,  soy  sauce  is  not  all  that's  cooking  at 
Kikkoman. 

We're  a  major  manufacturer  of  other  food  products.  The 
Japanese  distributor  of  some  very  famous  names, 
including  Del  Monte  and  Ocean  Spray.  We're  even 
applying  our  brewing  expertise  to  promising  projects  in 
biotechnology. 

All  of  which  work  to  make  Kikkoman  something  special. 

A  solid  success. 


World  Renowned  Quality  Since  1630. 


KIKKOMAN  CORPORATION 

339  Noda.  Noda  City,  Chiba  278,  Japan 

KIKKOMAN  FOODS.  INC.  PO  Bo.  69.  Walworth.  Wisconsin  53184.  USA 

KIKKOMAN  INTERNATIONAL  INC.   50  Calilornia  Slreel.  Suite  3600.  San  Francisco.  Call!  941 1 1 .  U  S  A 

KIKKOMAN  (S)  PTE.  LTD.  7.  Senoko  Crescent.  Singapore  2775 

KIKKOMAN  TRADING  EUROPE  GmbH    Heerdler  Lohweg  57-59.  PO  Box  27  02  64. 

4000  Dusseldorl  11.  FR.  Germany 


Full-service  investment  banking 
finds  the  best  solutions 
to  your  particular  needs. 


Fund  Raising  and  Investment 
in  Japan... 

With  Y 1 3-trillion  in  customer  assets  and  strong 
historical  links  with  lapan's  top  corporations, 
Yamaichi  can  help  you  take  advantage  of  the 
opportunities  in  this,  the  world's  second 
largest  capital  market. 

...And  in  International 
Capital  Markets. 

We're  not  just  big  in  Japan.  Yamaichi  is  actively 
meeting  the  many  and  varied  needs  of  our 
customers  in  major  capital  markets  world- 
wide. 


Seeking  Creative  Approaches 

With  new  custom-tailored  fund-raising  and 
investment  instruments.  Our  broad  expertise 
encompasses  currency  and  interest-rate 
swaps,  mergers,  acquisitions  and  venture 
capital  investment. 

A  new  Automatic 

Cash  Management  System 

(ACS) 

Simplifies  settlement  procedures  and  gives 
you  high-yield,  high-liquidity  management  of 
temporary  yen  surpluses  from  securities 
transactions. 


Financial  strength  where  you  need  it . 


YAMAICHI 

YAMAICHI  SECURITIES  CO.,  LTD. 


Yamaichi  International  (America),  Inc.: 

Tel:  New  York  212-912-6400  Telex:  RCA233738,  232357 
Los  Angeles  Branch:  Tel:  213-626-0401  Telex:  TWX910-321-3b90 
Chicago  Branch:  Tel:  312-930-9133  Telex:  4330169 


Head  Office:  Tokyo,  Japan  Tel:  03-276-3181  Telex:  J22505 
Singapore,  Sydney,  Melbourne,  Seoul,  Hong  Kong,  Beijing,  Montreal,  Paris,  London,  Amsterdam,  Frankfurt/Main,  Zurich,  Geneva,  Bahrain 


ADVERTISEMENT  22 

starts  to  snowball. 

Already  well  ahead  of  the  game  in 
terms  of  preparing  for  future  Pacific 
Basin  travelers  is  Japan's  Prince  Hotel 
group,  which  is  affiliated  with  the  Westm 
Hotel  chain.  The  Prince  Hotel  Group  in 
Japan  envelops  46  hotels,  with  its  new- 
est addition  being  the  40-story  Akasaka 
Prince  Hotel,  which  was  designed  by  the 
country's  leading  architect,  Kenzo  Tange. 
Overseas  branches  are  located  in 
Toronto,  Singapore,  Alaska  and  Hawaii. 
The  new  Maui  Prince  Hotel  will  open  its 
doors  in  the  summer  of  1 986. 

POOR JAPANESE 
EXPORTERS? 

U  t  seems  ironic  that  the  Japanese, 
m  being  the  world's  most  adept  coun- 
try at  exporting  goods  and  services, 
would  be  the  most  inept  at  moving 
information  about  its  own  culture  over- 
seas. This  lack  of  understanding  (rather 
than  misunderstanding)  is  often  at  the 
root  of  trade  friction  and  talks  of 
reprisal. 

One  Japanese  company  that  is  keenly 
aware  of  this  problem  and  has  done  its 
utmost  to  solve  it  is  Kikkoman  Corpora- 
tion, which  brings  soy  sauce  to  kitchen 
tables  and  barbeque  pits  everywhere. 
"Our  basic  philosophy  is  to  exchange 
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food  cultures  with  other  countries,"  says 
Yuzaburo  Mogi,  managing  director  of 
this  350-year-old  firm  in  Tokyo.  "We 
think  soy  sauce  is  at  the  center  of 
Japanese  cuisine  and  culture.  We  began 
exporting  it  to  Japanese-Americans  in 
the  States  back  in  1949  but  then  broad- 
ened our  target  to  include  ordinary 
Americans.  Since  1973,  we  have  man- 
ufactured our  product  in  Walworth, 
Wis.  Because  of  improved  technology, 
we  can  now  produce  soy  sauce  in  only 
six  months  while  it  used  to  take  1 8.  Our 
competitors  market  a  chemical  soy 
sauce,  but  we  are  proud  to  say  that  we 
are  the  only  company  in  the  U.S.  still 
producing  naturally  brewed  soy  sauce." 


Daiwa  knows  where  to  put  the  next  nail. 


It  takes  leadership  to  lake  the  initiative, 
along  with  a  sharp  eye  lor  opportunities 
and  an  unfailing  instinct  to  win  Daiwa  is 
such  a  leader.  In  our  constant  search  lor 
fresh  ways  lo  develop  the  paths  ol 
international  finance,  we  have  acquired  a 
well-earned  reputation  for  making  the  right 
moves  at  the  right  time. 

Our  ability  to  read  market  needs  is 
frequently  in  the  news  In  August.  1985.  we 
unlocked  a  new  market  for  yen-dollar 
bonds  and  became  the  first  to  successfully 
implement  a  dual  currency  issue  Then, 
later  the  same  month,  we  created  a  low- 
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cost  fund-raising  market  featuring  the  first 
dollar-denominated  secunties  ("Shogun" 
bonds)  issued  by  foreign  borrowers  in 
Japan  Finally,  at  the  end  of  1985  came  a 
capping  triumph  After  four  years  of  negotia- 
tion with  the  U  S  Treasury  we  achieved  yet 
another  first  -  the  issue  of  yen-denomj- 
nated  "Yankee"  bonds  in  the  United  Slates 
This  global  expertise,  expenence  and 
commitment  to  innovation  are  symbols  of 
Daiwa  leadership.  If  you're  interested  in 
international 
finance,  we're 
interested  in  you 


'  10006.USA  Telephone  1212)732-6600  Telex  420971 


Daiwa  Securities  Co.  Ltd. 

Head  Office.  6-4.  Olemach,  2-chome.  Ch,yoda-ku.  Tokyo  100.  Jaoan  Telephone  03-243-2111  Telex:  22411  DAIWASEC 
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Melbourne.  Hong  kong.  Singapore.  Seoul.  Beijing 


WHEN  TIGERS 
REPLACE  OXEN 

fn  Japan,  the  tiger  is  believed  to 
represent  the  greatest  terrestrial 
power  and  stands  as  an  emblem  of 
protection  over  human  life.  It  chases 
away  the  three  disasters:  thieves,  fire 
and  ghosts.  And  1 986  is  the  year  of  th< 
tiger,  replacing  the  patient  and  labormj 
oxen  of  the  past  year  Tigers  are  quick 
and  run  fast,  bringing  Japanese  analyst? 
to  predict  that  1 986  will  be  a  year  of 
rapid  change  economically  compared 
with  the  slow  but  progressive  reforms 
brought  about  in  oxen-like  1 985. 
Western  analysts,  armed  to  the  teeth 
with  their  logic,  scoff  at  such  fortune 
telling  as  being  "childish."  On  the  other 
hand,  the  Japanese,  no  matter  how 
Westernized,  are  still  Asians.  And 
Asians  measure  time  in  centuries.  "If  w 
conceive  of  some  point  in  time  which 
cannot  be  divided  into  even  the  min- 
utest parts  of  moments,"  wrote 
Augustine,  "that  is  the  only  point  that 
can  be  called  the  present;  and  that  poi 
flees  at  such  lighting  speed  from  being 
future  to  being  past,  that  it  has  no 
extent  of  duration  at  all."  A  Japanese 
reading  this  would  only  scratch  his  hea 
and  perhaps  yawn — the  Japanese  lan- 
guage does  not  distinguish  between 
present  and  future  tenses.  ■ 
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I  Please  send  me  a  free,  full- 

I color  Mazcia  626  cataloq. 
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-its  year,  the  front-wheel 
rive  626  benefits  from  a 
lore  responsive  2.0-litre 
HC  engine  equipped  with 
lulti-point  fuel-injection. 


The  independent  rear  suspen- 
sion uses  Mazda's  patented 
Twin  Trapezoidal  Linkage  to 
neutralize  toe-out  forces  and 
enhance  directional  stability. 


Besides  4-door  convenience,  you  get  60/40 
split  fold-down  rear  seatbacks.  A  6-way 
adjustable  driver's  seat  with  lumbar  support. 
A  center  console.  Full  cut-pile  carpeting. 
Tinted  glass.  And  much  more. 


I  Return  this  coupon  to:  Mazda 
_  626  Catalog  Offer,  Box  5960,F 
I  Orange,  CA  92668. 

For  a  free,  26-page  Mazda  626 
catalog,  complete  the  coupon 
above  or  call  this  toll-free 
number:  800-521-1055. 


The  new  fuel- 
injected  MAZDA  626: 

A  WORLD-CLASS  ROAD  CAR 
FOR  THE  REAL  WORLD 
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THE  1986  MAZDA  626  DX  SPORT  SEDAN. 
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options  (tires/alloy  wheels  shown)  and  other  &  viler  charges  extra  Price  may  change 
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MINOLTA  INTRODUCES 

A  LOT  MORE  WAYS 
TO  HANDLE  THE  DAYS 
LITTLE  UPS  AND  DOWNS 


"Your  office  has  enough  prob- 
lems without  your  copier  being 
one  of  them. 

"That's  why  Minolta  has  given 
the  new  EP  470Z  zoom  copier 
an  abundance  of  features 
to  smooth  out 
Jpf^v      your  day. 
[       J%  "They've 

1  §iven  jt  a 


wider  zoom  range  and  added  a 
fine-tuning  control.  So  getting 
the  exact  size  image  you  need 
from  originals  up  to  i  I  x  1 7"  is 
even  easier 

"They've  given  it  a  versatile 
paper  cassette  system  that  lets 
you  make  up  to  2000  copies  in 
five  different  sizes,  depending 
on  which  options 
you  choose.  And 
that  lets  you 
spend  your 
time  making 
copies  in- 
stead of 
changing 
paper 


-Tony  Randall 

"They've  added  a  shift  feature 
that  moves  the  image  a  little  to 
one  side  to  make  room  for  three- 
hole  punching 

"And  it  copies  in  a  variety  of 
colors. 

"There's  an  optional  duplexer 
that  makes  two-sided  copying, 
and  even  copying  in  two  colors,  a 
snap.  That's  something  you  can't 
get  with  anyone  else's  copiers. 

"So  see  your  Minolta  dealer. 
He's  in  the  Yellow  Pages.  Or  call 
1-800-526-5256.  In  New  Jersey, 
(201)  342-6707. 

"He'll  show  you  all  the  ins 
and  outs  of  the  copier  that  helps 
you  handle  the  day's  little  ups 
and  downs  " 

ONLY  FROMTHE  MIND 
OF  MINOLTA. 


©  1985  Minolta  Corporation 


COAL 

Whatever  happened  to 
the  energy  crisis? 
Whatever  happened  to 
the  utilities? 
Whatever  happened  to 
the  steel  business? 


By  Richard  Horais 

ON  our  chart  last  year  four  of  the  six  public  coal 
mining  companies  posted  12-month  profits.  This 
year  only  one  managed  to  do  so.  Soft  pricing  and 
>ver  100  million  tons  in  excess  capacity  are  hurting  the 
anely  Kentucky  independent  and  the  Pennsylvania  public 
ompany  alike. 

"We  overbuilt,"  says  Otes  Bennett,  chairman  of  North 
unerican  Coal,  referring  to  the  boom  of  coal  mines  after 
he  energy  crisis.  Not  only  has  the  energy  crisis  become 
nergy  glut,  but  also  major  steel  customers  have  collapsed 

Mm 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 
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Earnings  per  share 
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29.9% 
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37/14 

2 

10.6 
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72.0 
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1 
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2 
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45/DD 

3 
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20.2 

def 

6 
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NM 
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NM 
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•/DD 

4 

def 
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30.2 
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3 

7.7 

-7.4 

NM 
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NM 

iX 
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5 

def 
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61.0 
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5 

-5.0 

-14.1 

NM 

D-D 

NM 

us  Minerals 

61/pd 

NA 

def 

19.0 

def 

2 

7.8| 

8.6 

NA 

NA 

NM 

Itty  medians 

def 

def 

45.6 

def 

6.3 

-5.6 

NM 

P-D 

idustry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

i  ir  more    DD:  Segment  deficit,  total  deficit. 

DP:  Segment  deficit,  total  profit.    PD:  Segment  pr 

jfit,  total  de 

ficit.  D-D 

Deficit  to  deficit. 

Profit  to  deficit. 

def  Deficit    NA:  Not  available    NM:  Not  meaningful.    ^Four-year  growth.    For  further  expl 

ination,  see  page  56 

and  even  utilities  have  become  less  reliable  customers,  all 
within  the  past  few  years. 

There  was  the  1984  United  Mine  Workers  strike  that 
never  was.  It  was  still  hurting  coal  companies  in  1985. 
Utilities  still  had  coal  piled  to  the  rafters  in  early  1985. 
After  working  those  down,  the  troubled  utilities  started 
trimming  their  traditional  90-day  or  so  reserves  to  levels 
they  haven't  been  at  for  years.  So  while  coal  consumption 
was  up  3.5%  from  1984,  to  903  million  tons,  production 
was  down  1  %  and  railroad  coal  traffic  was  down  2% . 

Surprisingly,  exports  were  up  to  87  million  tons,  7.4% 
over  last  year.  Traders  managed  to  sell  coal  to  new  mar- 
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ur  Guest  Register 
Says  It  AIL 

Host  to  chiefs  of  state, 
financial  leaders  and 
executive  travelers  from 
throughout  the  world. 


Ie  *  dam  by  itself 

Iwajiro  Noda.  Chairman  Emeritus 
Tatsuro  Goto,  President  &  General  Manager 
Tokyojapan  TEL:(03) 58?.-oi!l  TELEX:  J22790 
Hotel  Okura  is  conveniently  located 
adjacent  to  the  American  Embassy. 

one  of  Ihfjeading Hotels  of thffWorld® 

See  your  travel  agent  or  our  hotei  representatives: 
LHW.  Tel  800-223-6800  Toll  Free,  212-838-3110  Collect 
R.F.  Warner.  Inc.  Tel:  800  223-6148  Toll  Free,  252  661  3210 
J.A.  Tetley  Co.  Tel  800  421- 0000  Toll  Fre,  213  388-1151 


Soft  pricing  and  over  lOO 
million  tons  in  excess  capacity 
hurt  Kentucky  independents 
and  Pennsylvania  public 
companies  alike.  Only  those 
that  sold  to  utilities  and  had  low- 
cost  mines  profited,  "We're 
waiting  for  the  shakeout,"  says 
Otes  Bennett,  North  American 
Coal's  chairman. 


kets,  such  as  Bulgaria  and  Morocco, 
good  for  a  shipment  every  three  or 
four  months.  These  50,000-ton  or  so 
contracts,  however,  went  largely  to 
small  independents  through  the  spot 
market.  "These  small  guys  collective- 
ly have  been  destroying  the  market," 
says  Joel  Price,  analyst  at  Donaldson, 
Lufkin  &  Jenrette.  "They're  selling  at 
cash  cost.  No  one  is  making  any  mon- 
ey this  year." 

As  a  result,  of  course,  utilities  are 
shifting  increasingly  from  long-term 
contracts  to  the  spot  market.  Spot 
prices  last  January  for  low-volatility 
metallurgical  coal  ranged  between 
$40  and  $43  per  ton.  By  the  end  of  the 
year  they  had  dropped  a  staggering 
$10,  to  $30  and  $33  per  ton,  reflecting 
the  continued  slump  of  steel.  High- 
sulfur  steam  coal  is  down  $6  from  $26 
four  years  ago. 

Also  hurting  business  is  the  inter- 
national concern  about  acid  rain. 
States  such  as  Michigan  made  utili- 
ties switch  from  high-sulfur  to  low- 
sulfur  coal.  The  result:  Some  compa- 
nies saw  profitable  longstanding  con- 
tracts fall  into  competitors'  hands.  All 
in  all,  only  companies  that  sold  to 
utilities  and  had  low-cost  mines  made 
profits.  Metallurgical  coal  mines 
meant  trouble. 

North  American  Coal,  then,  sits 
alone  at  the  top  of  this  list,  topping  its 
five-year  return  on  equity  by  21%. 
The  main  reason:  It  supplies  the  utili- 
ties with  unique  long-term  contracts 
that  recoup  mining  costs  while  pay- 
ing a  management  fee.  In  down  cycles 
they  look  good;  in  boom  periods  they 
look  like  underachievers.  Also  boost- 
ing North  American's  1985  earnings 
was  the  acquisition  of  Yale  Materials 
Handling,  the  third-largest  maker  of 
forklifts.  But  this  high-cost  coal  pro- 
ducer will  lose  25%  of  its  tonnage 
next  year  when  North  Dakota's  Great 
Plains  Coal  Gasification  Project 
closes  its  doors. 


Eastern  Gas  &.  Fuel  got  a  boost  ii 
volume  from  Appalachian  Power,  bu 
metallurgical  coal,  accounting  fo 
27%  of  the  total,  is  depressing  all  coa 
operations.  Hefty  writedowns  of  coai 
and  gas  assets  late  in  1984  caused 
negative  earnings.  Eastern  also  ha< 
serious  production  problems  thi: 
year,  and  an  extremely  profitabh 
high- sulfur  mine  got  into  troubh 
when  Detroit  Edison  switched  to  low 
sulfur  coal. 

Diversified  Pittston,  with  60%  ot| 
its  business  in  metallurgical  coal,  in 
creased  productivity  withal  and  did  ; 
great  job  cutting  costs.  That  and  fid 
dling  with  its  pension  plans  pullec 
coal  operations  into  the  black  the  las 
two  quarters — the  first  time  sinc< 
1982.  Not  nearly  enough,  however,  tc 
bring  the  company's  12-month  result! 
into  the  black. 

Westmoreland  has  more  than  80% 
of  its  business  in  steam  coal  unde: 
long-term  contracts  with  utilities 
Cost-cutting  and  strong  productior 
helped  to  produce  the  company's  bes' 
third  quarter  in  history.  A  long-terrr 
contract  with  Duke  Power  currently 
is  being  renegotiated  downward 
Overall,  earnings  were  hurt  by  assei 
writedowns. 

With  big  holdings  in  commodit) 
basket  cases  like  molybdenum  anc 
aluminum,  AMAX  continues  to  suf 
fer.  Cyprus  Minerals,  spun  off  frorr 
Amoco,  is  new  to  our  list.  Cyprus,  bij 
in  steam  coal  and  a  low-cost  producer 
has  had  a  profitable  coal  division  foi 
three  years  straight.  Its  metallurgical 
business  is  held  up  by  a  long-terrr 
contract  with  troubled  steelmakei 
LTV.  The  1.5-million-ton-a-year  total 
is  currently  about  $20  over  the  going 
rate.  It's  the  metal  holdings,  like  cop- 
per, that  are  doing  Cyprus  in. 

"There's  more  capacity  than  there 
is  market,"  says  Bennett,  summing 
up  a  bad  year.  "We're  waiting  for  the 
shakeout."  ■ 
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COMMUNICATIONS 
MEDIA 


Business  was  off  in 
most  of  the  media,  but 
prices  were  up. 


By  Eric  Schmuckier 


F|  irst  in  earnings  growth,  third  in  return  on  equity 
and  third  in  sales  growth,  the  communications  me- 
dia are  an  attractive  business.  That  is  why  prices  for 
the  properties  go  higher  and  higher  even  in  a  year  when 
advertising  was  down. 

After  years  of  outpacing  GNP,  network  TV  advertising 
dropped  4%  in  1985  (versus  a  4%  increase  for  all  TV). 
National  advertising  was  flat  in  newspapers  and  down 
2.4%  in  magazines. 

But  all  in  all,  publishers  had  a  better  year  than  broadcast- 
ers. Sales  grew  11.2%  in  publishing,  while  broadcasting 
revenues  rose  only  4.6% — barely  above  the  all-industry 
median  for  1985. 

You  would  never  know  it  from  the  furious  pace  of 
broadcasting  mergers  and  acquisitions.  Until  last  year  the 
takeover  of  a  TV  network  was  considered  close  to  impossi- 
ble. But  in  the  last  year  two  have  fallen,  and  the  fall  of  the 


Ted  Russell/Ima>:e  Bank 


third  seems  inevitable. 

RCA  was  the  only  network  owner  to  better  its  numbers 
from  1984,  thanks  mainly  to  rebounding  ratings  at  NBC — 
one  of  many  factors  that  attracted  General  Electric.  ABC, 
though,  slid  more  than  9%  in  sales  and  earnings.  And 
profits  at  CBS  collapsed,  down  98%. 

In  fact,  CBS  showed  a  third-quarter  loss  of  $1 14  million, 
its  first  as  a  public  company.  By  the  end  of  the  year  Wall 
Street  was  most  interested  in  not  if  but  when  it  would  be 
taken  over. 

As  usual,  non-network  TV  did  better:  Both  Capital 
Cities  (before  merging  with  ABC)  and  Meredith  out- 
performed the  networks  in  return  on  equity.  That  helps 
explain  why  the  purchase  price  of  television  stations  kept 
skyrocketing. 

Another  big  reason:  Pent-up  demand  for  this  limited 
commodity,  especially  in  big  cities,  was  uncorked  when 
the  FCC  upped  group  ownership  limits  in  TV  stations 
from  7  to  12.  Metromedia,  which  sold  out  to  Rupert 


Communications  media 


Yardsticks  of  management  performance 


Profitability 
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Return  on  equity 
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Earnings  per  share 
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m  Jones                      •  /• 
uxe  Check                 •  /• 
shington  Post  86/69 
Graw-Hill                   •  /89 

1  37.9%      23.3%        0.0%  10.9% 

2  32.2        26.1          4.2  13.0 

3  29.8        33.4          2.9  13.5 

4  23.3        31.4           1.7  10.8 

5  22.6        21.1           0.3  10.0 

4            16.9%  14.8% 
3           17.1  8.0 
9           13.1  11.8 

14  10.4  12.2 

15  9.5  8.0 

3          28.8%  -44.5% 

5  20.7  2.0 
8          19.3  22.0 

6  20.4  50.7 
12          13.0  5.0 

high 
very  high 
very  high 

high 
very  high 

lital  Cities  62/48 
inett  77/73 
tv  York  Times              •  /• 
le  Inc  59/54 
redith  70/51 

6  21.8         18.9         29.3  13.9 

7  21.5        21.8         16.5  11.5 

8  20.8         23.4         15.3  8.5 

9  19.7tt      20.0         36.1  6.5 
10           19.2         19.6         23.2  10.1 

1           17.6  12.8 
10           12.5  15.7 
7           13.7  12.9 
5            16.1  11.1 
18             7.7  4.6 

10          17.2  7.2 
13          10.2  17.9 
7          20.0  20.3 
2          44.7$i  15.3 
9           17.3  25.6 

very  high 
very  high 
very  high 
very  high 
very  high 

'0%  or  more    DD:  Segment  deficit,  total  deficit    DP:  Segment  deficit,  total  profit    PD:  Segment  profit,  total  deficit    D-D:  Deficit  to  deficit.    P-D:  Profit  to  deficit, 
f:  Deficit    NA:  Not  available.    NM:  Not  meaningful    JFour  year  growth.    ttThree-year  average    ^Three-year  growth.    For  further  explanation,  see  page  56. 
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Murdoch,  used  to  be  unique  among  non-network  broad- 
casters with  its  reach  of  20%  of  the  nation.  "Now  there's  a 
whole  bunch  out  there  who  are  close,"  points  out  media 
consultant  Tony  Hoffman,  citing  Taft,  Tribune,  Gannett, 
Westinghouse,  Storer  and  Murdoch. 

TV  stations  used  to  be  valued  by  Wall  Street  on  a 
multiple  of  earnings  or  revenues  The  new  standard  is  cash 
flow.  Says  Charles  Kadlec,  who  appraises  stations  for  ac- 
quisition or  sale:  "Cash  flow  was  a  closely  held  secret 
among  broadcasters.  Then  Wall  Street  figured  it  out." 
Before  the  end  of  the  year,  selling  prices  got  as  high  as  16 
times  cash  flow— the  multiple  in  the  $122  million  sale  of 
KMOX-TV  in  St.  Louis  to  Viacom. 

Viacom  also  acquired  MTV  and  Showtime  and  wants  to 
buy  half  of  MGM  studios  from  Ted  Turner.  It  may  well  be 
a  billion-dollar  company  this  year — if  it  isn't  taken  over 
itself. 

In  the  publishing  group,  newspapers  fared  better  than 
magazines  since  they  rely  more  heavily  on  local  display 
and  classified  advertising.  Still,  Dow  Jones,  the  publishing 
leader  since  1978,  dropped  to  second  place  behind  Dun  &. 
Bradstreet. 

Dow  Jones'  flagship  Wall  Street  Journal  faces  increasing 


circulation  challenges  from  national  newspaper  competi- 
tors, the  New  York  Times  and  Gannett's  USA  Today  Both 
were  also  active  acquisitors.  The  New  York  Times  acquired  6 
newspapers  and  2  TV  stations.  Gannett  bought  big-city 
dailies  in  Detroit  and  Des  Moines,  13  smaller  daily  and 
weekly  papers  and  5  TV  stations. 

D&B  wound  up  atop  both  publishing  and  media  services 
with  a  five-year  ROE  of  37.9%  and  23.3%  for  the  year.  The 
reason:  a  number  of  profitable  acquisitions  since  1984.  In 
addition,  D&JB's  debt-rating  arm,  Moody's  Investors  Ser- 
vice, is  riding  high  on  the  sea  of  junk  bond  paper  issued  in 
the  last  year. 

In  magazines,  the  national  advertising  decline  caused  a 
3.3%  downturn  in  total  ad  pages.  Still,  Time  Inc.'s  return 
on  equity  exceeded  its  five-year  average.  McGraw-Hill's 
ROE  was  also  above  20%.  No  wonder  the  slight  slippage 
didn't  frighten  buyers  and  takeover  artists. 

Demographics  are  working  in  favor  of  publishers  like 
Macmillan  and  Harcourt  Brace  Jovanovich.  The  second 
generation  of  the  post-World  War  II  baby  boom  is  now  in 
one  of  the  principal  textbook  markets,  elementary  school. 
McGraw-Hill,  which  concentrates  more  on  college  text- 
books, won't  benefit  as  much  until  later.  ■ 


Communications  media 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

-segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnir 

Company  sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabili 

Times  Mirror 

57/67 

11 

18.6% 

20.5% 

35.1% 

9.2% 

13 

10.6% 

5.0% 

15 

9.6% 

13.1% 

high 

American  Greetings 

•  /• 

12 

17.5 

18.1 

26.5 

8.0 

2 

17.5 

9.3 

4 

21.7 

15.3 

very  h 

Media  General 

44/73 

13 

17.0 

12.0 

39.1 

6.0 

6 

14.6 

5.7 

14 

9.8 

-11.8 

very  h 

RR  Donnelley 

•  /• 

14 

16.9 

17.9 

1.8 

7.3 

8 

13.1 

15.2 

11 

15.9 

12.0 

very  h 

Knight-Ridder 

89/na 

15 

16.2 

15.5 

8.4 

8.0 

12 

10.8 

6.0 

16 

9.0 

6.3 

very  h 

Pittway 

25/35 

16 

16.2 

12.6 

4.6 

5.6 

11 

11.5 

10.2 

18 

4.8 

-3.2 

low 

Scott  &  Fetzer 

38/28 

17 

15.8 

15.3 

13.7 

5.5 

19 

-0.3 

-1.7 

17 

7.8 

-5.9 

avera 

Harcourt  Brace 

67/61 

18 

13.7 

19.5 

60.5 

5.0 

17 

9.1 

26.7 

20 

-0.7 

20.9 

very  I 

Tribune 

65/71 

19 

11.7 

14.4 

29.6 

6.2 

16 

9.5 

11.2 

19 

-0.4 

14.8 

very  I 

Macmillan 

71/82 

20 

11.6 

20.3 

46.3 

6.8 

20 

-2.6 

24.5 

1 

50.7* 

17.2 

very  h 

Medians 

18.9 

19.8 

15.9 

8.3 

12.0 

11.2 

16.6 

14.0 

Broadcasting 

Capital  Cities 

37/51 

1 

21.8% 

18.9% 

29.3% 

13.9% 

2 

17.6% 

12.8% 

3 

17.2% 

7.2% 

very  h 

Time  Inc 

40/45 

2 

19.7tt 

20.0 

36.1 

6.5 

3 

16.1 

11.1 

1 

44.7M 

15.3 

very  h 

Meredith 

24/50 

3 

19.2 

19.6 

23.2 

10.1 

5 

7.7 

4.6 

2 

17.3 

25.6 

very  h 

Amer  Broadcasting 

89/» 

4 

16.5 

12.9 

10.4 

5.3 

4 

11.7 

-9.7 

4 

3.1 

-9.1 

low 

CBS 

55/80 

5 

13.7 

0.3 

23.9 

0.2 

7 

5.1 

-4.0 

5 

-3.1 

-98.0 

very  1 

RCA 

23/35 

6 

8.7 

16.9 

60.2 

4.1 

6 

5.6 

-6.2 

NM 

82.9 

N1V 

Storer  Communications 

•  /• 

7 

2.0 

def 

263.7 

4.4 

1 

27.8 

12.5 

NM 

D-D 

NIV 

Medians 

16.5 

16.9 

29.3 

5.3 

11.7 

4.6 

3.1 

7.2 

Media  services 

Dun  &  Bradstreet 

36/26 

1 

37.9% 

23.3% 

0.0% 

10.9% 

2 

16.9% 

14.8% 

1 

28.8% 

-44.5% 

higr 

John  Blair  &  Co 

88/70 

2 

18.4 

def 

235.9 

def 

1 

30.6 

35.4 

3 

0.7 

P-D 

very  1 

Interpublic  Group 

•  /• 

3 

17.7 

18.3 

6.7 

5.0 

4 

11.7 

4.0 

2 

4,7 

-0.7 

low 

rWT  Group 

•  /• 

4 

12.4 

14.0 

18.9 

3.0 

3 

13.2 

8.1 

4 

-8.7 

-25.2 

very  1 

Medians 

18.1 

16.2 

12.8 

4.0 

15.1 

11.5 

2.7 

-34.9 

Industry  medians 

18.4 

18  9 

23.2 

7.3 

12.5 

11.1 

13.0 

7.2 

All-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

def:  Deficit. 


ire.    DD:  5 

NA:  Not  available. 


ieficit,  total  deficit.    DP:  Segment  deficit,  total  profit    PD:  Segment  profit,  total  deficit    D-D:  Deficit  to  deficit.    P-D:  Profit  to  deficit. 
Not  meaningful.    ^Four-year  growth.    ttThree-year  average    ^Three-year  growth.    For  further  explanation,  see  page  56. 


112 


FORBES,  JANUARY  13,  1986 


Does  McKesson  stock 
meet  your  tough  investment  criteria? 
Invest  30  seconds  to  find  out. 


YES 

1 .  Has  the  return  over  the  past  ten  years  0 
averaged  19%  a  year? 

2.  Are  earnings  per  share  up  10%  for  the  current  0 
fiscal  year? 

3.  Is  the  yield  around  5%  ?  0 

4.  Are  earnings  relatively  free  from  fluctuations  0 
in  the  economy  and  interest  rates? 

5.  Are  acquisitions  expected  to  accelerate  the  0 
company's  profitable  growth? 

6.  Is  the  company  a  leader  in  one  of  the  fastest  0 
growing  segments  of  the  U.  S.  economy? 

McKesson  (MCK-NYSE)  is  the  leading  distributor  of 
drugs  and  health  and  beauty  aids,  one  of  the  nation's  fastest 
growing  industries.  Our  computerized  nationwide  distri- 
bution network  serves  a  wide  range  of  health  care  and  retail 
businesses— from  drugstores,  hospitals  and  veterinarians 
to  stationers,  supermarkets  and  mass  merchandisers,  with 
annual  sales  of  over  $6  billion. 

To  learn  more,  write  us  or  call  (415)  983-9044. 

DMesson 

Masters  of  Value-Added  Distribution 

One  Post  Street,  San  Francisco,  CA  94104 


Translating  a  powerful  trading  presence  into  a  strong  capability  in  the 
primary  market 

A  secondary  market  trading  volume  of  over  $3,000,000,000  a  month  is  just  one  aspe 
of  a  capability  which  is  making  the  Chase  Investment  Bank  a  major  force  in  the  Euro- 
securities  market. 

Another  is  our  position  as  a  market  maker  in  over  750  fixed  and  floating  rate  issues 
denominatedin  EuroDollars,  Sterling  Canadian,  Yen,  Deutschmarks  and  ECVs.  Our 
in-depth  trading  presence  enables  us  to  accurately  weigh  the  needs  of  the  market-  thus 
ensuring  a  successful  issue- with  your  needs  for  low-cost  medium  term  financing 

In  addition,  our  capital  markets  sales  teams  located  in  key  financial  centers  around 


le  world  work  closely  with  Chase's  global  network— its  Treasury,  Correspondent  Banking, 
istitutional  and  Private  Banking  divisions— to  ensure  the  widest  possible  securities  dis- 
ibution.  Alone  we've  sold  as  much  as  75  %  of  a  Chase  lead-managed  issue. 

Combining  these  factors  with  the  underwriting  muscle  and  the  commitment  of 
'hase  to  the  success  of  your  issue,  makes  Chase  the  one  to  turn  to  for  advice  on 
urosecurities  financing. 

The  Chase  Partnership 


0 1985  The  Chase  Manhattan  Bank,  N  A. /Member  FD/C 


COMPUTERS  AND 
ELECTRONICS 


Recession  proof?  There's 
no  such  thing.  Just  ask  the 
computer  and 
semiconductor  people. 


By  Franceses  Lunzer 


T|  he  computer  slump  spared  almost  no  one:  Virtual- 
ly every  computer  company  on  our  list  showed 
earnings  drops  in  1985.  Hewlett-Packard  had  its  first 
down  year  in  a  decade.  Wang  Laboratories  took  a  $109 
million  loss,  the  first  in  ten  years  as  well. 

Didn't  anybody  do  well?  Telex  Corp.,  maker  of  IBM- 
compatible  terminals  and  peripheral  equipment,  had  a 
52%  sales  gain  and  a  49%  earnings  gain,  against  6.2%  and 
a  drop  of  24.6%,  respectively,  for  the  industry  overall.  But 


that  included  full-year  results  of  Raytheon's  terminal  anc 
word  processing  businesses,  acquired  in  August  1984. 

The  volatile  semiconductor  industry  suffered  whiplash 
"A  disaster,"  says  Drew  Peck,  Gartner  Group  senior  ana- 
lyst. "An  awful  year,"  says  Norman  Neurighter,  a  Texas 
Instruments  vice  president. 

All  but  two  of  the  chipmakers  on  our  list  had  steep  drops 
in  sales.  One  of  the  exceptions  was  top-flight  Motorola 
whose  microprocessors  so  far  are  virtually  untouched  by 
the  Japanese.  The  other  was  Schlumberger;  its  Fairchilc 
Semiconductor  bled  red  ink,  but  it  fortunately  accounts 


Computers  and  electronics 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

Company 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earni 

.sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabil 

Computers 

Apple  Computer 

•/• 

1 

63.8% 

12.9% 

0.0% 

3.2% 

1 

99.8% 

26.6% 

2 

59.2% 

-5.7% 

higl 

Tandy 

na/na 

2 

40.1 

19.3 

41.7 

6.6 

12 

18.7 

5.3 

6 

29.3 

-16.2 

very  I 

1 

Prime  Computer 

■ 

3 

33.2 

17.0 

4.7 

7.5 

5 

30.7 

18.8 

9 

16.6 

0.0 

avers 

Telex 

4 

29.5 

32.4 

61.0 

9.6 

7 

28.1 

52.0 

1 

97.3 

49.0 

very  1 

Wang  Laboratories 

•/• 

5 

29.0 

def 

53.4 

def 

4 

45.0 

1.4 

4 

37.2 

P-D 

very  t 

Computervision 

•/• 

6 

28.0 

def 

54.7 

def 

6 

29.9 

-3.2 

8 

16.7 

P-D 

hig; 

IBM 

83/na 

7 

24.7 

22.8 

12.3 

12.8 

14 

15.1 

6.9 

10 

15.8 

-4.1 

very  \ 

Hewlett-Packard 

52/42 

8 

20.4 

13.8 

2.3 

7.5 

11 

19.1 

7.6 

7 

21.9 

-26.3 

very  i 

•  90%  or  more. 

DD:  Sc  . 

leficii.  DP: 

Segment  deficit,  total  profit. 

PD:  Segment  profit,  total  deficit 

D-D: 

Deficit  to  deficit.  P-D: 

Profit 

1 

deficit    def:  Deficit.    NA:  Not 

gative  equity 

NM:  Not 

meaningful    ttThree-year  a\ 

erage    For  further  explanation. 

see  page  56 
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Courtesy  of  AT&T 


for  less  than  40%  of  the  profitable  parent's  sales. 

There's  still  excess  capacity  in  semiconductors,  aggra- 
vated, of  course,  by  the  Japanese,  who  now  practically  own 
ithe  lucrative  64K  memory  chip.  That  was  a  gold  mine  for 
iU.S.  semiconductor  companies  before  1985.  Now  all  the 
Americans  have  pulled  out  except  for  Micron  Technology 
and  TI. 

One  hope  for  U.S.  chipmakers,  says  Peck,  is  the  applica- 
tion-specific integrated  circuit  (ASIC).  These  profitable 
i chips  should  account  for  15%  to  20%  of  the  semiconduc- 
tor market  in  1986  (up  as  much  as  8%  from  1985).  They  are 


designed  by  customers  and  custom-produced  by  the  semi- 
conductor companies. 

Fortunately,  some  electronic  equipment  companies 
have  other  businesses.  Otherwise  they  would  have  been 
dragged  down  by  the  semiconductor  companies,  for  whom 
they  make  manufacturing  and  testing  equipment. 

For  example,  Perkin-Elmer,  which  registered  5.4%  earn- 
ings growth,  has  only  24%  of  sales  in  semiconductor 
processing  equipment;  the  rest  is  in  scientific  instruments 
and  superminicomputers.  Sanders  Associates  and  EG&G 
are  government  contractors. 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnings 

n  party 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stability 

idem  Computers 

•/• 

9 

19.3% 

8.9% 

4.6% 

5.5% 

3 

56.7% 

17.2% 

5 

35.5% 

-21.2% 

very  high 

Systems 

•/• 

10 

18.2 

15.7 

79.6 

2.6 

2 

61.9 

15.2 

3 

41.8 

7.3 

very  high 

Tis  Corp 

35/25 

11 

15.2 

8.0 

21.9 

2.9 

17 

11.9 

12.3 

16 

-6.8 

-22.8 

low 

R 

89/na 

12 

14.7 

14.6 

10.8 

7.3 

22 

5.6 

5.4 

12 

7.3 

-3.8 

average 

ital  Equipment 

•/• 

13 

14.3 

8.5 

18.4 

5.5 

8 

24.3 

12.8 

13 

4.5 

-21.9 

very  low 

leral  Instrument 

24/pd 

14 

13.9 

def 

5.8 

def 

21 

5.7 

-8.0 

NM 

P-D 

NM 

leywell 

30/31 

15 

13.0 

8.0 

28.0 

2.9 

20 

6.9 

5.7 

15 

-2.7 

-36.6 

low 

:apoint 

•/• 

16 

12.0 

def 

31.3 

def 

10 

20.7 

-13.4 

20 

-21.2 

P-D 

low 

a  General 

•/• 

17 

11.6 

3.8 

22.7 

2.0 

13 

15.2 

6.7 

17 

-6.9 

-70.1 

very  low 

i>0%  or  more.  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit  PD:  Segment  profit,  total  deficit  D-D:  Deficit  to  deficit.  P-D:  Profit  to 
I Rett,    def  Deficit.    NA:  Not  available.    NE:  Negative  equity.    NM:  Not  meaningful    ttThree-vear  average.    For  further  explanation,  see  page  56. 
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Our  list  shows  an  earnings  drop  of  17.9%  for  electronic 
equipment  companies  in  1985.  Penn  Central's  486.5% 
earnings  growth,  however,  is  well  above  the  industry  me- 
dian. About  a  third  of  Penn  Central's  earnings  now  are  in 
high-tech  equipment,  but  most  of  that  enormous  jump 
came  from  a  one-time  $200  million  charge  to  earnings  in 


the  last  quarter  of  1983. 

What  about  this  year  for  electronic  equipment?  Mos 
analysts  are  pessimistic.  Says  Stephen  Balog  of  Prudential 
Bache:  "Maybe  somewhere  out  there  in  the  third  quarter  o 
1986  we'll  start  to  see  some  equipment  orders  come 
back."» 


Computers  and  electronics 


Yardsticks  of  management  performance 


Profitability 


Return  on  equity 


%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earn: 

Company 

sales/piofits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabi 

Sperry 

49/59 

18 

9.4% 

1.1% 

29.6% 

0.5% 

23 

1.3% 

13.6% 

18 

-12.0% 

-88.9% 

aver. 

Control  Data 

74/41 

19 

8.7 

def 

301.8 

def 

18 

8.3 

1.8 

19 

-18.5 

P-D 

loi 

Zenith  Electronics 

27/NA 

20 

8.0 

0.1 

38.9 

0.0 

19 

8.0 

1.7 

NM 

-99.3 

Gould 

29/26 

21 

7.9 

def 

29.6 

def 

24 

-9.6 

-1 1.3 

21 

-30.3 

P-D 

hi 

Amdahl 

•/• 

22 

7.8 

7.4 

34.0 

3.7 

9 

21.7 

7.1 

11 

9.2 

-15.0 

Id 

Burroughs 

•/• 

23 

7.1 

9.9 

32.3 

4.6 

15 

12.6 

4.3 

14 

1.2 

-3.3 

very 

Storage  Technology 

•/dd 

24 

def 

def 

NM 

def 

16 

11.9 

-25.7 

NM 

D-D 

Nr 

Medians 

14.5 

8.0 

29.6 

2.9 

17.0 

6.2 

5.9 

-24.6 

Electronic  equipment 

EG&G 

28/36 

1 

28.6% 

35.2% 

10.2% 

4.7% 

6 

15.0% 

11.2% 

3 

18.3% 

9.4% 

very  1 

AMP 

•/• 

2 

23.3 

13.7 

3.0 

7.7 

11 

11.3 

-9.0 

5 

9.2 

-39.1 

hi( 

Hewlett-Packard 

40/53 

3 

20.4 

13.8 

2.3 

7.5 

4 

19.1 

7.6 

2 

21.9 

-26.3 

very 

Raytheon 

56/79 

4 

20.3 

18.8 

4.3 

5.9 

15 

8.5 

1.0 

11 

-1.0 

63.9 

very 

Sanders  Associates 

35/70 

5 

18.2 

11.6 

5.3 

4.2 

2 

33.2 

18.7 

4 

14.3 

-14.7 

very 

Pitney  Bowes 

89/» 

6 

18.0 

20.8 

21.2 

8.2 

12 

10.2 

5.4 

6 

9.0 

9.2 

aver 

Tyler 

38/26 

7 

16.5 

10.8 

88.4 

2.3 

7 

14.1 

-18.8 

9 

2.2 

-38.4 

very 

M/A-Com 

35/47 

8 

16.4 

9.3 

29.1 

4.7 

1 

38.1 

9.9 

7 

7.6 

2.2 

lo- 

Perkin-Elmer 

52/58 

9 

15.9 

13.2 

12.2 

6.0 

16 

7.0 

7.8 

14 

-1.5 

5.4 

very 

Tektronix 

•/• 

10 

15.4 

9.3 

10.8 

5.4 

13 

10.1 

4.5 

10 

0.0 

-40.6 

very 

General  Signal 

47/60 

11 

14.4 

11.5 

10.7 

5.8 

20 

4.4 

2.2 

13 

-1.2 

-2.2 

very 

Bairnco 

27/31 

12 

14.3 

15.2 

51.6 

4.5 

3 

32.6 

10.1 

1 

31.4 

-3.4 

very ' 

General  Instrument 

34/DD 

13 

13.9 

def 

5.8 

def 

18 

5.7 

-8.0 

NM 

P-D 

Nl 

Insilco 

34/34 

14 

13.4 

10.6 

51.8 

3.6 

19 

4.5 

6.6 

12 

-1.1 

-11.1 

very 

North  Amer  Philips 

45/60 

15 

13.1 

9.7 

50.8 

2.2 

9 

12.3 

2.9 

8 

5.8 

-23.9 

lo- 

Honeywell 

43/48 

16 

13.0 

8.0 

28.0 

2.9 

17 

6.9 

5.7 

15 

-2.7 

-36.6 

lo- 

Sun  Chemical 

19/11 

17 

12.8 

10.7 

96.2 

2.2 

8 

13.2 

1.1 

17 

-18.1 

70.1 

lo- 

Xerox 

7V 

18 

12.2 
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DD: 


leficit,  total  deficit.    DP:  Segment  deficit,  total  profit.    PD:  Segment  profit,  total  deficit.    D-D:  Deficit  to  deficit.  P-D: 
deficit    def  Deficit.    NA  N         lable.    NE:  Negativ  e  equity.    NM:  Not  meaningful.    ttThree-year  average.    For  further  explanation,  see  page  56. 
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SOME  INFORMATION  ABOUT 
FINANCIAL  PLANNING 
YOU  MIGHT  HAVE  OVERLOOKED. 


WHAT  TAX  REFORM 
RCALLY  MUMS 

1 

1 

is?  ~ 

annum*  m 


3 


WHERE  REAGAN'S 
TAX  PLAN  BITES 


FINANCIAL 
PLANNING 


Ml  EM  BUM  HAW 


Now  that  your  hard  work  is  paying  off,  you  need  to 
learn  all  you  can  about  financial  planning. 

However,  considering  the  number  of  magazines, 
books  and  articles  available  on  everything  from 
investments  to  estate  planning,  you're  going  to  need 
help  handling  it  all.  Notto  mention  making  sense  of  it. 

The  fact  is,  if  your  income  is  substantial,  financial 
planning  is  a  full-time  job  that  requires  in-depth  knowl- 
edge, expertise  and  constantly  updated  information. 

And  those  are  precisely  the  kind  of  resources  we 
at  CIGNA  have  to  offer. 

Moreover,  working  closeiy  with  you,  we  can  provide 
a  program  that  will  give  you  better  control  over 
every  aspect  of  your  financial  situation.  We'll  lay  out 


options  and  help  you  evaluate  the  pros  and  cons  of 
each.  Together  we'll  tailor  a  plan  that  reflects  your 
financial  philosophy  addresses  your  present  needs 
and  provides  for  your  long-term  goals. 

While  we  work  on  a  fee  basis,  we've  consistently 
shown  clients  how  to  save  enough  on  their  income 
taxes  alone  to  more  than  offset  the  expense. 

To  find  out  how  we  can  help  you,  call  a  local 
CIGNA  Individual  Financial  Services  Company  off  ice 
or  write  CIGNA  Corporation,  Dept.  R4,  One  Logan 
Square,  Philadelphia,  PA  19103. 

Chances  are,  this  is  one  piece  of 
financial  planning  information  you'll 
be  glad  you  didn't  overlook. 


CIGNA 


For  more  information,  write  Centel,  Dept.  CI . 
5725  N.  East  River  Road,  Chicago,  IL  60631 . 


Ours 


When  Centel  connects  customers 
to  cable  television,  we  don't  start 
by  using  equipment. 
We  start  by  using  our  heads. 
More  putting  pencil  to  paper, 
Centel  people  think  about  the 
special  needs  of  the  situation. 
About  our  cable  customers.  And 
about  the  most  innovative,  most 
efficient  ways  to  help  them  connect 
with  the  services  they  want. 

For  example,  thinking  first  led 
Centel  to  realize  that  informational 
and  educational  programming  is 
every  bit  as  important  as  entertain- 
ment to  many  customers.  So  we 
took  the  time  to  develop  and  offer 
an  appealing  blend  of  services  like 
C-SPAN,  Nickelodeon,  and  local 
origination  programming.  And  our 
customers  responded.  Enthusi- 
astically. Which  helps  explain  why 
Centel  has  one  of  the  highest 
customer  subscription  levels  in 
the  country. 

It's  the  same  discipline  we  use  to 
help  people  connect  with  telephone 
exchange  networks,  business 
communication  systems  and  more. 

Thinking.  It  might  just  sound  like 
common  sense. 

But  look  around  and  youll  see 
Centel's  approach  toward  helping 
people  connect  isn't  common  at  all. 


CONSTRUCTION 

What  happened  to  the  housing  boom  that  was  supposed  to 
occur  when  interest  rates  dropped  below  13%? 

i  "  -  ~ 


Hi  illy  Kupcr 


By  Mary  Kuntz 


Remember  a  few  years  ago  when  mortgage  rates 
were  18%  and  the  housing  industry  used  to  talk 
about  13%  as  the  "magic  number"?  Below  13%, 
said  the  builders,  pent-up  demand  would  get  housing 
starts  going  like — well,  like  a  house  afire. 

Well,  mortgage  rates  were  below  the  magic  number  for 
most  of  1985,  and  the  big  explosion  never  happened. 
Total  starts  for  the  year,  1.725  million,  wasn't  bad.  But  it 


was  a  big  disappointment  for  believers  in  magic.  It  w 
below  1984  (when  rates  were  13%  to  15%)  and  far  belc 
the  2  million  of  1978. 

What  happened?  One  reason  could  be  psychological, 
long  as  rates  keep  falling,  home  buyers  will  hold  c 
hoping  to  get  a  better  deal. 

Also,  with  foreclosures  up  and  with  such  mortga 
debacles  as  Pacific  American  Insurance  and  Epic,  lendi 
standards  tightened  last  year  for  all  mortgages. 

Finally,  fear  of  tax  reform  spurred  a  rash  of  apartme 


Construction 
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•  90%  or  more    DD:  Segment  deficit,  total  deficit    DP:  Segment  deficit,  total  profit    PD:  Segment  profit,  total  deficit    D-D:  Deficit  to  deficit. 
D  P:  Deficit  to  profit.    P-D:  Profit  to  deficit,    def:  Deficit.    NA:  Not  available.    NM:  Not  meaningful.    ttThree-vear  average    ^Three-year  growth. 
For  further  explanation,  see  page  ->i  > 
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louse  tax  shelter  deals  aimed  at  getting  in  under  the  wire. 

Considering  the  dismal  condition  of  the  construction 
undustry  at  the  beginning  of  the  decade,  perhaps  the  news 
ut  midpoint  isn't  all  that  bad.  But  there  are  definite  signs 
j:hat  could  signal  another  down  cycle: 

•  The  commercial  vacancy  rate  is  over  18%,  according 
;:o  the  Coldwell  Banker  Office  Vacancy  Index.  Salomon 
Brothers  analyst  Barbara  Alexander  expects  it  to  reach  a 
iizzying  20%  in  1986. 

•  Commercial  and  industrial  building  starts  ran  just 
Dver  a  billion  square  feet  in  1985,  still  below  the  1979  peak 
jf  1.1  billion.  Commercial  builders'  margins  were  ham- 
Tiered  to  1 . 1  % ,  and  return  on  equity  to  6. 1  % ,  less  than  half 
:he  five-year  median  average. 

Success  under  these  conditions  means  being  in  the  right 
jlace  at  the  right  time — more  important,  not  being  in  the 
/vrong  place. 

Take  U.S.  Home,  the  nation's  largest  home  builder.  It's 
itill  reeling  from  the  collapse  of  once-booming  markets  in 
ts  hometown  of  Houston,  as  well  as  Denver,  New  Or- 
eans,  Oklahoma  City  and  Tulsa.  "It's  all  oil  and  gas 
related,"  laments  George  Matters,  chairman  and  chief 
Executive.  At  year-end  U.S.  Home  was  hovering  around 


the  break-even  point,  but  that  was  better  than  1984,  when 
it  lost  $1.27  a  share. 

Even  Pulte,  the  industry  leader  for  the  third  year  in  a 
row,  didn't  have  20/20  foresight.  Pulte  pulled  out  of  its 
depressed  home  market  of  Detroit  just  before  one  of  the 
hottest  housing  comebacks  of  the  year. 

Builders  tied  to  the  energy  field  sustained  the  worst  hits. 
CBI  Industries  took  a  $153  million  writedown.  Backlogs  at 
Foster  continued  to  fall.  Fluor  had  to  raise  cash  through  a 
$500  million  sale-leaseback  arrangement  on  its  Texas  and 
California  facilities  in  order  to  pay  down  debt. 

Who  did  well?  Centex,  which  appears  on  both  residen- 
tial and  commercial  lists,  was  the  only  commercial  build- 
er last  year  whose  return  on  equity  was  much  above  its 
average  for  the  last  three  years — and  that  was  mainly 
because  of  its  home  building. 

The  best  commercial  opportunities  this  year  will  prob- 
ably lie  in  specialized  markets — small  industrial  build- 
ings, military  installations  and  commercial  rehabs.  Indus- 
try leader  Turner  Corp.,  for  example,  has  a  division  spe- 
cializing in  medical  buildings. 

What  about  the  building  suppliers?  Overcapacity  and 
low  margins.  Weyerhaeuser  estimates  North  American 
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ran  the 
iieshipj 

At  UPS,  we  de- 
liver Next  Day  Air  for 
nearly  half  what  others 
charge. 

We  deliver  2nd 
Day  Air  for  up  to  70% 
less  than  other  over- 
night air  companies. 

And  we  do  things 
other  companies  don't 
do  at  any  price.  Such  as 
deliver  Next  Day  Air 
and  2nd  Day  Air  to 
every  single  address  in 
the  48  states,  Hawaii  * 
and  Puerto  Rico. 

What  revolution- 
ary business  concept 
enables  us  to  accomplish 
all  this? 

Efficiency.  Which, 
at  UPS,  has  been 
raised  to  the  level  of  an 
obsession. 

For  instance,  we 
fly  the  only  747s  in 
the  overnight  delivery 
business.  Because  for 
our  long  hauls,  there's 
no  jet  as  efficient. 

We  make  auto- 
matic daily  pickups 

•Servile  to  Hawaii  requires  one  additional  day 
©  United  Parcel  Service  of  Amenta.  1985. 


ghtest  ship 

lg  business. 


without  requiring  you 
to  call.  Because  its 
more  efficient  that  way, 
for  you  and  for  us. 

And  efficiency 
compelled  us  to  design 
our  familiar  brown 
package  car.  It  may  not 
look  very  stylish,  but 
our  package  car  is  so 
functionally  designed  it 
allows  our  drivers  to 
deliver  more  efficiently 
than  with  any  other  ve- 
hicle we've  come  across. 

Moreover,  UPS 
engineers  continually 
scrutinize  every  aspect 
of  our  system  in  order 
to  devise  new  efficien- 
cies and  refinements  on 
old  efficiencies. 

All  of  which  ex- 
plains how  we  can  offer 
such  a  high  level  of 
service  for  such  remark- 
ably low  prices. 

So  if  you  want  to 
run  a  tighter  ship  your- 
self, a  good  way 
to  start  is  by  us- 
ing ours. 


ups 


lumber  overcapacity  at  15%  to  20%,  with  no  improve- 
ment in  sight.  This  despite  a  string  of  mill  shutdowns, 
including,  at  least  temporarily  .  Wcyi  rhaeuser's  own  Long- 
view,  Wash,  operation,  its  biggest.  Boise'Cascade  took  an 
$88  million  writeoff  and  sold  its  building  products  distri- 
bution facilities  in  Texas  and  Oklahoma. 

The  strong  dollar  opened  the  cement  industry  to  floods 
of  imports.  Lone  Star  Industiies,  the  biggest  producer,  first 
tried  lobbying  and  Buy  America  appeals.  When  that  didn't 
work,  it  decided  to  join  them:  In  1985  Lone  Star  became 
the  nation's  number  one  cement  importer. 

Lone  Star  stands  next  to  last  in  profitability  in  its  indus- 


try segment,  and  it's  no  surprise  that  USG  and  Nations 
Gypsum  (whose  management  is  trying  a  $1.1  billion  level 
aged  buyout)  are  the  leaders.  Gypsum,  alone  among  buile 
ing  commodities,  has  held  its  price,  and  sales  were  runnin 
10%  ahead  of  1984  late  in  the  year.  Biggest  question  mar 
with  both  companies:  asbestos  liability  suits. 

The  construction  industry  has  hit  some  remarkabl 
highs  in  the  last  ten  years.  It's  also  hit  some  recorc 
breaking  lows.  The  fact  that  it  did  neither  in  1985  could  b 
taken  as  a  sign  of  health  after  pulling  out  of  one  of  th 
worst  slumps  in  building  history. 

But  beware.  .  .  .  ■ 
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Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

-segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earn 

Company  sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabi 

Lumber 

Willamette  Inds 

32/  7 

1 

9.1% 

15.4% 

54.6% 

5.7% 

3 

5.4% 

2.7% 

1 

-12.6% 

39.4% 

very 

Potlatch 

27/dp 

2 

7.3 

6.9 

47.4 

4.5 

6 

3.7 

-3.2 

2 

-14.1 

-7.7 

aver 

Weyerhaeuser 

49/28 

i 

7  9 

d 

t.o 

36  2 

3  1 

5 

3.7 

-0.5 

3 

—  18  8 

—43  2 

Georgia-Pacific 

66/63 

4 

6.3 

1.2 

62.2 

0.7 

1 

5.9 

-1.2 

4 

-24.1 

-88.8 

hif 

Boise  Cascade 

31  /dp 

5 

6.0 

3.8 

74.5 

1.6 

4 

4.9 

-1.6 

5 

-27.3 

-50.3 

aver 

Champion  Intl 

35/  5 

6 

4.3 

def 

76.8 

0.2 

2 

5.5 

39.0 

NM 

P-D 

NZ 

Louisiana-Pacific 

82/76 

7 

4  1 

2.8 

23.8 

1.7 

7 

—2.0 

-0.6 

NM 

-56  6 

NI 

Southwest  Forest  Inds 

24/  1 

8 

def 

def 

137.0 

def 

8 

-2.1 

-3.6 

NM 

P-D 

NI 

Medians 

6.2 

3.3 

58.4 

1.7 

4.3 

-0.9 

-25.7 

-53.5 

Other  materials 

Carlisle 

30/59 

1 

23.7% 

16.3% 

24.7% 

5.9% 

5 

7.7% 

0.1% 

5 

6.1% 

-1.8% 

loi 

Masco 

84/» 

2 

19.7 

16.9 

51.9 

14.2 

4 

7.9 

-15.4 

4 

7.0 

1.4 

hi£ 

Vulcan  Materials 

45/77 

3 

17.6 

14.9 

15.3 

7.7 

13 

4.5 

3.8 

12 

-0.2 

-3.5 

very 

Tyler 

22/41 

4 

16.5 

10.8 

88.4 

2.3 

2 

14.1 

-18.8 

10 

2.2 

-38.4 

very 

HH  Robertson 

•/82 

5 

16.5 

def 

18.3 

def 

16 

2.8 

9.9 

17 

-9.8 

P-D 

very 

Stanadyne 

36/52 

6 

15.5 

15.3 

17.0 

6.0 

19 

0.6 

0.7 

3 

9.8 

-18.0 

10' 

American  Standard 

24/31 

7 

14.7 

12.6 

44.6 

3.5 

18 

1.8 

10.2 

19 

-17.9 

20.7 

aver 

Bairnco 

72/68 

8 

14.3 

15.2 

51.6 

4.5 

1 

32.6 

10.1 

1 

31.4 

-3.4 

very  ] 

USG 

40/11 

9 

14.0 

24.6 

31.5 

8.4 

6 

6.6 

16.7 

9 

2.5 

20.6 

very 

PPG  Industries 

30/na 

10 

13.8 

15.6 

24.3 

7.2 

8 

6.0 

3.9 

8 

3.1 

2.5 

very 

Insilco 

38/33 

11 

13.4 

10.6 

51.8 

3.6 

12 

4.5 

6.6 

13 

-1.1 

-11.1 

very 

Harsco 

25/13 

12 

12.1 

14.2 

29.1 

4.8 

21 

-0.3 

29.3 

16 

-7.2 

54.5 

loi 

DeSoto 

77/78 

13 

12.0 

12.7 

36.8 

3.7 

14 

2.9 

6.1 

2 

13.6 

-13.1 

aver 

National  Gypsum 

32/10 

14 

11.2 

22.1 

24.2 

7.1 

3 

9.0 

6.8 

11 

0.4 

23.8 

very 

Ceco  Industries 

•/• 

15 

10.4 

8.8 

17.0 

2.1 

10 

5.4 

9.3 

15 

-5.6 

17.4 

aver. 

Amsted  Industries 

37/43 

16 

9.6 

7.9 

0.0 

4.2 

26 

-10.1 

11.9 

NM 

20.2 

NJ 

Armstrong  World  Inds 

74/77 

17 

9.2 

15.2 

7.9 

5.9 

15 

2.9 

6.0 

6 

5.4 

15.1 

very 

Owens-Coming 

82/68 

18 

8.9 

14.3 

26.6 

3.9 

9 

5.9 

3.1 

7 

3.5 

5.2 

very 

SCM 

30/40 

19 

8.7 

8.2 

63.4 

2.0 

20 

0.4 

9.9 

18 

-10.3 

-6.8 

aver. 

Jim  Walter 

32/19 

20 

7.6 

13.6 

111.6 

4.9 

17 

2.4 

1.5 

14 

-4.4 

14.8 

very 

Koppers 

38/73 

21 

3.1 

def 

35.8 

0.1 

22 

-2.5 

3.2 

NM 

P-D 

NP 

Crane 

•/• 

22 

1.9 

14.6 

65.6 

3.1 

27 

-15.3 

25.7 

NM 

D-P 

NI* 

CertainTeed 

•/• 

23 

1.8 

13.0 

26.5 

5.1 

11 

5.2 

-4.5 

NM 

56.5 

NA 

Manville 

86/89 

24 

1.8 

def 

42.9 

def 

24 

-6.0 

4.1 

NM 

P-D 

NN 

GAF 

50/12 

25 

def 

25.1 

33.9 

7.2 

25 

-6.9 

-1.2 

NM 

D-P 

N» 

Bird 

79/DD 

26 

def 

def 

35.5 

def 

23 

-4.0 

-25.1 

NM 

D-D 

Nfl 

Temple-Inland 

23/25 

NA 

11.2 

31.7 

7.2 

7 

6.6 

-0.5 

NA 

NA 

Medians 

11.6 

13.6 

31.7 

4.5 

2.9 

4.1 

-2.8 

-0.2 

Industry  medians 

11.2 

10.8 

31.7 

3.1 

3.7 

3.1 

-8.4 

-7.6 

All-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

•  90%  or  more.    DD:  Segment  deficit,  total  deficit    DP:  Segment  deficit,  total  profit.    PD:  Segment  profit,  total  deficit.    D-D:  Deficit  to  deficit. 
D-P:  Deficit  to  profit    P-D:  Profit  to  deficit,    def:  Deficit.    NA:  Not  available    NM:  Not  meaningful    ttThree-vear  average.    ttThree-vear  growth 
For  further  explanation,  see  page  56 
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CONSUMER 
PRODUCTS 

The  merger  movement 
in  consumer  products  is 
bora  more  of 
desperation  than 
of  opportunity. 


Consumer  products  ] 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnir 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabili 

Appliances 

Maytag 

•/• 

1 

24.0% 

31.1% 

10.6% 

10.5% 

3 

13.6% 

7.4% 

6 

9.1% 

14.4% 

averaj 

Emerson  Electric 

27/28 

2 

20.7 

19.9 

7.0 

8.6 

7 

8.2 

11.3 

7 

7.8 

6.5 

very  hi 

Fuqua  Industries 

27/57 

3 

20.7+ 

17.9 

114.0 

3.7 

21 

-14.8 

11.2 

NM 

-8.5 

NM 

General  Electric 

12/10 

4 

20.2 

18.5 

6.0 

8.5 

13 

3.7 

0.5 

5 

10.2 

5.4 

very  hi 

Whirlpool 

•/• 

5 

17.7 

15.4 

4.8 

5.1 

9 

6.2 

8.0 

3 

12.7 

-10.5 

very  hi 

Pittway 

40/33 

6 

16.2 

12.6 

4.6 

5.6 

5 

11.5 

10.2 

9 

4.8 

-3.2 

low- 

Stanley  Works 

37/41 

7 

14.0 

16.6 

16.7 

6.3 

12 

4.4 

6.9 

10 

1.6 

7.5 

very  lc 

North  Amer  Philips 

54/39 

8 

13.1 

9.7 

50.8 

2.2 

4 

12.3 

2.9 

8 

5.8 

-23.9 

low 

Magic  Chef 

80/69 

9 

12.7 

19.8 

27.1 

5.0 

1 

16.0 

-5.6 

1 

36.4 

-9.0 

averaj 

Roper  Corp 

89/« 

10 

11.1 

def 

58.2 

def 

11 

5.5 

-0.9 

2 

25.8 

P-D 

averaj 

Arvin  Industries 

28/24 

11 

9.0 

16.0 

30.6 

4.1 

6 

10.1 

9.8 

4 

12.7 

10.7 

low 

RCA 

21/  3 

12 

8.7 

16.9 

60.2 

4.1 

10 

5.6 

-6.2 

NM 

82.9 

NM 

Black  &  Decker 

•/• 

13 

8.5 

def 

40.9 

def 

14 

1.0 

13.0 

NM 

P-D 

NM 

Hoover 

•/• 

14 

8.3 

17.1 

5.8 

4.8 

17 

-3.6 

-1.1 

NM 

-3.7 

NM 

Zenith  Electronics 

61/na 

15 

8.0 

0.1 

38.9 

0.0 

8 

8.0 

1.7 

NM 

-99.3 

NM 

Singer 

38/32 

16 

6.9 

19.3 

66.8 

3.0 

16 

-1.8 

-2.5 

NM 

90.4 

NM 

White  Consolidated 

35/« 

17 

5.5 

def 

37.6 

def 

15 

-1.0 

-9.5 

NM 

P-D 

NM 

Allegheny  International  65A55 

18 

4.1 

def 

92.6 

def 

2 

14.6 

-12.3 

NM 

P-D 

NM 

Talley  Industries 

41/20 

19 

def 

11.0 

64.6 

3.6 

19 

-8.3 

13.3 

NM 

13.6 

NM 

Toro 

51/na 

20 

def 

18.7 

35.6 

3.9 

18 

-8.1 

20.2 

NM 

70.4 

NM 

American  Hoist 

28/ro 

21 

def 

def 

74.6 

def 

20 

-10.8 

10.6 

NM 

D-D 

NM 

Medians 

9.0 

16.0 

37.6 

3.9 

5.5 

6.9 

NM 

-3.7 

•  90%  or  more    DD:  Segment  deficit. 

ioul  deficit. 

DP:  Segment  deficit,  total  profit    PD:  Segment  profit,  total  deficit.    D-D:  Deficit  to  deficit. 

P-D:  Profit  to  deficit 

def:  Deficit.     - » 

Not  availab 

e.    NM:  Not  meaningful    tFour  year  average    ±Four  year  growth.    For  further  explanation,  see  page  56 
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By  Jeff  Bloch 

T|  HESE  DAYS,  THINK  OF  CONSUMER  PRODUCTS  as  if  they 
were  oil  wells.  Why  go  wildcattmg  when  it's 
cheaper  to  buy  reserves  in  the  ground?  Why  risk 
millions  of  dollars  trying  to  push  a  new  product  onto 
:already  crowded  shelves  and  into  showrooms  when  it's 
cheaper  to  acquire  existing  name  brands? 

That's  the  thinking  that  rules  today  in  this  business: 
iDon't  earn  shelf  space,  buy  it.  And  not  only  in  food  and 
Isoap  products.  The  same  mood  seems  prevalent  in  appli- 
ances. Take  Whirlpool's  proposed  $150  million  acquisi- 
tion of  KitchenAid,  a  merger  tied  up  in  the  courts  on 
^antitrust  grounds  by  competitors  White  Consolidated  In- 
jdustries  and  Magic  Chef.  Those  companies  themselves 
pave  spent  the  past  few  years  acquiring  such  brands  as 


Frigidaire,  Toastmaster  and  Admiral. 

Now  General  Electric  plans  to  merge  with  RCA.  If  the 
merger  goes  through,  look  for  yet  more  mergers  in  appli- 
ances and  home  electronics. 

As  in  the  appliance  business,  sales  growth  for  household 
products  is  hardly  exciting,  so  people  are  buying  shelf 
space — even  P&.G.  For  example,  P&G  had  63%  of  the  U.S. 
disposable  diaper  business  three  years  ago,  according  to 
Hercules  Segalas,  Drexel  Burnham  Lambert  senior  vice 
president.  By  July  the  company's  share  of  the  $3.7  billion 
business  had  dropped  to  45%,  though  in  November  it  rose 
to  49 Vi%,  and  Segalas  predicts  more  recovery  in  1986. 

But  for  real  growth,  the  master  of  new  product  introduc- 
tion is  buying  instead  of  developing.  Segalas  figures  P&G's 
$1.5  billion  takeover  of  Richardson  Vicks  and  its  house- 
hold names  like  Vicks  and  Fixodent  was  worth  the  price.  ■ 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 
— segment — 
mpanv  sales/profits 

latest      debt  as  net 
5-year      12           %  of  profit 
rank        average    months    equity  margin 

latest 
5-year  12 
rank        average  months 

latest 
5-year  12 
rank        average  months 

earnings 
stability 

>me  furnishings 

bbermaid  •/• 
bw  Industries  •/• 
st  Point-Pepperell  57/77 
Lowenstein  30/27 
riling  Glass  Works  23/dp 

1  17.9%      21.8%        9.2%  8.6% 

2  17.7         22.4         41.8  4.7 

3  13.0          6.2         21.4  2.4 

4  10.9         11.4         27.9  3.9 

5  9.7          8.5         29.0  5.5 

2  12.7%  11.2% 
1            17.5  11.1 

3  3.4  -9.7 
9           -0.9  -7.0 

4  3.2  -0.6 

3           18.6%  16.7% 
2           19.9  2.8 
5          10.6  -49.1 
1          47.5*  -23.4 
7        -10.9  3.3 

high 
average 

high 
very  high 
high 

ings  Industries  48/69 
rlington  Inds  34/35 
ldcrest  Mills  •/• 
ihasco  */75 
chor  Hocking  74/dd 
Stevens  33/29 

6            8.8          3.5          8.9  1.7 
7.1           1.1         36.4  0.5 

8  7.0          2.5         46.9  0.8 

9  3.6          8.1         26.0  2.3 

10  3.0          def         27.8  del 

11  2.3          def         61.7  def 

5  2.8  -6.1 

6  2.3  -11.6 
8            1.6  -0.6 

10  -2.2  6.4 

11  -3.5  5.6 

7  2.0  -9.9 

4           11.8  -62.7 
6          -4.8  -79.8 
8        -23.8  -62.5 
NM  8.7 
NM  P-D 
NM  P-D 

very  low 
very  low 

high 

NM 

NM 

NM 

dians 

8.8           6.2         27.9  2.3 

2.3  -0.6 

-4.8  -49.1 

msehold  products 

i  Home  Prods  32/17 
icter  &  Gamble  34/67 
isrox  88/« 
rling  Drug  32/na 
inomics  Lab  •/• 

1  34.2%      33.8%        1.9%  15.3% 

2  19.7         12.8         16.6  4.8 

3  19.1         19.6          8.0  8.3 

4  16.2         16.0          8.6  8.2 

5  12.4         18.4         28.8  5.5 

3  6.6%  -7.6% 

4  6.2  3.9 

1  12.1  9.0 

5  3.9  -3.0 

2  8.0  6.6 

2  12.1%  6.9% 

3  9.4  -21.8 
1          16.0  13.0 

4  4.5  5.6 
NM  15.8 

very  high 
very  high 

high 
very  high 

NM 

dians 

19.1         18.4           8.6  8.2 

6.6  3.9 

9.4  6.9 

irsonal  products 

stol-Myers  24/22 
esebrough-Pond's  43/51 
iklee  87/» 
.cter  &  Gamble  36/32 
on  Products  58/59 

1  23.3%      24.2%        4.8%  11.9% 

2  21.0         16.8         39.0  4.3 

3  20.6          8.3         17.2  3.2 

4  19.7         12.8         16.6  4.8 

5  19.3         13.9         38.1  5.5 

4  8.3%  5.1% 
3            8.8  38.6 

5  8.0  -11.6 

8  6.2  3.9 

9  5.8  -5.5 

1           14.3%  12.5% 

6  5.5  -3.2 

7  1.3  -2.0 
3            9.4  -21.8 

13        -14.2  -10.7 

very  high 
average 
very  low 
very  high 
very  high 

lette  87/» 
nson  &  Johnson  42/34 
lenbrand  Inds  52/57 
lering-Plough  43/37 

6  19.2         20.0         56.0  6.8 

7  19.2        20.3           7.7  9.4 

8  18.8         15.2         28.1  7.2 

9  16.0         14.2           9.6  9.9 

12             1.4  2.8 
6            7.6  4.5 
1           10.1  6.2 

11             4.3  1.4 

5            6.7  -0.6 
4            7.1  30.0 
2           9.6  -3.2 
9          _4.0  6.4 

very  high 

high 
very  high 
average 

nberly-Clark  74/63 
lgate-Palmolive  68/54 
vlon  45/33 
)tt  Paper  64/48 

10  14.7         16.9         34.4  6.8 

11  13.4          4.2         22.9  1.1 

12  13.0         11.8         48.1  5.0 

13  10.1         13.0         40.7  6.8 

2             9.4  11.5 
13            0.6  -6.8 
10             5.6  0.4 

7             7.4  16.4 

10  -4.3  25.4 

11  -5.7  -73.8 

12  -11.6  0.3 
8          -3.2  20.2 

low 
very  low 

high 
very  low 

dians 

19.2         14.2         28.1  6.8 

7.4  3.9 

1.3  -0.6 

lustry  medians 

13.1         14.1          28.5  4.8 

5.6  3.4 

1.5  -2.6 

-industry  medians 

13.7         12.7         36.6  3.8 

6.9  4.3 

0.3  -6.0 

)0%  or  more    DD:  Segment  deficit,  total  deficit.    DP:  Segment  deficit,  total  profit.    PD:  Segment  profit,  total  deficit.    D-D  Deficit  to  deficit. 

D:  Profit  to  deficit,    def:  Deficit.    NA:  Not  available.    NM:  Not  meaningful    fFour-year  average.    ^Four-year  growth.    For  further  explanation,  see  page  56. 
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We  discovered  a 
good  way  to  do 

in  the  back 


By  putting  mobile  phones  there.  But  that's  just  one  way  our  mobile 
systems  company  is  expanding  the  cellular  market.  They've  also  got 
hand-held  portable  phones  and  others  that  work  out  of  briefcases. 

Even  more  importantly,  Southwestern  Bell  Mobile  Systems  was 
the  first  company  in  the  nation  to  have  cellular  networks  operating  in 
six  different  markets.  And  soon  that  number  will  be  even  higher. 

You'll  also  find  our  mobile  systems  company  buying  and  reselling 
cellular  phone  service  in  Phoenix,  LA,  Houston  and  Miami. 

Almost  every  day  we're  discovering  new  opportunities  in 
telecommunications.  Because  we  know  telecommunications  is  a  good 
business  to  be  in  today,  and  tomorrow. 

Making  the  most  of  what  we  know  best 


1 
1 

mil 


■ 


Southwestern  Bell  Corporation 


DIVERSIFIED 
COMPANIES 

Retributive  justice:  Twenty  years  ago  these  companies  were 
buying  everything  in  sight.  Now  they're  targets  themselves. 


By  Laura  Jereski 


Even  as  new  conglomerates  are  born  from  today's 
megamergcrs,  old  ones  are  disappearing.  Chances 
are,  one-fourth  of  the  diversified  companies  on  the 
lists  below  won't  be  back  next  year,  and  half  the  survivors 
won't  look  the  same. 

Multicompanies  and  conglomerates  are  fast  dumping 
what  they  acquired  in  the  heady  days  when  Harold  Geneen 
was  supposed  to  inherit  the  earth.  In  1981  we  counted  73 
conglomerates,  or  multi-industry  companies.  This  year 
our  list  has  a  trim  41. 

Many  were  snapped  up  by  LBO  and  takeover.  But  most 
left  intact,  going  back  to  concentrate  on  one  or  two  major 
industries.  You'll  find  Sybron  and  Corning  Glass  Works, 
for  example,  in  health  care  now. 


For  some,  it  has  worked  well  and  vindicated  Wall 
Street's  knee-jerk  enthusiasm  for  "restructuring."  But 
that's  been  when  the  core  business  is  solid  and  the  com- 
pany is  well  managed.  Martin  Marietta,  for  example,  is 
returning  to  aerospace  and  electronics.  That  may  pay  off  if 
it  gets  a  piece  of  the  Strategic  Defense  Initiative. 

For  many  the  choice  was  to  slim  down  or  to  be  taken 
over.  About  half  these  companies  sold  divisions  last  year,; 
often  in  painful  fashion.  Olin  took  a  $230  million  aftertax! 
hit  when  it  shut  down  some  chemical  operations.  TRW! 
put  on  the  block  a  group  of  businesses  accounting  fori 
about  10%  of  sales,  and  the  $  1 70  million  aftertax  reserve  it| 
set  up  translated  to  more  than  half  this  year's  earnings. 

Writeoffs  are  one  side  of  the  divestiture  picture;  un- 
earthing buried  assets  is  the  other  side.  Poorly  performingi 
divisions,  a  drag  on  earnings,  can  often  be  sold  for  book! 


I 


Diversified  companies 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

latest 

debt  as 

net 

latest 

latest 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnir 

Company 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabili 

Multicompanies 

Dover 

1 

24.0% 

16.8% 

13.1% 

6.5% 

2 

11.7% 

21.9% 

4 

8.8% 

-5.4% 

averaj 

American  Brands 

2 

21.1 

18.6 

31.8 

9.1 

12 

2.8 

0.2 

8 

2.1 

-1.0 

averaj 

General  Electric 

3 

20.2 

18.5 

6.0 

8.5 

11 

3.7 

0.5 

2 

10.2 

5.4 

very  hi 

Minn  Mining  &  Mfg 

4 

20.1 

18.1 

8.7 

8.8 

6 

6.5 

2.4 

9 

1.3 

-5.0 

low 

IU  International 

5 

18.8 

def 

119.8 

def 

18 

-1.7 

5.9 

18 

-33.7 

P-D 

low 

Westinghouse  Electric 

6 

16.1 

15.5 

15.2 

5.6 

7 

6.1 

4.0 

5 

7.4 

13.8 

high 

Borg-Warner 

7 

13.1 

10.8 

14.7 

4.4 

5 

8.4 

0.8 

6 

6.2 

-15.4 

averai 

Household  International 

8 

12.0 

13.6 

236.0 

2.6 

3 

9.1 

5.3 

7 

4.7 

-4.6 

low! 

Interco 

9 

10.9 

5.9 

18.3 

2.5 

9 

4.8 

-7.4 

13 

-8.4 

-42.8 

averai 

ITT 

10 

10.6 

6.9 

42.9 

3.4 

21 

-6.9 

-14.2 

11 

-5.1 

-9.7 

very  li 

FMC 

11 

10.5 

5.5 

30.4 

1.0 

16 

0.3 

-10.4 

15 

-15.8 

-70.8 

low 

Martin  Marietta 

12 

9.7 

37.8 

55.4 

5.4 

1 

13.7 

-1.5 

NM 

D-P 

NM 

Union  Carbide 

13 

8.9 

def 

48.0 

def 

17 

-0.7 

-A.5 

17 

-25.1 

P-D 

averaj 

Textron 

14 

8.8 

14.7 

16.0 

3.3 

19 

-2.1 

80.7 

12 

-6.4 

84.5 

low 

SCM 

15 

8.7 

8.2 

63.4 

2.0 

15 

0.4 

9.9 

14 

-10.3 

-6.8 

averai 

RCA 

16 

8.7 

16.9 

60.2 

4.1 

8 

5.6 

-6.2 

NM 

82.9 

NM 

Olin 

17 

8.7 

def 

42.6 

def 

14 

2.3 

-9.6 

3 

8.9 

P-D 

low 

Berkshire  Hathaway 

18 

8.4 

7.0 

10.0 

11.0 

4 

8.7 

26.0 

1 

15.0 

11.8 

high 

National  Distillers 

19 

8.2 

4.8 

30.4 

2.7 

10 

4.6 

-33.0 

16 

-19.3 

-29.7 

high 

Jim  Walter 

20 

7.6 

13.6 

111.6 

4.9 

13 

2.4 

1.5 

10 

-4A 

14.8 

very  1« 

Koppers 

21 

3.1 

def 

35.8 

0.1 

20 

-2.5 

3.2 

NM 

P-D 

NM 

Medians 

10.5 

10.8 

31.8 

3.4 

3.7 

0.8 

-5.1 

-6.1 

D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit    P-D:  Profit  to  deficit,    def:  Deficit    NM:  Not  meaningful    t  Four-year  average.    For  further  explanation,  see  page  56. 
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Sieven  Brown 


value  or  even  higher.  A  year  ago  Goldman,  Sachs'  Jack 
.Kelly  started  calculating  price/book  ratios.  SCM,  whose 
jstock  was  then  the  second  cheapest  on  the  list,  was  selling 
for  425/s;  an  unsolicited  bid  from  Hanson  Trust  Pic.  drove 
;the  price  of  this  unprepossessing  company  to  around  70 — 
more  accurately  reflecting  its  asset  value. 
i  It  takes  a  brave  company  to  sit  on  cash  today.  After 
^Litton  repurchased  15  million  of  its  42  million  shares  with 
debt,  it  was  nearly  alone  among  these  companies  left  with 
fa  strong  cash  position  ($1.5  billion).  Who  wants  cash  when 
jit  can  be  used  against  you? 

But  even  paring  down  doesn't  necessarily  stifle  the 
ismell  of  blood  when,  as  with  IU  International,  depreci- 
ation makes  up  such  a  large  part  of  cash  flow,  the  lifeblood 
bf  leveraged  deals.  Or  when  the  stock  price  is  chronically 
low,  as  with  Interco,  Koppers  and  Chromalloy  American. 


After  all,  it's  one  thing  to  buy  into  Lear  Siegler  (recent 
price,  48 'A;  by  Merrill  Lynch's  Carol  Neves,  breakup  esti- 
mate, 60)  or  Litton  [79Va;  125) — at  worst,  you'll  still  get 
above-average  returns  and  positive  earnings.  But  what 
about  some  of  the  others?  With  Whittaker,  the  perceived 
value  isn't  in  the  core  health  care  business  but  in  side- 
lines— along  with  $11  a  share  in  cash  and  another  $1.50 
from  the  pension  fund. 

Or  Koppers,  whose  price  isn't  close  to  book  of  $18.64, 
but  whose  breakup  value  (according  to  Jeffrey  Klein  of 
Kidder,  Peabody)  is  $20.  That's  mainly  because  of  an 
overfunded  pension  fund,  a  LIFO  reserve  and  such  under- 
publicized  assets  as  timberlands,  an  office  building  and 
venture  capital  investments  worth  some  $8  to  $13  a  share. 
As  Merrill  Lynch's  Jack  Kavanagh  says,  "People  are  taking 
passes  at  some  of  the  funniest-looking  companies."  ■ 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

latest 

debt  as 

net 

latest 

latest 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnings 

,apany 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stability 

nglomerates 

3n  Industries 

1 

22.9% 

15.2% 

158.3% 

6.5% 

12 

2.6% 

-0.3% 

3 

5.4% 

-0.7% 

low 

:dyne 

2 

21.3 

24.6 

92.4 

8.6 

11 

3.5 

-3.4 

4 

3.1 

33.6 

very  low 

i  ja  Industries 

3 

20.7t 

17.9 

114.0 

3.7 

20 

-14.8 

11.2 

NM 

-8.5 

NM 

theon 

4 

20.3 

18.8 

4.3 

5.9 

5 

8.5 

1.0 

8 

-1.0 

63.9 

very  low 

v  Siegler 

5 

19.7 

15.9 

44.2 

4.0 

7 

5.7 

11.6 

7 

0.3 

2.2 

very  low 

ttaker 

6 

17.5 

8.4 

40.2 

2.4 

8 

5.5 

-22.2 

11 

-5.2 

-41.9 

low 

V 

7 

16.7 

4.6 

14.6 

1.4 

9 

4.9 

2.4 

6 

0.6 

-69.4 

very  low 

ted  Technologies 

8 

16.2 

6.6 

28.3 

2.0 

4 

10.4 

-4.3 

2 

6.4 

-58.6 

average 

t  &  Fetzer 

9 

15.8 

15.3 

13.7 

5.5 

14 

-0.3 

-1.7 

1 

7.8 

-5.9 

average 

lie  International 

10 

14.8 

13.6 

74.6 

3.2 

15 

-0.7 

8.5 

5 

2.7 

27.2 

very  low 

Grace 

11 

13.8 

7.1 

68.6 

2.3 

10 

3.5 

6.4 

12 

-8.5 

-20.3 

low 

le 

12 

13.7 

12.0 

73.5 

3.2 

16 

-1.8 

5.0 

9 

-3.1 

3.8 

low 

en 

13 

12.8 

8.4 

88.6 

2.3 

17 

-2.8 

-38.1 

13 

-15.2 

-29.4 

high 

:d-Signal 

14 

12.7 

14.0 

45.7 

4.8 

1 

19.6 

-5.9 

NM 

301.7 

NM 

:  &.  Western  Inds 

15 

9.3 

12.6 

49.7 

14.0 

18 

-5.9 

-59.9 

NM 

-7.3 

NM 

l  Central 

16 

8.8 

7.5 

17.5 

4.8 

2 

15.1 

-1.1 

NM 

486.5 

NM 

idustries 

17 

8.6 

7.9 

92.2 

2.8 

13 

0.6 

12.9 

10 

-3.9 

-33.8 

very  low 

glieny  International 

18 

4.1 

def 

92.6 

def 

3 

14.6 

-12.3 

NM 

P-D 

NM 

ac 

19 

2.9 

def 

83.1 

def 

6 

6.6 

0.8 

NM 

D-D 

NM 

^malloy  American 

20 

def 

def 

83.6 

def 

19 

-12.5 

-3.2 

NM 

D-D 

NM 

ians 

14.3 

10.2 

71.1 

3.2 

3.5 

-0.7 

-4.6 

-7.9 

istry  medians 

12.7 

10.8 

44.2 

3.3 

3.5 

0.5 

-5.1 

-7.1 

ndustry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

>:  Deficit  to  deficit    D  P:  Deficit  to  profit    P-D:  Profit  to  deficit,    def:  Deficit.    NM:  Not  meaningful.    tFour-year  average.    For  further  explanation,  see  page  56. 
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ELECTRICAL 
EQUIPMENT 


Glamorous?  No. 
Profitable?  Yes. 


By  John  Hayes 


T|  hese  steady,  unglamorous  companies  have  con- 
sistently outpaced  the  rest  of  U.S.  industry  in  good 
times  and  bad. 
Their  profit  margins  exceeded  the  all-industry  median 
for  every  one  of  the  past  six  years.  Not  surprising  that  their 
stocks  have  outperformed  the  S&P's  400  since  1979. 

This  group  includes  some  of  the  best  management  in 
U.S.  industry,  solid  balance  sheets  and,  until  recently,  not 
much  foreign  competition. 

The  question  is,  how  long  can  any  industry  grow  profits 
faster  than  sales,  as  these  companies  have  done  for  two 
years?  For  an  answer,  take  a  look  at  some  interesting 
departures  from  style  last  year. 

Apart  from  General  Electric/RCA,  spectacular  for  its 
sheer  size,  take  Emerson  Electric's  $375  million  acquisi- 
tion of  Automatic  Switch.  The  all-stock  deal  (which 
caused  an  8%  dilution)  was  the  highest  price  Emerson  had 
ever  paid.  It  was  also  a  departure  from  Emerson's  classic 


buy-it-and-fix-it  approach.  Says  Drexel  Burnham  Lam- 
bert's Nicholas  Heymann:  "This  is  an  attempt  to  buy 
growth,  rather  than  a  turnaround  situation." 

Or  take  Cooper  Industries'  $1.1  billion  takeover  of 
McGraw-Edison.  It  raised  Cooper's  debt  to  more  than 
100%  of  equity,  far  above  the  previous  12%.  That's  almost 
unknown  in  this  industry. 

Still,  says  Kidder,  Peabody's  Robert  McCoy,  "it's  perfect 
for  Cooper  in  the  short  term.  They  wiped  out  a  whole  layer 
of  management  and  overhead  at  McGraw,  and,  as  a  result, 
it's  already  contributing  to  earnings."  Long  term,  though, 
McCoy  isn't  sure  whether  McGraw's  mature,  slow-growth 
businesses  will  continue  to  help  that  much. 

Westinghouse,  a  perennial  laggard  in  the  Yardsticks, 
made  big  news,  too,  with  a  "restructuring"  that  sent  its 
stock  up  84%  during  the  year.  The  company  put  its  Group 
W  cable  operations  on  the  block,  hoping  to  get  about  $2 
billion.  It  will  use  the  money  to  help  buy  back  14%  of  its 
outstanding  shares  and  perhaps  to  pay  the  writeoffs  for 
scuttling  weak  operations  like  elevators  and  robotics. 


Electrical  equipment 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earning 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabiliti 

Emerson  Electric 

60/59 

1 

20.7% 

19.9% 

7.0% 

8.6% 

3 

8.2% 

11.3% 

4 

7.8% 

6.5% 

very  hig 

General  Electric 

34/25 

2 

20.2 

18.5 

6.0 

8.5 

11 

3.7 

0.5 

2 

10.2 

5.4 

very  hig 

Square  D 

80/» 

3 

19.5 

16.3 

30.9 

6.6 

2 

8.5 

2.2 

10 

-1.9 

-15.4 

very  I01 

National  Service 

35/26 

4 

19.5 

18.1 

2.5 

5.7 

4 

7.7 

11.0 

3 

9.3 

10.0 

very  hig 

Harvey  Hubbell 

-    •  /• 

5 

17.4 

17.8 

1.0 

9.1 

9 

3  9 

8.7 

6 

7 : 

11.6 

high 

WW  Grainger 

•  /• 

6 

16.7 

15.2 

4.7 

6.4 

5 

6.3 

7.6 

7 

4.8 

7.0 

averagi 

Westinghouse 

na/na 

7 

16.1 

15.5 

15.2 

5.6 

6 

6.1 

4.0 

5 

7.4 

13.8 

high 

Raychem 

•  /• 

8 

15.5 

9.5 

16.8 

4.5 

1 

11.5 

9.3 

8 

-1.0 

-7.9 

very  lo* 

General  Signal 

22/18 

9 

14.4 

11.5 

10.7 

5.8 

8 

4.4 

2.2 

9 

-1.2 

-2.2 

very  lo' 

Cooper  Industries 

39/49 

10 

14.4 

9.6 

12.6 

4.6 

7 

5.1 

34.3 

11 

-18.3 

26.9 

average 

Robertshaw  Controls 

•  /• 

11 

11.3 

17.2 

19.4 

5.8 

9 

3.9 

-1.2 

1 

16.7 

-0.5 

averag* 

Midland-Ross 

36/32 

12 

1.5 

def 

69.4 

def 

12 

-3.7 

-17.2 

NM 

P-D 

NM 

Industry  medians 

16.4 

15.9 

11.7 

5.8 

5.6 

5.8 

6.0 

6.0 

All-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

•  90%  or  more  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit  PD:  Segment  profit,  total  deficit  P-D:  Profit  to  deficit,  def:  Deficit 
NA:  Not  available.    NM:  Not  meaningful    For  further  explanation,  see  page  56. 
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Sculptural  grace  with  structural  strength.  An  F/A-18  fighter  speedbrake. 
Formed  in  graphite,  to  be  lighter  than  aluminum.  Yet  stronger  than  steel. 

NORTHROP 

Making  advanced  technology  work 
1840  Century  Park  East,  Los  Angeles,  CA  90067-2199  USA 


ELECTRIC 
UTILITIES 

Price  wars  in  the  utility 
business?  Is  nothing 
sacred?  Believe  it:  The  free 
market  is  fast  arriving. 


By  Catherine  Tang 


It's  like  a  thread  in  a  sweater.  If  you  pull  it,  it's 
going  to  come  undone,"  says  Philip  O'Connor,  outgo- 
ing chairman  of  the  Illinois  Commerce  Commission. 
O'Connor  is  talking  about  what  the  emerging  free  market 
in  electric  utilities  may  do  to  the  established  regulatory 
environment. 

"We're  seeing  the  tip  of  the  iceberg  of  an  unprecedented 
competitive  environment,"  says  Stanley  Skinner,  chief 
financial  officer  of  Pacific  Gas  &.  Electric.  "We  have  to 
posture  ourselves  to  deal  with  it." 

Many  utilities  have  already  felt  the  sting  of  competition. 
Wisconsin  Electric  Power  Co.  took  away  the  city  of  Gene- 
va, 111.  from  Commonwealth  Edison  Co.  in  an  agreement 
struck  last  year,  after  Commonwealth  raised  its  rates. 


Archer-Daniels-Midland  Co.  in  Decatur,  111.  opted  to  build 
its  own  power  plant  rather  than  take  a  rate  hike  from 
Illinois  Power  Co.'s  Clinton  nuclear  plant. 

Gulf  States  Utilities  of  Beaumont,  Tex.  figures  it  may 
lose  up  to  680  megawatts  of  existing  sales,  more  than  $20 
million  annually,  over  the  next  three  years  to  nonutility 
companies  that  are  generating  their  own  electricity  and,  in 
some  cases,  selling  it  to  other  companies. 

Behind  it  all  is  the  historic  blunder  the  utilities  made 
pre-OPEC.  Plant  construction  begun  then,  on  assumptions 
of  7%  annual  demand  growth,  came  into  use  when  growth 
had  fallen  to  2%.  Huge  construction  costs  went  into  rate 
bases,  driving  up  rates.  Big  users  went  looking  for  an? 
alternative. 

At  the  same  time,  the  electric  utilities  were  trying  to 
peddle  their  surplus.  Virtually  all  of  them  have  some,  says 


Electric  utilities 


Tardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 
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Earnings  per  share 

%  in 

latest 

debt  as 
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latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnin 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabili 

Northeast 

New  England  Electric 

•  /• 

1 

16.4% 

18.4% 

153.2% 

11.6% 

20 

9.6% 

-3.6% 

6 

13.0% 

10.7% 

very  hi, 

United  Illuminating 

•  /• 

2 

16.2 

17.2 

99.4 

19.4 

18 

10.7 

0.5 

7 

9.6 

6.8 

high 

Commonwealth  Energy  64/68 

3 

16.0 

16.7 

77.5 

6.2 

13 

11.4 

-3.6 

4 

14.0 

-13.4 

averag 

Long  Island  Lighting 

81/« 

4 

14.4 

16.8 

93.5 

24.2 

9 

12.5 

5.4 

17 

4.7 

23.3 

very  hi 

Northeast  Utilities 

89/» 

4 

14.4 

18.9 

161.9 

14.4 

3 

13.7 

0.7 

1 

19.8 

2.9 

very  hi 

Central  Hudson  G&E 

86/88 

6 

14.4 

15.9 

90.7 

11.1 

1 

14.4 

-2.5 

13 

6.0 

-1.1 

very  hi 

Consolidated  Edison 

80/87 

7 

14.4 

14.2 

51.6 

10.5 

15 

11.3 

-2.5 

3 

16.2 

-0.9 

very  hi) 

•  90%  or  more.  DD:  Segment  deficit,  total  deficit. 
For  further  explanation,  see  page  56 


DP:  Segment  deficit,  total  profit    PD:  Segment  profit,  total  deficit    P-D:  Profit  to  deficit.    NA:  Not  available. 
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Don't  Be 
BoundToA 
Single  Solution. 

Too  many  vendors  have  a 
vested  interest  in  tying  you  into  pro- 
prietary technology.  Which,  down 
the  road,  can  leave  you  with  a  rather 
knotty  problem. 

The  solution  is  flexibility. 
From  a  vendor  whose  only  vested 
interest  is  solving  your  problem. 

Enter  Corvus.  Exit  chaos. 

The  battleground  is  your  office. 
The  dilemma:  how  to  successfully 
manage  information.  So  people  will 
interact  more  efficiently.  Dissimilar 
machines  and  systems  will  work 
together.  And  capital  equipment  will 
be  shared  by  departments  and  work 
groups. 

The  single  solutions  you're 
offered  are  local-area  networks  or 
multi-user  computers.  And  while  they 
are  fighting  each  other,  you  have  to 
survive  the  war. 

Unless  you  talk  to  Corvus. 

Because  our  expertise  crosses 
both  networking  and  multi-user  sys- 
tems, we'll  apply  whichever  solution 
best  suits  your  purposes.  Instead  of 
which  best  suits  ours. 

You'll  get  a  system-wide  solu- 
tion. One  that's  cost-effective.  And  has 
the  flexibility  to  give  you  the  benefits 
of  multiple  technologies. 

If  you  have  to  solve  a  tightening 
office  productivity  problem,  call  us 
toll-free  at  (800)  4-CORVUS.  We'll 
show  you  how  our  multiple  tech- 
nology approach  is  the  most  cost- 
effective  way  to  free  the  ties  that  bind. 

Corvus 

Corporate  Headquarters:  2100  Corvus  Drive, 

San  Jose,  CA  95124.  (408)  559-7000. Telex:  278976. 

European  Offices:  Corvus  ( U .  K . ) ,  Ltd.,  #7  Fairmile,  Henley  on  Thames, 
Oxfordshire,  England  RG9  2JR.  Phone:  0491  571100.Telex:  847282. 
Geneva  Corvus  Systems,  S. A., 47A,  Rue  de  Lausanne,  CH  1201  Geneva, 
Switzerland.  I'hone:  327289.Telex:  27699. 


Jerry  Milboum,  director  of  the  division  of  electric  power 
application  review  at  the  Federal  Energy  Regulatory  Com- 
mission (FERC). 

Nationally,  it  amounts  to  a  huge  glut:  roughly  5%  of 
total  U.S.  capacity,  or  enough  to  light  the  entire  state  of 
New  York. 

Further,  there  is  competition  that  was  unheard  of  a  few 
years  ago.  For  example,  from  nonutilities  such  as  cogen- 
erators,  which  are  not  regulated.  Utilities  grumble  that  the 
1978  Public  Utilities  Regulatory  Policies  Act  (PURPA), 
which  requires  a  utility  to  buy  power  from  a  nonutility, 
gives  cogenerators  an  edge. 

"We  need  a  more  level  playing  field,"  says  Jeff  Sterba, 
manager  of  strategic  planning  at  Public  Service  Co.  of  New 


Mexico.  "There  should  be  no  distinction  between  a  cogen 
erator  and  a  utility  when  it  comes  to  selling  power." 

Or  take  industrial  companies  that  generate  their  own| 
electricity  and  sell  the  surplus.  Says  PG&E's  Skinner 
"We're  willing  to  meet  the  challenge  of  competition,  but 
we  have  to  have  the  flexibility  to  set  our  own  prices.  Wi 
shouldn't  have  to  go  into  the  ring  with  both  hands  tie 
behind  our  backs." 

The  fact  is,  free-market  forces  now  operate  in  wholesale 
electricity  (retail  distribution  remains  regulated).  With  the 
genie  out  of  the  bottle,  the  FERC,  which  regulates  bulk 
power  sales  between  utilities,  is  considering  easing  regula 
tion  of  wholesale  power. 

Who  would  fare  best  in  a  totally  free  wholesale  powen 
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•  90%  or  more.  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit  PD:  Segment  profit,  total  deficit  P-D:  Profit  to  deficit.  NA:  Not  available. 
For  further  explanation,  see  page  56. 
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narket?  Mainly  utilities  with  low-cost  surpluses,  such  as 
I  3uke  Power  of  Charlotte,  N.C.  Duke  can  offer  highly 
Competitive  prices  when  its  1,145-megawatt  Catawba  2 

Imclear  unit  comes  into  operation  later  this  year  (the 
[company  started  up  an  equally  large  unit  last  year). 

|  Or  Public  Service  of  New  Mexico,  which  will  have  up  to 

>00  megawatts  of  cheap  excess  to  sell  from  its  share  of  the 
jl'alo  Verde  nuclear  units.  Others:  The  Southern  Co.  of 
Atlanta,  American  Electric  Power  Co.  of  Columbus. 

All  this  may  not  affect  utility  earnings  immediately, 
nut,  says  Ernest  Liu  of  Goldman,  Sachs,  "in  the  next  two 
br  three  years,  investors  ought  to  be  aware  that  the  rules 

ire  changing."  Clearly,  this  once  cut-and-dried  industry 

las  to  be  looked  at  in  a  different  way. 


"Bondholders  and  credit-rating  agencies  still  think  of 
the  quality  of  utility  securities  in  terms  of  the  ability  to 
obtain  traditional  rate  relief,  when,  in  fact,  the  opposite  is 
true,"  says  regulator  O'Connor.  "Now  the  quality  of  a 
utility's  security  is  enhanced  by  management's  capacity  to 
respond  to  competition." 

How  to  do  that?  "Maintain  flexibility,"  says  William 
Berry,  chairman  of  Richmond,  Va. -based  Dominion  Re- 
sources. "Don't  get  involved  in  large  construction  pro- 
grams that  are  hard  to  adjust.  Position  yourself  to  react 
quickly.  Most  important,  be  the  low-cost  producer." 

That's  ho-hum  stuff  to  most  any  other  industry,  of 
course.  But  utility  executives  are  just  learning,  some  of 
them  the  hard  way.  Thomas  Edison,  meet  Adam  Smith.  ■ 
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The  timing  couldn't  be  bettei 
for  making  the  investment 
in  the  Gulf  stream  III. 


(  We'll  come  right  to  the  point. 

If  the  capital  investment  strategies  of  your  orga- 
jization  include  the  acquisition  of  a  new  long-range 
Icecutive  jet  in  the  near  future,  the  time  to  buy  it 
I  now. 

I  And  we'll  make  another  recommendation. 
I  The  airplane  to  buy  is  the  Gulfstream  III. 

|  If  you're  the  executive  we  think  you  are,  you've 
ad  your  financial  and  aviation  people  talking  to 
arious  manufacturers.  They've  surely  reported 
lere's  a  buyer's  market  in  the  business  jet  business 
lese  days. 

Depending  on  the  make  of  airplane  and  the 
ptions  you  want  in  it,  you  don't  have  to  wait  very 
)ng  to  take  delivery.  And  while  you  can't  exactly 
ame  your  own  price,  some  manufacturers  have 
nnounced  price  reductions  lately. 
All  things  considered,  you  probably  can  get  into 
nice  little  jet  that  the  brochure  says  will  take  you 
oast-to-coast  for  an  initial  investment  starting  around 
5  million. 

Since  we  can't  hide  the  fact  that  a  Gulfstream  III 
osts  substantially  more  than  $5  million,  how  can 
ve  justify  our  position  that  you  buy  one? 
More  importantly,  how  could  you  justify  your 
ecision  to  buy  a  Gulfstream  III  instead  of  a  nice 
ttle  jet? 
That's  easy. 

It  comes  down  to  the  airplane  itself. 

One  of  the  things  your  evaluations  should  be  telling 
'ou  is  that  you  can't  buy  an  airplane  designed  for 
xecutive  travel  and  available  today  that  is  more 
)roductive  than  the  Gulfstream  III. 

No  other  business  jet  can  fly  more  people  to  more 
)laces  in  the  world  in  less  time,  has  a  bigger  and 
nore  comfortable  cabin,  has  engines  more  reliable 
ind  systems  more  dependable,  and — if  history  is  any 
ndication — will  retain  more  of  its  original  invest- 
nent  value  over  the  years  you  have  it  in  service. 

That  brings  us  to  our  next  point. 

To  get  an  airplane  that  will  do  more  than  the 
3ulfstream  III,  you'll  have  to  wait  at  least  three 
/ears,  if  not  longer. 

You  see,  the  only  business  jet  on  the  horizon  that 
s  going  to  really  surpass  the  Gulfstream  III  in  total 
performance,  size  and  advanced  systems  technology 
s  our  own  Gulfstream  IV,  which  is  now  in  its  flight 
:est  program. 

Despite  the  fact  that  the  Gulfstream  IV  is  not  even 
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in  service  yet,  we  have  a  backlog  of  more  than  85 
orders  for  it.  So,  unless  you're  already  on  our  list  of 
Gulfstream  IV  owners,  it  will  be  sometime  in  1989 
or  1990  before  you  could  reasonably  expect  to  take 
delivery  of  one. 

Between  then  and  now,  however,  you  could  be 
taking  advantage  of  all  the  advantages  that  have 
always  come  with  every  Gulfstream  executive  jet. 

With  a  Gulfstream  III,  there  would  be  virtually 
no  limits  to  where  you  could  go  to  conduct  business. 
The  Gulfstream  III  will  fly  at  least  8  passengers  and 
baggage  over  4,200  statute  miles  non-stop  in  about 
8.5  hours. 

You  couldn't  do  it  any  faster  in  an  airliner. 

You  couldn't  do  it  at  all  in  any  other  corporate  jet. 

With  a  Gulfstream  III,  you'd  be  able  to  take 
along  more  of  the  key  people  who  can  help  you  get 
more  done  more  effectively  and  efficiently. 

The  superior  cabin  size  of  the  Gulfstream  III 
translates  into  better  utilization  of  both  time  and 
the  airplane,  not  to  mention  optimum  comfort  and 
convenience  for  everyone  on  board. 

When  it  comes  to  executive  jet  cabins,  bigger  is 
better.  And  biggest  is  best. 

With  a  Gulfstream  III,  you  would  have  an  airplane 
that's  going  to  be  ready  and  able  to  go  anywhere, 
anytime,  with  only  routine  maintenance. 

The  legend  of  superb  engine  and  systems  reliability 
is  based  on  the  unequalled  history  of  more  than  2 
million  flight  hours  by  the  Gulfstream  jet  fleet  over 
the  past  two  decades. 

No  other  business  jet  is  so  experienced. 

One  last  point. 

We  know  you  know  we're  biased  about  the 
Gulfstream  III.  So  ask  any  of  the  world's  most  impor- 
tant corporations  and  governments  that  currently 
operate  over  175  Gulfstream  Ills  every  day  into  every 
corner  of  the  world  what  they  think  of  it. 

They'll  tell  you  it  is  simply  a  superlative  airplane 
that  does  everything  well. 

Do  you  really  want  anything  less? 

Discuss  how  soon  you  can  get  into  a  Gulfstream  III 
with  Henry  M.  Stumpf,  Jr.,  Senior  Vice  President, 
Gulfstream  Marketing.  You  can 
reach  him  at  (912)  964-3274. 

Go  ahead.  Call  him  today. 

The  timing  couldn't  be  better.  VMjJj 

Gulfstream 
Aerospace 


FINANCIAL  SERVICES 

The  market  set  records  last  year. 

How  come  brokers'  earnings  didn't  do  the  same? 


By  Matthew  Schifrin 


If  you  ask  our  president  if  we're  going  public,  he'll  say, 
'We're  private,  we  like  being  private,  and  there's  noth- 
ing that  tells  us  we'd  be  happy  as  anything  else,'  "  says 
a  vice  president  of  Smith  Barney,  Harris  Upham  &  Co. 
True.  (We  called  Smith  Barney  President  George  Vonder 
Linden,  and  that's  exactly  what  he  said.) 


"When  two  vice  presidents  meet,  though,"  the  Smit 
Barney  vice  president  goes  on,  "they  ask,  'When  arc  w 
selling  out?'  " 

With  Wall  Street  setting  records  and  brokerage  stocks  u 
35%  since  the  beginning  of  the  year,  a  lot  of  brokers  ar 
asking  that  question.  In  October  62-year-old  Bear,  Steam 
went  public,  and  others  could  follow  this  year. 

Smith  Barney  comes  to  mind  partly  because  it  is  alread 


Yardsticks  of  management  performance 


Profitability 
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Return  on  equity 
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latest 
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12 
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12 
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12 
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sales/profits 

rank 
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equity 
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rank 
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rank 

average 
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stahil 

Finance  companies 

Student  Loan 

•/• 

1 

38.2% 

29.3% 

1440.9% 

9.4% 

2 

49.2% 

8.7% 

2 

64.5% 

29.6% 

very  h 

Equifax 

•/• 

2 

21.4 

20.1 

26.2 

3.3 

6 

8.3 

11.8 

3 

11.2 

1.2 

higll 

Southmark 

61/67 

3 

19.3 

19.6 

115.8 

16.3 

1 

103.2 

15.1 

1 

151.6* 

28.8 

very  h 

American  Express 

68/« 

4 

18.0 

15.3 

83.3 

4.8 

3 

21.9 

22.1 

4 

1.8 

61.5 

low 

Gulf  &  Western  Inds 

40/61 

5 

9.3 

12.6 

49.7 

14.0 

8 

-5.9 

-59.9 

NM 

-7.3 

NIV 

Control  Data 

25/58 

6 

8.7 

def 

301.8 

def 

7 

8.3 

1.8 

5 

-18.5 

P-D 

low. 

Cigna 

38/pd 

7 

6.6tt 

3.1 

7.0 

1.1 

5 

9.3 

14.9 

NM 

60.3 

NM 

Beneficial  Corp 

«/• 

8 

4.4 

9.0 

399.3 

4.0 

9 

-7.7 

-13.6 

NM 

-18.2 

NM 

Fedl  Natl  Mortgage 

•/DD 

9 

def 

def 

4342.2 

def 

4 

16.9 

13.9 

NM 

D-D 

NM 

Medians 

9.3 

12.6 

115.8 

4.0 

9.3 

11.8 

-18.5 

1.2 

Brokerage  houses 

Phibro-Salomon 

11/68 

1 

27.5% 

11.9% 

27.1% 

1.1% 

6 

10.8% 

-8.2% 

3 

-5.9% 

-39.1% 

very  lc 

First  Boston 

•/• 

2 

27.1 

22.0 

42.3 

4.9 

2 

38.0 

30.6 

1 

31.0 

36.8 

averaj 

EF  Hutton  Group 

72/dv 

3 

24.0 

8.7 

72.9 

2.1 

3 

28.0 

29.1 

4 

-7.0 

49.3 

very  lc 

Merrill  Lynch 

85/59 

4 

18.0 

9.0 

104.0 

2.9 

4 

23.6 

14.0 

2 

-5.5 

500.0  + 

very  lc 

Paine  Webber  Group 

•/• 

5 

15.9 

8.6 

74.6 

1.8 

5 

13.2 

21.4 

5 

-7.2tt 

120.8 

very  lc 

Bear  Stearns  Cos 

•/• 

NA 

NA 

0.0 

5.6 

1 

58.0}* 

NA 

NA 

NA 

NA 

Medians 

24.0 

9.0 

57.6 

2.5 

25.8 

21.4 

-5.9 

49.3 

Commodity  traders 

Phibro-Salomon 

88/31 

1 

27.5% 

11.9% 

27.1% 

1.1% 

1 

10.8% 

-8:2% 

1 

-5.9% 

-39.1% 

very  lo 

Commercial  Metals 

70/29 

2 

11.6 

7.3 

27.1 

0.9 

4 

-3.5 

-13.0 

2 

-12.8 

-5.3 

high 

Kay 

73/35 

3 

8.9 

16.0 

178.6 

0.8 

3 

-1.7 

-21.8 

NM 

123.9 

NM 

Kaiser  Aluminum 

31/DP 

4 

2.4 

def 

104.4 

def 

2 

-0.1 

-30.0 

NM 

P-D 

NM 

Medians 

10.3 

9.6 

65.8 

0.9 

-0.9 

-17.4 

-12.8 

-22.2 

Industry  medians 

17.0 

10.5 

74.6 

2.1 

10.8 

10.3 

-7.1 

15.0 

All-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

•  90%  or  more.  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit  PD:  Segment  profit,  total  deficit  D-D:  Deficit  to  deficit  P-D:  Profit  to  deficit, 
def:  Deficit.    NA:  Not  available.    NM:  Noi  meaningful.    $Four-year  growth.    ttThree-year  average.    ttThree-year  growth    For  further  explanation,  see  page  56. 
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set  up  as  a  closely  held  corporation 
owned  by  its  executives.  L.F.  Roth- 
schild is  expected  to  go  public  within 
the  year.  Other  rumored  possibilities 
include  Kidder,  Peabody  and  Morgan 
\  Stanley  (which  vehemently  denies 
the  possibility). 

Why  now?  Despite  a  classic  bull 
market,  the  brokers'  retail  margins 
were  squeezed,  and  the  big  fees  these 
days  are  in  the  capital  markets,  not 
:  equity.  To  play  the  capital  market 
game  you  need  capital. 

But    how    come    margins  were 
i  squeezed  when  the  Dow  broke  1550, 
:  the  S&P's  500  was  up  27%  and  a  rec- 
!  ord   $1    trillion   worth   of  shares 
t  changed  hands  on  the  exchanges  and 
r  Nasdaq- 
Costs,  for  one  thing.  Brokers  are 
still  stuck  with  fancy  high-tech  of- 
i  fices  and  fat  salary  raises  they  put  in 
during  the  heady  days  of  1982-83.  Be- 
tween 1980  and  1983  their  total  ex- 
penses nearly  doubled.  So,  though 
revenues  since  1983  were  up  25%  to 
last  year's  record  $36  billion,  earnings 
did  not  keep  pace. 

Take  a  look  at  the  tables.  Net  profit 
median  for  brokerage  houses  was  a 
paltry  2.5% .  Earnings  growth  over  the 
last  five  years:  minus  5.9%. 

Wire  houses  like  PaineWebber,  E.F. 
Hutton  and  Merrill  Lynch  were 
squeezed  the  worst  despite  drastic 
cost-cutting.  After  Merrill  Lynch  fired 
nearly  3,000  "support"  staffers — in 
such  departments  as  marketing  and 
advertising  services — it  then  hired  a 
cost-cutting  chief  financial  officer 
from  General  Motors,  Courtney 
Jones,  and  is  moving  to  lower-rent 
New  Jersey  headquarters.  PaineWeb- 
ber replaced  500  brokers  with  360  oth- 
er account  executives  and  shut  or 
merged  18  branch  offices. 

On  the  commission  side,  retail  eq- 
uity sales,  once  brokers'  bread  and 
butter,  are  on  the  rocks.  Individual 
investors  aren't  coming  back,  or  at 
least  not  enough  of  them  are.  Last 
year,  for  the  first  time,  more  than  half 


of  total  trades  involved  10,000  shares 
or  more.  That  means  institutions, 
where  the  commission  dollar  per 
trade  is  much  lower. 

So  why  does  NYSE  President  John 
Phelan  boast  of  the  record  47  million 
Americans  who  own  stock?  They  do, 
but  all  the  growth  in  individual  own- 
ership has  been  in  mutual  funds  over 
the  past  two  years.  And  80%  was  in 
fixed-income  funds,  not  equity  funds. 
Mutual  funds  are  no  help  on  the  com- 
mission side,  either — when  they 
trade,  they  pay  institutional  rates. 

So  the  brokers  are  turning  to  fixed- 
income  underwriting  and  trading, 
mergers  and  acquisitions.  As  interest 
rates  fall,  the  capital  markets  are  the 
place  to  be. 

Corporate  debt  and  equity  under- 
writing should  be  $120  billion  this 
year,  up  from  $82  billion  in  1984.  And 
in  the  wild  and  woolly  municipal 
market,  the  threat  of  tax  reform  has 
prompted  municipalities  and  states  to 
rush  new  issues  to  market — a  record 
$160  billion  last  year,  more  than  half 
again  1984's  volume,  itself  a  record. 

That's  why  the  leaders  in  return  on 
equity,  Phibro-Salomon  and  First  Bos- 
ton, are  also  big  in  the  capital  mar- 
kets. (Phibro's  39.1%  decrease  in 
earnings  per  share  reflects  a  writeoff 
in  1984's  fourth  quarter,  encompassed 
in  its  most  recent  12-month  figure.) 
Together,  they  did  over  $78.5  billion 
in  global  corporate  underwriting  last 
year.  And  that's  why  there  may  be 
another  name  or  two  on  our  list  of 
brokerage  houses  next  year. 

The  opposite  is  true  with  financial 
companies:  The  list  is  getting  smaller. 
In  1983  there  were  15;  this  year  there 
are  9,  and  of  the  original  15,  only  5 
remain. 

"I  don't  think  finance  companies 
can  survive  over  the  next  five  years 
without  being  part  of  a  major  bank  or 
corporation,"  says  Albert  Gamper, 
who  runs  CIT  Financial  (one  of  the  15) 
for  Manufacturers  Hanover. 

Maybe,  but  for  those  remaining, 
lower  interest  rates  and  consumer 
loan  demand  should  have  added  up  to 
a  good  year.  Two  big  players  pulled 
the  medians  down:  Mortgage  lender 
Fannie  Mae  lost  $57  million  in  1984 
and  suffered  this  year  from  more  loan 
losses  and  a  small  exposure  to  trou- 
bled EPIC.  Diversified  Beneficial  took 
some  losses  in  its  property  and  casu- 
alty insurance  subsidiary  and  a  $5 
million  to  $10  million  writedown  in 
its  divestment  of  Western  Auto  Sup- 
ply. Newcomer  Southmark  generated 
that  103%  five-year  sales  growth 
thanks  to  profitable  property  sales 
and  syndications  in  the  Sunbelt  ■ 
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The  picocassette,  by  Dictaphone,  is  the  world's 
smallest  cassette  -  yet  capable  of  recording  up 
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the  new  Exec  "*  recorder.  And  together  they 
bring  a  whole  new  dimension  to  dictation.  Now 
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FOOD  PROCESSORS 

David  k  Fnzier 


Thanks  to  Philip  Morris 
and  R.J.  Reynolds,  these 
stocks  cleaned  up  last 
year.  So  be  wary  of 
them  this  year. 


By  Leslie  Pittel 


If  you  owned  shares  in  a  branded  foods  company  last 
year,  chances  are  you're  smiling  now.  How  about  this 
year?  Beware. 


Takeover  fever  is  driving  these  stocks  now,  and  analyst 
like  Ronald  Strauss  of  Chicago-based  William  Blair  &.  Cc 
are  leery.  "There  is  a  lot  of  fluff  in  many  of  those  prices, 
he  says. 

Don't  look  for  too  many  more  deals  like  R.J.  Reynolds 


Food  processors 
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Food  commodities 

Savannah  Foods 

•/• 

1 

35.1% 

16.6% 

35.9% 

2.6% 

3 

9.5% 

7.3% 

1 

20.1% 

-12.1% 

low 

Pioneer  Hi-Bred  Intl 

•/• 

2 

22.8 

26.0 

4.5 

12.5 

2 

14.5 

14.7 

4 

6.2 

47.9 

low 

Zapata 

25/25 

3 

17.0 

0.5 

121.9 

0.9 

11 

-5.7 

-9.1 

6 

2.8 

-91.6 

very  1 

Ralston  Purina 

44/18 

4 

16.8 

27.3 

24.3 

4.4 

9 

0.9 

17.8 

2 

14.6 

17.5 

avera 

CPC  International 

37/21 

5 

16.7 

11.0 

29.4 

3.5 

8 

2.0 

-1.9 

8 

-2.3 

5.7 

very  1 

Archer-Daniels 

•/• 

6 

14.9 

10.6 

31.6 

3.7 

1 

15.6 

5.1 

7 

2.7 

60.2 

very  1 

Intl  Multifoods 

56/65 

7 

14.5 

12.3 

40.9 

2.2 

7 

2.4 

14.2 

5 

3.4 

15.3 

very  1 

Staley  Continental 

85/na 

8 

14.3 

0.8 

30.9 

0.2 

5 

5.3 

26.5 

11 

-19.9 

-84.9 

very  L 

Federal  Co 

87/« 

9 

12.6 

15.6 

15.4 

2.9 

4 

7.6 

-5.9 

3 

11.5 

-16.2 

low 

Anderson,  Clayton 

36/49 

10 

8.9 

2.5 

3.3 

0.8 

10 

-1.8 

6.8 

9 

-8.3 

-45.3 

low 

DeKalb  AgResearch 

74/41 

11 

8.8 

5.3 

35.5 

3.5 

6 

5.1 

-12.9 

10 

-14.3 

-31.7 

avera, 

Medians 

14.9 

11.0 

30.9 

2.9 

5.1 

6.8 

2.8 

-12.1 

•  90%  or  more.  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit  D  P:  Deficit  to  profit 
P-D:  Profit  to  deficit,  def:  Deficit  N.V  Not  available.  NM:  Not  meaningful.  tFour-year  average.  tFour-vear  growth.  ^Three-year  growth.  For  further  explanatioi 
see  page  56. 
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Budget 


rent  a  car 


The  economy 
of  luxury. 

$399S 


AMY 


The 

luxury  of 
economy. 

$9095 


A  DAY 


At  Budget,  we  have  the  cars  and  prices  you  want. 
When  you  want  economical  luxury,  reserve 
one  of  our  20,000  big  roomy  Lincoln  Town  Cars. 
Or  for  luxurious  economy,  we  have  the  spacious 
5-door  Lynx  (or  similar  car)  at  a  special  price. 


For  reservations  and  information  see  the  Yellow 
Pages,  contact  your  travel  consultant  or  call 
Budget:  800-527-0700. 


Rent  a  Car 


Use  your  Sears  credit  card  ar  autho 
nzed  distnbulion  centers  located  in 
most  Budget  offices  For  reservations 
call  toll  tree  800  527  0770 


The  $39.95  Lincoln  and  the  $29.95  Lynx  are  special  promotional  rates  and  surcharges  may  apply  in  certain  cities.  Rates  subject  to  change 
without  notice.  Refueling  services,  taxes,  optional  coverages  additional.  Car  must  be  returned  to  renting  location.  24  hour  advance 
reservation  and  normal  rental  requirements  apply.  2  or  3  day  minimum  length  of  rental  applies  to  weekend  rates.  Offer 
available  at  participating  locations  only.  Call  the  Budget  reservation  center  for  availability  and  full  details.  Lower  rates 
in  certain  Florida,  Hawaii  and  other  resort  markets.  Rates  slightly  higher  in  New  York  City. 
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$5  billion  acquisition  of  Nabisco,  the  $6  billion  Philip    industry  growing  at  2%  annually  at  best,  one  of  the  fei 
Morris/General  Foods  deal  or  Beatrice  Cos.'  $6  billion    ways  to  get  much  bigger  is  through  acquisition.  And  th 
leveraged  buyout.  This  doesn't  mean  that  there  won't  be    best  way  is  to  stay  inside  the  food  business, 
further  consolidation  in  this  low-growth  industry.  It  just       Take  Dean  Foods,  second  in  profitability  in  brande 
means  that  more  multibillion-dollar  takeovers  are  unlike-    foods  behind  longtime  leader  Kellogg.  Over  half  of  Dean' 
ly.  "The  prices  are  now  just  too  high,"  says  John  Bryan  Jr.,    growth  to  $1  billion-plus  in  sales  this  year  has  come  tror 
chairman  of  $8  billion  Sara  Lee  Corp.                               acquisitions,  mostly  in  food. 
So  the  consolidation  will  be  on  a  smaller  scale.  But  in  an       Food  processors  who  bought  toy  companies  and  the  lik. 

Food  processors 

Yardsticks  of  management  performance 

Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 
— segment — 
Company  sales/profits 

latest      debt  as  net 
5-year      12          %  of  profit 
rank        average    months    equity  margin 

latest 
5-year  12 
rank        average  months 

latest 
5-year  12 
rank        average  months 

earni 
stabi 

Meatpacking 

Swift  Independent  •/• 
Occidental  Petroleum  41/na 
Monfort  of  Colorado  •/• 
Tyson  Foods  84/na 
Smithfield  Foods  •/• 

1  23.7%  t      def         67.8%  def 

2  20.1         12.7%      89.3  4.1% 

3  17.6         18.2         15.8  1.0 

4  14.9         40.7        103.6  3.1 

5  13.7         15.8       201.5  0.7 

6            7.1%  6.7% 
4           11.9  -9.9 

2  19.0  1.7 

3  14.7  51.4 
1           31.2  44.5 

4          -8.4%  t  P-D 
7        -31.2  -17.6% 
2           22AU  -4.9 
1           40.0  89.3 
6         -16.6  177.6 

very 
aver. 

hig 
aver, 
aver. 

Idle  Wild  Foods                86/  2 
George  A  Hormel  •/• 
Thorn  Apple  Valley  */dd 
United  Brands  55/32 
Wilson  Foods  «/dd 

6  13.3         12.7         25.7  0.9 

7  13.0         11.4         20.0  2.2 

8  11.3          def       106.0  def 

9  0.4         10.4         55.0  1.1 
10            def          def       128.3  def 

7  5.5  18.2 

8  1.0  2.4 
5            8.9  -2.0 

10           -4.1  -3.0 

9  -3.3  -18.6 

5          -8.6  79.7 
3          -1.8  -6.7 
NM  P-D 
NM  77.3 
NM  D-D 

lov 
Icrt 
N> 
N> 
NA 

Medians 

13.5         12.1         78.6  1.0 

8.0  2.1 

-12.6  -5.8 

Branded  foods 

Kellogg  •/• 

Dean  Foods  •/• 
RI  Reynolds  Inds  42/22 
ConAgra  64/69 
HI  i  : ■  a/a 

1  27.5%      54.9%       74.7%  9.5% 

2  24.1         23.6         27.6  3.0 

3  24.0         24.6         25.3  10.3 

4  21.9        20.9         54.4  1.7 

5  9D  3           73?           99  9         «  8 

18            6.0%  12.8% 

4  12.0  13.7 

5  11.8  6.8 
1           38.6  39.3 

10            9.3  1.0 

t  a                n  co/          o  a  no/ 
14               9.5 /o  o4.U7o 

2  21.2  20.7 
8           12.8  48.3 

13          10.2  53.6 

3  15.4  10.9 

very  f 
very  H 
hi& 
hig 
avers 

Hershey  Foods  77/82 
General  Mills  64/74 
Flowers  Industries  •/• 
McCormick  •/• 
Curtice-Burns  •/• 

6  19.7         16.8          18.9  5.6 

7  19.5          def         43.9  def 

8  19.2         19.4         74.7  4.2 

9  18.6         11.1         39.6  3.2 
10            18.5         15.8        182.7  1.5 

8             9.7  7.9 
12             8.8  -22.7 
3           14.1  3.6 
7           11.2  10.5 
2            14.6  -0.4 

7           12.9  6.6 
11            1 1 .9  F-D 
5           14.7  17.7 
1           22.9  -55.4 

A                          1  A    O                        1  f\  C 

4           14.8  -10.5 

very  h 
very  h 
very  h 
higl 
very  h 

Sara  Lee  31/31 

PepsiCo  35/49 
Ralston  Purina  37/62 

CPC  International  58/76 

v,  1  V— .  il  1  I  ^  l  1  1  <J  '  1  >  il  1  il  1                         JO/  /  U 

11            18.4         19.9         43.5  2.6 

1*7                171             17  6                  6  AH 

13  16.8         29.2         37.0  6.9 

14  16.8         27.3         24.3  4.4 

15  1A  7            llfl            1Q  A          1  5 

lO                   1 0.  /                11.  U  O.D 

15             7.9  12.0 
6            11.7  14.3 
11             8.9  -6.1 
24             0.9  17.8 
22             2.0  -1.9 

9           12.4  11.1 
14            9.9  12.2 
24          ^3.0  171.7 

6          14.6  17.5 
23          -2.3  5.7 

very  h 
very  h 
very  1 
avera 
very  1 

Gerber  Products  45/na 
Quaker  Oats  82/82 
Beatrice  74/64 
Universal  Foods  54/na 
Campbell  Soup  •/• 

16  16.5         15.1         21.5  5.5 

17  15.9        20.9         20.4  4.5 

18  15.8         19.7        109.8  3.4 

19  15.6         14.5         39.3  3.5 

20  15.2         15.7         21.5  5.0 

13             8.7  7.7 
13             8.7  1.5 
17            6.8  26.0 
16             7.7  14.6 
9             9.7  9.1 

10          12.3  1.6 
22            2.6  16.4 
20           4.3  4.4 
17            8.2  46.8 
16            8.4  3.2 

very  h 
very  1 
very  I 
low 
higl 

Dart  &  Kraft  70/63 
Wm  Wrigley  Jr  •/• 
Intl  Multifoods  25/26 
Borden  68/58 
Anderson,  Clayton  55/39 

21  14.9         17.1         20.1  4.6 

22  14.9         18.5          0.0  6.9 

23  14.5         12.3         40.9  2.2 

24  13.4         13.9         31.0  4.1 

25  8.9          2.5          3.3  0.8 

23             1.7  -0.8 

20  2.5  2.9 

21  2.4  14.2 
27             0.0  0.5 
29           -1.8  6.8 

19            5.6  8.4 
18            5.9  8.5 
21            3.4  15.3 
11           10.6  5.2 
27          -8.3  -45.3 

avera 
avera 
very  1< 
very  h 
low 

IC  Industries  27/24 
American  Maize  78/* 
United  Brands  38/47 
American  Bakeries  •/• 
Interstate  Bakeries  •/• 
Winn  Enterprises  «/71 

26  8.6          7.9         92.2  2.8 

27  8.4          1.0         81.3  0.2 

28  0.4         10.4         55.0  1.1 

29  def         12.2         24.9  1.2 

30  def           7.2         40.5  0.7 
NA          def       453.7  0.0 

25  0.6  12.9 

26  0.1  13.1 
30           -4.1  -3.0 
28           -1.5  -6.4 
19            3.1  2.1 

NA  38.3 

25  -3.9  -33.8 

26  -5.9  -89.0 
NM  77.3 
NM  26.1 
NM  D-P 
NA  P-D 

very  lc 
very  k 
NM 
NM 
NM 
NA 

Medians 

16.6         15.8         39.3  3.5 

7.8  7.7 

9.0  9.7 

Industry  medians 

15.8         14.2         36.5  3.0 

7.1  6.8 

4.3  6.6 

All-industry  medians 

13.7         12.7         36.6  3.8 

6.9  4.3 

0.3  -6.0 

•  90%  or  more-    DD:  Segment  deficit,  total  deficit.    DP:  Segment  deficit,  total  profit.    PD:  Segment  profit,  total  deficit     D-D:  Deficit  to  deficit     D-P:  Deficit  to  profit 
P-D:  Profit  to  deficit    def:  Deficit.    NA:  Not  available.    NM:  Not  meaningful.    fFour-vear  average.    $Four-vear  growth.    ttThree  vear  growth    For  further  explanation 
see  page  56. 
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u . . .  the  Sherry-Netherland  is 
a  distinguished  hotel  with  an 
aura  of  grandeur  all  it's  own. 
The  accent  is  unquestionably 
continental  and  the  atmosphere 
is  sedate  and  elegant  throughout 
the  hotel ...  The  rooms  are 
lovely  and  the  location  chic? ' 

Fodor's  New  York  City  1985 


A  big  imponderable  for  those  on 
the  list  is  the  fate  of  those  no 
longer  there.  Will  General  Foods 
and  Nabisco  be  tougher 
competitors  now  that  they  are 
owned  by  tobacco  companies 
with  deep  pockets?  DL J  analyst 
William  Leach  isn't  so  sure. 
"When  the  players  get  bigger ; 
they  get  less  concerned  with  cost 
control/*  he  says.  "Look,  at  the 
brokerage  industry.  First  you 
have  all  these  mergers.  Wee 
Sears  and  Dean  Witter.  The 
next  thing  you  know,  earnings 
are  down.** 


haven't  done  nearly  as  well.  In  fact, 
most  of  the  top  15  profitability  per- 
formers on  the  branded  foods  list  did 
better  in  foods  than  out.  Bryan's  Sara 
Lee,  which  has  Hanes  hosiery  and 
Coach  Leatherware,  is  one  of  the  few 
companies  to  be  successful  with  out- 
side acquisitions,  mainly  because  it 
has  always  been  able  to  keep  top  man- 
agement aboard. 

Branded  foods  companies  have 
benefited  for  two  straight  years  from 
falling  commodities  prices — corn  was 
down  9%  last  year;  soybeans,  17%; 
and  wheat,  15% .  This  year  prices  will 
probably  be  stable.  Poultry  consump- 
tion is  expected  to  equal  beef  con- 
sumption for  the  first  time,  according 
to  USDA  estimates,  benefiting  chick- 
en producers  like  Federal  Co.  but 
bringing  more  bad  news  for  those 
companies  in  the  depressed  meat- 
packing industry. 

Many  companies  in  all  three  indus- 
try subgroups  would  benefit  from  the 
weakening  dollar.  Take  CPC  Interna- 
tional, which  often  gets  more  than 
half  its  earnings  from  abroad.  Others 
likely  to  benefit  include  Dart  &.  Kraft 
and  H.J.  Heinz. 

Tax  reform  could  also  be  a  big  plus. 
Because  many  of  these  companies 
can't  take  advantage  of  investment 
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tax  credits,  they  are  now  highly  taxed. 
Lowering  the  corporate  rate,  says  Bry- 
an, could  mean  "at  least  a  10%  in- 
crease in  earnings." 

A  big  imponderable  for  those  on  the 
list  is  the  fate  of  those  no  longer  there. 
Will  General  Foods  and  Nabisco  be 
tougher  competitors  now  that  they 
are  owned  by  tobacco  companies  with 
deep  pockets?  Donaldson,  Lufkin  & 
Jenrette  analyst  William  Leach  isn't 
so  sure.  "When  the  players  get  bigger, 
they  get  less  concerned  with  cost  con- 
trol," he  says.  "Just  look  at  the  bro- 
kerage industry.  First  you  have  all 
these  large  mergers,  like  Sears,  Roe- 
buck and  Dean  Witter  Reynolds.  The 
next  thing  you  know  earnings  are 
down." 

Food  processors  have  always  been 
considered  good  defensive  stocks  if 
you're  worried  about  the  economy. 
People  always  have  to  eat,  and  these 
companies  always  had  solid  balance 
sheets.  Their  debt-to-equity  ratios 
were  usually  below  those  of  U.S.  in- 
dustry as  a  whole. 

But  take  note:  Largely  because  of 
acquisitions  and  antitakeover  share 
repurchases  last  year,  debt  for  these 
companies  now  equals  36.5%  of  equi- 
ty, or  about  the  same  as  the  all-indus- 
try median.  ■ 


Some 
things  never 
change  at 
The  Sherry... 
We  and  our 
guests  prefer 
to  keep  it 
that  way. 


~  G7/le  ~ 
SH€RRY~N£TH£RtAND 


On  the  Park  at  Fifth  &  59th 

Avenue.  N  Y ,  NY  10022 

(212)  355  2800 
i)  223  0522 


"The  overall  throughput  speed  of  the 
XP  is  tremendous.  If  top  speed  and  excellent 
memory  management  are  important 
requirements  to  you,  look  at  the  XP  before 
you  buy  anything  else." 

—Government  Computer  News  10/11/85 


"I  would  rather  have  an  ITT  XTRA  XP 
on  my  desk  than  an  IBM  PC  AT  This 
powerful  machine  is  operationally  superior 
to  the  AT  in  several  ways  and  costs  less." 

—PC  Magazine  11/12/85 


"The  ITT  XTRA  XP  is  downright 
exciting.  What  makes  this  machine 
special  is  the  way  ITT  souped  it  up." 

—PC  Week  9/17/85* 


"On  the  basis  of  features,  performance, 
or  price,  or  on  just  about  any  rational  basis 
for  judging  the  merits  of  contemporary 
microcomputers  in  this  class,  this  one's 
got  to  be  a  winner." 

—Computer  Buyer's  Guide  and  Handbook  1/86 


©  1985  ITT  Corporation,  320  Park  Avenue,  New  York,  N.Y.  10022      *Copynght  ©  1985  Ziff-Davis  Publishing  Co. 


Take  it  from  the  experts. 

The  new  ITT  XTRA™  XP  is  an  extraordinary  machine — 
etting  an  extraordinary  reception  in  markets  around  the  world. 

It  also  happens  to  be  a  good  example  of  the  kind  of 
inovative  products  and  services  that  ITT  is  concentrating 
lore  and  more  on  these  days. 

Interested  in  learning  other  things  we're  doing?  Phone 
dII  free  1-800-DIAL-ITT  for  a  continuously  updated  message. 


ITT 


It's  a  different  world  today. 


FOOD 

DISTRIBUTORS 

In  the  supermarket 
business,  the  bigger  you 
are  the  more  money  you 
make — up  to  a  point. 


By  Laura  Jereski 


With  the  grocery  business  a  low-growth  industry 
in  a  population-stable  society,  it's  ever  more  of  a 
struggle  to  keep  those  traditionally  thin  margins 
from  disappearing  altogether. 

Last  year  the  regional  supermarket  chains  did  a  better 
job  of  it  than  the  big  chains. 

In  fact,  the  regionals  increased  their  median  return  on 
equity  from  10.5%  in  1984  to  13%  last  year,  and  their  net 
profit  margins  from  0.7%  to  0.9%. 

By  contrast,  major  supermarket  chains  failed  to  equal 
their  five-year  averages  in  return  on  equity  for  the  second 
year  in  a  row  or  to  improve  the  1984  net  margins  of  1.3%. 

Why?  The  grocery  business  works  best  on  a  regional 
scale,  says  Stephen  Mandel,  supermarket  analyst  with 


Goldman,  Sachs:  "Historically,  it  has  been  very  difficultl 
for  chains  to  keep  their  momentum  going  beyond  $8| 
billion  in  sales." 

Smaller  chains  not  only  keep  better  tabs  on  the  locall 
marketplace  but  also  tend  to  be  better  at  store  construc-l 
tion  and  at  using  technology. 

Washington,  D.C. -based  Giant  Food,  for  example,  wasJ 
the  first  chain  to  install  automatic  checkout  scanning  inl 
all  of  its  stores.  Food  Lion  of  Salisbury,  N.C.  and  Bruno's  of  I 
Birmingham,  Ala.  have  been  adept  at  the  technique  called 
"forward  buying" — stocking  up  on  millions  of  dollars' 
worth  of  long-shelf-life  inventory,  such  as  coffee  or  paper 
products  to  keep  costs  down. 

There's  also  the  burden  of  the  big  supermarkets'  push 
into  superstores.  That's  changing  the  geography  and  the 
competition  as  well. 


Food  distributors 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnini 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabilii 

Wholesale  and  supply 

Super  Valu  Stores 

•/82 

1 

26.6% 

19.6% 

49.0% 

1.3% 

8 

13.1% 

12,4% 

5 

15.9% 

-11.4% 

very  hi. 

Allegheny  Beverage 

67/52 

2 

23.3 

114.9 

416.1 

8.7 

1 

36.2 

61.2 

NM 

500.0  + 

NM 

Marriott 

31/27 

3 

22.2 

22.4 

165.1 

4.0 

4 

19.3 

15.7 

3 

19.8 

24.4 

very  hi 

Saga 

88/» 

5 

19.8 

14.4 

54.9 

2.0 

10 

11.1 

11.0 

1 

60.9 

-20.7 

very  hi 

Sysco 

•/• 

4 

19.8 

16.5 

32.1 

1.9 

5 

18.2 

13.3 

4 

18.9 

9.5 

very  hi 

Fleming  Cos 

•/• 

6 

18.6 

16.2 

59.8 

0.9 

6 

17.6 

28.8 

7 

14.8 

9.5 

very  hi. 

Transworld 

62/53 

7 

16.2tt 

17.6 

27.9 

5.6 

12 

7.3 

1.7 

6 

15.5 

7.0 

averag 

Nash  Finch 

57/67 

8 

13.9 

12.0 

42.6 

0.9 

13 

6.5 

8.7 

10 

5.8 

1.3 

high 

•  90%  or  more.    DD:  Segment  deficit,  total  deficit    DP:  Segment  deficit,  total  profit    PD:  Segment  profit,  total  deficit    D  P:  Deficit  to  profit.    P-D:  Profit  to  deficit. 

Z-P:  Zero  profit  to  profit,    def:  Deficit.    NA:  Not  available.    NE:  Negative  equity.    NM:  Not  meaningful.    tFour-year  average.    ^Four-year  growth 
ttThree-year  average.    ±4Three-year  growth.    For  further  explanation,  see  page  56. 
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This  year  a  good  chunk  of  the  $150  million  to  $300 
million  each  of  the  majors  will  spend  on  capital  invest- 
ment will  go  toward  these  big  stores — 35,000  square  feet 
[and  over — often  with  such  high-margin  nonfood  depart- 
ments as  florists  or  pharmacies.  "It  now  costs  nearly  $5 
million,  on  average,  to  open  a  retail  grocery  store,"  says 
Jack  Twyman,  chief  executive  of  Super  Food  Services,  the 
Dayton,  Ohio-based  wholesaler.  "Ten  years  ago  an  average 
istore  cost  $500,000." 

As  they  push  into  the  Sunbelt  with  these  big  stores,  the 
major  chains  are  closing  down  older,  smaller  stores.  Cin- 
icinnati-based  Kroger  closed  130  stores  over  the  past  year — 
18  in  northeast  Ohio  alone — while  it  was  opening  big 
combination  food-and-nonfood  stores  in  cities  like  Dallas, 
Houston  and  Atlanta. 

Kroger's  470  combination  stores,  36%  of  the  company's 


total,  accounted  for  40%  of  its  more  than  $16  billion  in 
1985  sales.  By  1987  combo  stores  will  represent  45%  of 
Kroger's  outlets  and  at  least  60%  of  sales. 

How  does  this  change  competition?  Traditionally, 
wholesalers  like  Super  Food  supplied  independent  grocers 
while  the  grocery  chains  supplied  themselves.  Now  the 
cost  of  the  larger  outlets  is  channeling  more  of  the  chains' 
new  investment  to  the  retail  level  rather  than  toward 
keeping  wholesale  distribution  in  step. 

Wholesalers  fill  the  gap  by  increasing  their  sales  to 
chains.  Ed  Walzer,  editor  of  Progressive  Grocer,  estimates 
that  25%  of  chain  stores  are  now  served  by  wholesalers. 
"Each  side  is  going  back  to  what  they  do  best,"  he  says. 
"The  wholesalers  are  distributing,  and  the  retailers  are 
minding  the  store." 

This  may  change  once  the  big  capital  investment  levels 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnings 

mpany 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stability 

tterau 

mf%2 

9 

13.2% 

17.2% 

94.2% 

0.9% 

2 

20.3% 

11.2% 

9 

10.5% 

23.9% 

very  low 

>er  Food  Services 

•/• 

10 

13.2 

16.8 

68.0 

0.7 

11 

7.8 

8.3 

2 

21.4 

25.2 

high 

<off-Sexton 

78/na 

11 

13.0 

14.8 

86.2 

1.4 

9 

12.7 

26.5 

8 

11.4 

17.2 

average 

m  House  Foods 

•/• 

12 

12.8 

9.8 

183.2 

0.4 

7 

14.3 

-44.9 

12 

-2.8 

50.0 

very  low 

son  Pirie  Scott 

37/48 

13 

10.8 

13.4 

104.2 

2.0 

3 

19.6 

23.2 

11 

4.2 

132.5 

very  low 

ific  Gamble 

64/» 

14 

6.7 

2.3 

68.2 

0.2 

14 

3.8 

-10.9 

13 

-22.6 

1.6 

very  high 

jiorgio 

64/40 

15 

5.0 

0.9 

106.1 

0.2 

15 

1.4 

-9.5 

NM 

-73.1 

NM 

led  Supermarkets 

35/na 

16 

NE 

1.6 

10.6 

0.4 

16 

-1.3 

-30.5 

NM 

Z-P 

NM 

dians 

13.6 

15.5 

68.1 

1.1 

12.9 

11.1 

11.0 

9.5 

)0%  or  more  DD:  Segment  deficit,  total  deficit.    DP:  Segment  deficit,  total  profit.    PD:  Segment  profit,  total  deficit     D-P:  Deficit  to  profit     P-D:  Profit  to  deficit, 
f:  Deficit.    Z-P:  Zero  profit  to  profit.    NA:  Not  available.    NE:  Negative  equity.    NM:  Not  meaningful    tFour-year  average.    :j:Four  year  growth 
Three-year  average.    ttThree-year  growth    For  further  explanation,  see  page  56. 
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Food  distributors 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earni 

Company 

sales/profits 

rank 

average 

jii  i 1  ii  in. 
I11U1I  11 13 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabi 

Major  supermarkets 

20.5% 

62.0% 

1 

33.7% 

42.0% 

American  Stores 

na/na 

i 
i 

1A  ft% 
ZO.o  /o 

26  4% 

128.9% 

1 .4% 

j 

Albertson's 

•/• 

l. 

21  9 

17.8 

42.7 

1.7 

3 

12.2 

8.7 

4 

15.0 

5.2 

verv 

Supermarkets  Genl 

87/77 

3 

21.1 

21.7 

90.6 

1.3 

4 

12.1 

36.4 

3 

16.3 

50.2 

very  1 

Winn-Dixie  Stores 

•/• 

4 

20.0 

17.1 

14.7 

1.4 

7 

8.5 

7.0 

5 

8.1 

-8.1 

very  1 

Stop  &  Shop  Cos 

51/25 

5 

19.2 

12.8 

52.8 

1.3 

5 

11.2 

12.8 

2 

33.6 

-26.9 

very  1 

Lucky  Stores 

67/69 

a 

0 

1  Q  "1 

1 7.5 

61.3 

1.1 

6 

9.5 

6.5 

g 

-0.3 

12.8 

very 

Kroger 

•/• 

7 

15.6 

15.8 

67.8 

1.1 

2 

12.3 

5.8 

7 

0.0 

27.5 

verv 
y 

Safeway  Stores 

•/• 

8 

13.0 

16.4 

94.8 

1.2 

8 

7.3 

2.6 

6 

5.9 

28.8 

aver; 

Great  A&P  Tea 

•/• 

9 

def 

10.0 

41.7 

0.9 

9 

-5.1 

12.1 

NM 

52.5 

Nf* 

Medians 

19.2 

17.1 

61.3 

1.3 

11.2 

8.7 

8.1 

27.5 

Regional  supermarkets 

83.1% 

11.0% 

10.8% 

24.8% 

51.9% 

Big  Bear 

78/80 

1 

38.5% 

29.4% 

1.8% 

5 

3 

very  1 

Bruno's 

•/• 

2 

35.lt 

23.0 

9.9 

2.8 

3 

15.5 

22.8 

1 

27.9 

28.6 

very  r 

Food  Lion 

•/• 

3 

30.4 

27.3 

31.4 

2.6 

1 

29.2 

27.4 

4 

21.6 

29.2 

very  Y 

Delchamps 

•/• 

4 

21.8t 

15.2 

54.8 

1.5 

2 

22.2 

8.5 

7 

16.5 

2.2 

very  1" 

Giant  Food 

•/• 

5 

21.0 

22.3 

51.0 

2.3 

4 

11.0 

7.7 

2 

25.0 

17.9 

hig. 

Weis  Markets 

•/• 

6 

20.4 

18.2 

0.0 

5.9 

10 

9.4 

4.3 

8 

13.9 

7.9 

very  h 

Hannaford  Bros 

•/• 

7 

20.1 

18.9 

94.3 

1.7 

6 

10.3 

17.2 

5 

18.9 

25.2 

very  h 

Cullum  Cos 

•/• 

8 

20.0 

17.7 

46.1 

1.6 

9 

9.4 

-12.8 

12 

5.4 

24.6 

avers 

Big  V  Supermarkets 

•/• 

9 

18.3 

13.3 

66.9 

0.9 

13 

8.8 

6.6 

18 

-11.5 

128.6 

very  1 

Ruddick 

80/46 

10 

15.0 

12.4 

41.1 

1.4 

8 

9.4 

20.8 

10 

11.4 

-12.8 

very  h 

Waldbaum 

•/• 

11 

14.9 

13.0 

76.4 

0.9 

14 

8.8 

4.3 

9 

12.1 

27.8 

avera 

Nash  Finch 

42/32 

12 

13.9 

12.0 

42.6 

0.9 

20 

6.5 

8.7 

11 

5.8 

1.3 

higl 

Marsh  Supermarkets 

•/• 

13 

13.3 

11.5 

104.6 

0.9 

19 

7.1 

5.5 

16 

-10.7 

139.3 

very  1 

Seaway  Food  Town 

•/• 

14 

12.3 

11.3 

98.4 

0.8 

16 

8.0 

-7.5 

19 

-16.4 

158.4 

higl 

Household  Intl 

29/10 

15 

12. U 

1  1  A 

T  A 

11 

9.1 

5.3 

A  7 

 A  A 

— 4.0 

iovi 

Arden  Group 

87/68 

i  a 

10 

1  1  O 

1  1.7 

1  A  ft 

1  o.o 

77  4 

1  A 
1  .o 

25 

-1.7 

-5.1 

A 

1  7  8 

117  5 

Perm  Traffic 

•/85 

1  7 

1  / 

10  4 

8  8 

63  2 

0.9 

17 

7.7 

-2.7 

15 

—5.2 

—5.7 

^avera 
very 

Godfrey 

•/• 

1  ft 
10 

O  1 

y.  i 

1  1  0 

i  i  .y 

7  A  ft 

u.o 

18 

7.5 

9.1 

1  7 

1  / 

l  n  ft 

—  1  u.o 

Ad  A 

avers 

Pueblo  International 

85/81 

1 9 

K  1 

O.  1 

6.9 

84  0 

0.6 

15 

8.7 

3.0 

14 

—0.9 

-28.1 

Fisher  Foods 

•/dd 

20 

7.5 

0.4 

46.0 

0.1 

27 

-22.7 

-6.4 

NM 

D-P 

NIV 

Pacific  Gamble 

32/12 

21 

6.7 

2.3 

68.2 

0.2 

21 

3.8 

-10.9 

20 

-22.6 

1.6 

very  h 

Shopwell 

•/• 

22 

6.2 

def 

124.4 

def 

7 

10.0 

8.3 

NM 

P-D 

NIV 

Foodarama  Supermkts 

•/• 

23 

1.1 

14.2 

44.8 

0.7 

23 

1.8 

2.6 

21 

—AA.%%% 

D-P 

averai 

Borman's 

•/dd 

24 

det 

7.5 

1 13.2 

0.2 

22 

1.9 

-1.1 

NM 

D— P 

NV 

Allied  Supermarkets 

65/na 

25 

NE 

1.6 

10.6 

0.4 

24 

-1.3 

-30.5 

NM 

Z-P 

NIV 

Pantry  Pride 

•/29 

26 

NE 

der 

33.1 

det 

26 

-11.0 

-55.2 

NM 

P-D 

NIV 

Stater  Bros 

•/• 

NA 

74.7 

1110.7 

0.3 

12 

9.0* 

NA 

NA 

NA 

NA 

Medians 

12.8 

13.0 

66.9 

0.9 

8.8  4.8 

1.9 

17.9 

Convenience  stores 

Natl  Convenience 

•/• 

1 

27.0% 

12.0% 

250.9% 

1.1% 

2 

18.6% 

11.3% 

2 

16.7% 

-34.6% 

very  h: 

Circle  K 

•/• 

2 

17.9 

23.8 

156.1 

2.1 

3 

16.7 

46.5 

NM 

26.5 

NM 

Southland 

55/85 

3 

16.3 

16.5 

71.6 

1.6 

1 

24.1 

4.3 

3 

11.9 

25.0 

very  h 

Munford 

84/78 

4 

13.6 

10.7 

39.8 

1.4 

4 

7.8 

9.8 

1 

44.8 

-20.1 

high 

Medians 

17.1 

14.3 

113.9 

1.5 

17.7 

10.6 

14.3 

2.5 

Restaurant  chains 

Wendy's  Intl 

•/• 

1 

24.2% 

20.5% 

28.8% 

7.0% 

1 

27.9% 

20.5% 

1 

17.9% 

13.3% 

very  hi 

McDonald's 

•/• 

2 

22.6 

22.0 

63.1 

11.7 

3 

11.8 

9.6 

2 

16.1 

13.2 

very  hi 

Church's  Fried 

•/• 

3 

22.2 

16.5 

4.0 

7.7 

7 

8.1 

11.6 

7 

0.5 

27.5 

very  lc 

General  Mills 

26/25 

4 

19.5 

def 

43.9 

def 

6 

8.8 

-22.7 

3 

11.9 

P-D 

very  hi 

Jernco 

•/• 

5 

17.3 

12.1 

33.9 

4.4 

2 

12.4 

5.0 

4 

10.5 

10.6 

avera) 

Pillsbury 

43/52 

6 

17.1 

17.6 

55.6 

4.0 

4 

11.7 

14.3 

5 

9.9 

12.2 

very  hi 

Ponderosa 

•/• 

7 

9.9 

0.7 

27.5 

0.3 

5 

9.0 

1.8 

6 

0.9 

-93.8 

very  1( 

Medians 

19.5 

16.5 

33.9 

4.4 

11.7 

9.6 

10.5 

12.2 

Industry  medians 

15.9 

14.8 

63.1 

1.3 

9.4 

8.3 

9.0 

13.2 

All-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

•  90%  or  more.    DD:  Segment  deficit,  total  deficit.    DP:  Segment  deficit,  total  profit.    PD:  Segment  profit,  total  deficit    D-P:  Deficit  to  profit.    P-D:  Profit  to  deficit. 
Z-P:  Zero  profit  to  profit,    def:  Deficit.    NA:  Not  available.    NE:  Negative  equity.    NM:  Not  meaningful.    tFour-year  average.    tFour-year  growth.    ttThree  year  averagd 
ttThree-year  growth.    For  further  explanation,  see  page  56. 
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Does  your  company  need  help 
in  managing  its  telephone  costs? 


The  telephone  is  the  lifeline  of  your 
business.  You've  gone  to  a  good 
deal  of  trouble  and  expense  to  get 
a  proper  telephone  system— but 
you  still  have  a  monthly  telephone 
bill  that  is  nearly  impossible 
to  understand. 

You  still  don't  know  how  to 
allocate  this  expense  by  division, 
department,  cost  center  or  individ- 
ual. You  don't  know  the  extent  of 
personal  abuse  calls.  You  don't 
know  if  you  have  the  most  cost- 
effective  mix  of  tie-lines,  WATS,  or 
foreign  exchanges.  And  finally,  you 
don't  know  in  which  areas  of  your 
company  the  telephone  system  is 
being  effectively  utilized  and  in 
which  areas  it  is  not. 

Maybe  it's  time  you  called 
Account-A  Call. 

We  can  be  a  big  help  in  managing 
your  telephone  costs  by  providing 


solutions  to  virtually  every  tele- 
phone usage  and  equipment  ques- 
tion. Our  nationwide  service 
bureaus  prepare  for  you  monthly, 
reports  that  effectively  analyze 
your  telephone  expenditure. 

Costs  are  clearly  and  simply 
organized  by  any  number  of  allo- 
cation criteria— from  a  single  user 
to  an  entire  department.  You  know 
who  is  making  what  calls,  where 
the  calls  are  being  made  and  how 
much  the  calls  are  costing.  And 
with  Account-A-Call,  you  find  out 
just  how  efficiently  your  entire 
phone  system  is  working  in  this 
increasingly  complex  world  of 
telecommunications. 

Want  to  know  more  about  what 
we  can  do  for  you?  Ask  for  our 
free  brochure  describing  ways  in 
which  we  can  help  your  company 
manage  its  telephone  costs. 


-V 


Account-A-Call 

CORPORATION 


Wholesalers    currently  supply 
'o  of  Albertson's  supermarkets,  for 
,mple,  but  Albertson's  treasurer 
jvid  Connolly  says  as  the  chain 
t  ws  it  will  continue  to  do  more  of 
i  own  distribution. 
IVith  costs  rising  faster  than  prices 
ilfood  retailing,  technology  is  one 
ijy  for  stores  to  protect  themselves, 
litomatic   checkout   scanners  are 
n  in  about  40%  of  the  nation's  su- 
markets,  up  from  16%  in  1981. 
ny  have  been  in  place  for  several 
irs,  so  the  industry  has  already  seen 
;ood  deal  of  the  "hard  savings" — 
ting  down  on  the  labor  costs  of 
ce-marking  every  item.  The  "soft 
ings"    in    productivity,  though 
der  to  measure  and  later  to  show 
may  be  much  bigger:  Industry  esti- 
tes  of  savings  range  from  1  %  to  2% 
ales,  about  the  same  as  current  net 
rgins  in  this  business. 
That  doesn't  mean  net  margins  will 
jable.  The  fierce  competition  in  this 
iiness  will  use  up  most  of  the  sav- 
ts  so  as  to  hold  the  line  on  prices, 
e  same  is  true  of  forward  buying, 
[instead,  earnings  are  more  likely  to 
Enhanced  by  labor  savings.  The  day 
outright  union  givebacks,  which 
lefited  both  Kroger  and  Great  At- 
itic  &.  Pacific  in  1984,  may  be  over, 
ft  the  supermarket  chains  are  still 
|nging  tough. 

Mbertson's  last  contract  with  the 
pjthern  California  Retail  Clerks,  for 
|imple,  was  for  a  wage  increase  of 
but  4%  a  year,  a  welcome  relief, 
i/e'd  had  10%  increases  for  years," 
/s  Connolly. 

Restaurant  chains  are  facing  a  labor 
)blem  of  their  own:  a  long-term 
Drtage  as  the  teenage  population, 
;  prime  source  of  low-wage,  part- 
iie  labor,  continues  to  shrink.  Some 
ains  are  already  feeling  the  pressure 
higher  labor  costs  as  they  hire  se- 
>)r  citizens  and  mothers  return  to 

work  force. 
The  strong  players  stand  to  get  even 
onger  over  the  next  few  years,  since 
hakeout  in  the  restaurant  industry 
:ms  certain.  Why?  Between  1980 
d  1985  the  number  of  chain  restau- 
lt  outlets  grew  31.4%,  from  59,900 

78,700.  Almost  7,000  new  restau- 
rs were  opened  last  year  alone, 
verybody  with  two  sites  went  pub- 
L"  says  Michael  Culp,  restaurant 
alyst  with  Prudential-Bache. 
A.  lot  of  those  newcomers  may  be 
ying  the  price,  but  that  only  makes 
e  established  chains  more  attrac- 
re.  There  hasn't  been  a  major  acqui- 
ion  or  merger  in  this  industry  for 
veral  years,  and  the  time  seems 
■h  U 
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HEALTH 

"This  may  hurt  a  little," 
said  the  government, 
slamming  the  lid  on 
Medicare  costs.  Two 
years  later  the  hospital 
companies  are  reeling. 
It's  going  to  get  worse 
before  it  gets  better. 

By  Ralph  King  Jr. 

In  health  care  these  days,  it's  like  recovering  from 
shock  only  to  start  feeling  the  pain. 
In  October,  after  16  years  of  double-digit  growth, 
Hospital  Corp.  of  America,  the  nation's  largest  hospital 
manager,  revealed  that  its  earnings  would  be  flat  in  1986. 

American  Medical  International,  National  Medical  En- 
terprises and  Humana  are  suffering,  too.  And  analysts  such 
as  Sanford  C.  Bernstein  &  Co.'s  Kenneth  Abramowitz  says 
their  earnings  could  fall  25%  to  35%  by  1988. 

What  happened  to  these  onetime  stars?  In  1983  the 
government  slapped  fixed  fees  on  Medicare  reimburse- 
ment. Now  that  change  has  caught  up  with  the  hospital 
companies. 

For  a  while  they  kept  their  heads  above  water  by  sending 
patients  home  a  few  days  earlier,  cutting  labor  costs  and 
delaying  big  capital  equipment  purchases.  But  now  most 
of  the  fat  is  worked  off. 

In  the  meantime,  the  hospital  companies  were  losing 
patients  as  lower-cost  alternatives,  such  as  health  mainte- 
nance organizations,  took  patients  away  from  traditional 


insurers  like  Blue  Cross.  By  year-end  HMOs  had  over  21 
million  members,  up  from  16.7  million  in  1984,  but  still 
only  9%  of  the  population.  Now  publicly  traded  HMOs 
like  Maxicare  and  U.S.  Health  Care  Systems  are  the  dar- 
lings of  Wall  Street,  just  as  hospital  companies  used  to  be. 

It's  survival  the  hospital  chains  are  thinking  about  now. 
There  are  several  options,  all  risky. 

Most  are  trying  to  transform  themselves  into  integrated 
health  care  providers — from  outpatient,  home  care  and 
long-term  care  of  the  elderly  to  mental  health  and  drug 
abuse  therapy.  And  vertical  integration  was  the  logic  be- 
hind the  ill-fated  HCA- American  Hospital  Supply  merger, 
which  fell  apart  when  Wall  Street  shrugged,  HCA  blinked 
and  Baxter  Travenol  made  a  better  offer. 

Louisville-based  Humana  began  preparing  several  years 
ago,  so  it  is  farthest  along  the  road  to  integration.  Humana 
wants  a  nationwide  system  in  which  patients  can  buy 
Humana  health  insurance,  go  to  Humana  primary-care 
clinics,  then,  if  necessary,  to  Humana  hospitals.  "For  once 
we're  seeing  a  real  differentiation  between  management 
companies.  Humana  is  the  well-positioned,  low-cost  pro- 
ducer," says  Seth  Shaw  of  Shearson  Lehman  Brothers. 


Health 

"8 ' 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%of 

profit 

5-year 

12 

5-year 

12 

earning 

Company  sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabilit 

Drugs 

American  Home  Prods  67/77 

1 

34.2% 

33.8% 

1.9% 

15.3% 

12 

6.6% 

-7.6% 

8 

12.1% 

6.9% 

very  hig 

SmithKhne  Beckman  71/* 

2 

31.7 

24.6 

4.2 

16.1 

3 

17.8 

7.8 

9 

9.3 

4.2 

very  hig 

Bindiey  Western  Inds  •/• 

3 

28.2 

14.5 

1.4 

0.8 

4 

17.4 

14.9 

2 

23.7 

23.4 

very  hig 

Abbott  Laboratories  54/68 

4 

25.6 

27.9 

29.3 

13.7 

6 

12.9 

6.6 

5 

17.7 

16.3 

very  hig 

Bristol-Myers  37/41 

5 

23.3 

24.2 

4.8 

11.9 

8 

8.3 

5.1 

7 

14.3 

12.5 

very  hig 

Eli  Lilly  64/na 

6 

22.1 

23.3 

5.2 

15.8 

11 

6.7 

4.8 

10 

8.9 

8.6 

very  hig 

Merck  81/« 

7 

21.6 

20.5 

7.0 

14.7 

9 

7.6 

2.8 

12 

5.1 

10.9 

high 

Rorer  Group  60/68 

8 

20.8 

18.4 

19.7 

7.9 

5 

14.4 

7.2 

14 

3.7 

-1.9 

high 

Bergen  Brunswig  77/77 

9 

19.2 

17.2 

92.1 

1.0 

2 

26.1 

43.0 

4 

17.8 

31.7 

very  hig 

Pfizer  49/na 

10 

18.9 

21.9 

13.6 

14.5 

10 

7.0 

1.9 

6 

15.0 

12.3 

high 

•  90%  or  more.    DD:  Segment  deficit,  total  deficit. 

DP:  Segment  deficit,  total  profit    PD:  Segment  profit,  total  deficit    D  P:  Deficit  to  profit.    P  D:  Profit  to  deficit. 

def:  Deficit    MA:  Not  available.    NE:  Negative  equity.    NM:  Not  meaningful    For  further  explanation, 

see  page  56. 
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OUR  CLASSIC  LUXURY  TOUR 

OF  PARIS. 


Live  like  an  aristocra 
in  Paris,  at  a  surprisingl] 
affordable  price.  Start  you 
weeklong  Paris  Aristocra 
Tour  with  outstanding  cui 
sine  in  Air  France  Le  Club 
Premiere  or  Concorde. 

In  Paris,  a  private  ca, 
will  whisk  you  to  you* 
magnificent  hotel  —  the. 
Crillon,  Meur/ce  or  Prince 
de  Galles.  We'll  include 
continental  breakfast  every 
day,  a  cruise  on  the  Seine,  c 
four  of  historical  Paris, 
shopping  and  entertain- 
ment discounts,  and  even  a 
gourmet  meal. 

Paris  Aristocrat  is  just  one 
of  our  deluxe  tours.  For  ali 
the  glorious  details,  cal 
your  Travel  Specialist  or 
Air  France. 

For  a  free  video  cassette 
preview,  call  1-800-AF- 
PARIS.  In  New  York  City, 
212-247-0100. 


A  PARTNER  IN: 
UNITED'S  MILEAGE  PLUS  AND 
CONTINENTAL'S  TRAVELBANK. 


AIR  FRANCE  S/// 

LET  US  SHOW  YOU  OUR  FRANCE 


But  even  Humana  faces  tough  going.  It  has  lost  $31 
iiillion  in  the  clinic  and  insurance  businesses.  And  any 
1  ospital  company  in  insurance  first  has  to  reconcile  a 
otential  conflict  of  interest,  notes  consultant  Jeff  Gold- 
imith:  Its  insurance  unit  wants  to  keep  people  out  of  the 
Lospital,  while  its  hospitals  dearly  need  beds  filled. 
I  The  same  can  be  true  of  HMOs  and  hospitals  owned  by 
ihe  same  company.  When  National  Medical  started  ex- 
anding  its  1984-acquired  Av-Med  HMO  in  Florida,  for 
xample,  it  found  itself  taking  patients  away  from  doctors 
ssociated  with  its  own  hospitals.  It  has  since  backed  out 
a  markets  where  it  has  hospitals. 

As  always,  when  an  industry  hurts,  its  suppliers  hurt 
hore.  Take  those  two  former  highfliers — now  merging — 
laxter  Travenol  ( 1 2-month  earnings  per  share  off  83% )  and 
Unerican  Hospital  Supply  (off  6%).  The  new  entity,  with 
.5.5  billion  revenues,  will  put  plenty  of  pressure  on  com- 


petitors, probably  leading  to  more  consolidation.  Still,  $5.5 
billion  represents  only  slightly  more  than  1%  of  the  na- 
tion's annual  health  care  bill. 

But  some  suppliers  are  so  discouraged  they're  getting 
out:  Warner-Lambert,  for  example,  which  took  a  $550 
million  charge  and  dumped  Imed,  maker  of  intravenous 
pumps;  Deseret  Medical,  a  producer  of  catheters;  and  lab 
equipment  maker  Reichert.  Abbott  Laboratories,  on  the 
other  hand,  leads  the  hospital  and  clinical  lab  markets 
with  its  highly  automated,  inexpensive  diagnostic  tests. 

The  drug  companies  fared  better.  One  reason  was  that 
the  weakening  dollar  helped  sales  overseas.  Now  they  can 
bring  those  profits  home,  which  will  probably  boost  their 
earnings  by  a  sparkling  13%  to  15%  in  1986.  "With  a  little 
help  from  the  Food  &.  Drug  Administration  in  approvals  of 
new  drugs,  1986  could  be  the  best  year  in  two  decades," 
says  Arnold  Snider  of  Kidder,  Peabody.  ■ 
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Xoday, 
well 
over  half  the 
electricity  i 
the  eastern 

half  of  the  0.£>.  is  genera 
the  year  2000,  the  world 
real  beauty.  Because  more  and  more 
utilities  are  converting  to  coal,  U.S. 
mines  will  have  to  produce  over  a  billion 
tons  of  coal  each  year. 

Norfolk  Southern  is  one  of  the  world's 
biggest  transporters  of  coal.  In  1984,  48  of 
every  100  tons  of  freight  it  carried  were 
coal.  And  Norfolk  Southern  believes  in 
being  ready  for  the  future.  That's  why  the 
Thoroughbred  of  Transportation  already 
has  what  it  takes  to  move  tomorrow's  coal 
shipments. 

Norfolk  Southern  has  the  cars  the 


tiu/i » ua  1 1  it*  ■  <  * \ 


ins  tnat 


clock, 

between  coal  source  and  utilities.  To  speed 
handling  of  export  coal,  it  has  the  world's 
fastest  loading  facility,  Pier  6  at  Norfolk, 
Virginia. 

Rail  shipping  has  always  been  a  very 
efficient  and  economical  way  to  transport 
coal.  In  the  future  when  coal  is  a  resource 
of  even  more  importance,  Norfolk 
Southern  will  be  there,  transporting  it 
with  customary  reliability  and  efficiency. 
For  customers,  for  investors,  for  generators 
and  users  of  electricity,  for  America  itself, 
that's  more  than  just  good.  It's  beautiful. 


m^gfc  NORFOLK 

SOUTHERN 
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HEAVY  EQUIPMENT 

peter  C  ftwIides/PhoioUNlQUE  ^^"^  


By  Michael  Ozanian 


If  you  make  tractors, 
bulldozers  or  mining 
equipment,  you're  hunk- 
ered down.  Or  already  out. 


Only  the  air  transport,  coal  and  metals  industries 
are  ranked  lower  in  profitability  than  these  capital 
equipment  manufacturers.  All  three  industry  sub- 
groups show  negative  earnings  for  the  latest  12  months, 
and  only  industrial  machinery  has  a  positive  five-year 
average  return  on  equity. 

These  companies  won't  start  coming  back  until  their 
markets  do — farmers,  mining  and  smokestack  industries. 
That  doesn't  seem  likely  soon.  Farm  commodity  prices 
were  down  7%  last  year,  and  farmers  are  up  to  their  ears  in 
debt.  Coal,  metals  mining  and  oilfield  services  are  in 
terrible  shape.  Construction  was  disappointing.  The 
smokestack  industries  are  in  the  grip  of  change  as  the  U.S. 
economy  moves  more  into  services. 

On  top  of  that  was  the  strong  dollar.  Last  year  it  meant 
that  some  of  these  companies  were  being  beaten  with  their 


Heavy  equipment 
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ZIP+4iodes 
de  this  man 
big  wheel  at 
Firestone. 


Saving  $7; 
a  year  in  mailing  costs 
helped  Duane  Long 
steer  Firestone  on  the  road 
to  greater  profits.  Mr.  Long, 
of  Management  Information  Ser- 
vices, gives  much  of  the  credit  to 
ZIP+4®  codes,  the  Postal  Service's 
computerized  sorting  system  for 
First-Class  Mail? 

"Each  year/'  says  Mr.  Long, 
"we  mail  over  15  million  customer 
bills  that  must  be  paid  within  a 
certain  time  period.  By  using 
Zl  P+4  codes,  we  insure  that  our 
bills  sent  First-Class  Mail  reach 
our  customers  as  quickly  as 
possible.  And  that  means  better 
cash  flow. 

"The  changeover  was  surpris- 
ingly easy.  Our  start-up  costs 
were  recovered  in  only  6  months. 
What's  more,  by  adding  ZIP+4 
codes  we  identified  duplicate  and 
incorrect  addresses,  thus  enabling 
us  to  clean  our  mailing  lists." 

To  find  out  how  ZIP+4  codes 
can  address  the  specific  needs  of 
your  business,  send  in  the  cou- 
pon. For  immediate  assistance,  or 
the  number  of  your  customer 
service  representative,  call 
1-800-842-9000,  ext.  240. 
Call  or  write  today.  It  t 
could  make  you  a  big 
wheel  in  your  company.  ^jaaa.J 

HELPING  YOU 
HELP  YOUR  BUSINESS. 


Please  check  your  line  of  business: 

□  Insurance,  □  Banking,  □  Manufacturing, 

□  Securities,  □  Utilities,  □  Education, 

□  Retail,  □  Government,  □  Publishing, 

□  Service  Company,  □  Other. 


And  check  your  yearly  First-Class  Mail 
volume:  □  Up  to  10,000,  □  10,001-50,000, 

□  50,001-100,000,  □  100,001-1,000,000, 

□  1,000,000  + 

US  POSTAL  SERVICE 
PO  BOX  2999 

WASHINGTON  DC  20013-2999 


Name. 
Title  


_Company_ 


Address. 
City  


State. 

1C64 


_ZIP. 
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own  products  by  smart  middlemen  like  Myron  Shyshlak 
of  Seattle.  Shyshlak  bought  Caterpillar  hydraulic  excava- 
tors from  Belgium,  imported  them  into  the  U.S.  and  sold 
them  to  Caterpillar  dealers  for  as  much  as  15%  less  than 
Caterpillar  was  charging. 

Little  wonder  that  half  the  companies  on  our  farm 
machinery  list  were  taken  over  or  closed  down  last  year. 
J.I.  Case  acquired  two  International  Harvester  farm  equip- 
ment plants  while  IH  shut  the  other  two.  Klockner-Hum- 
boldt-Deutz  A.G.  of  West  Germany  bought  Allis- 
Chalmers'  tractor  operations.  Ford  bought  out  Sperry's. 

The  resulting  inventory  liquidation  kept  prices  at  give- 
away levels.  Sales  at  industry  leader  Deere  have  fallen  by 
$1.4  billion  since  1980,  to  $4.1  billion  last  year. 

What's  easy  to  miss  is  how  many  inventories  have  been 
worked  off  and  how  many  plants  have  closed — which 
pushes  down  break-even  levels.  For  example,  Massey- 
Ferguson  still  has  an  alarming  debt,  nearly  five  times 
equity.  But  it  closed  two  plants  in  1985  and  intends  to  spin 
off  60%  of  its  combine  division  to  lenders.  It  might  be  in 
the  black  this  year. 

Deere  is  still  slashing,  too.  Production  was  cut  21%  last 
year,  and  salaries  will  be  trimmed  another  $50  million  this 


year.  Caterpillar,  with  its  53,000  worldwide  work  force 
already  down  by  40%  since  1979,  expects  to  be  20%! 
smaller  in  five  years. 

Some  strong  players  stood  against  the  tide.  In  industrial! 
machinery,  Ex-Cell-O's  earnings  increased  by  9%.  Major! 
reason:  Detroit  is  using  more  plastic  in  cars,  and  Ex-Cell-O 
is  one  of  the  auto  industry's  leading  suppliers. 

But  most  merely  survived.  Deere  is  getting  by  on  side- 
lines like  power  lawn  mowers — a  nice  $600  million  busi- 
ness— and  military  contracts  ($40  million).  Caterpillar  is 
moving  down  in  the  market  with  a  new  backhoe  loader  for 
small  contractors,  a  major  move  that  throws  it  up  against 
the  likes  of  Deere  and  Tenneco's  J.I.  Case. 

Diversified  Ametek  is  trying  to  move  into  less  competi- 
tive areas  by  acquiring  specialized  instrument  companies 
like  Panalarm  and  the  CAD/CAM  operations  of  Bausch  & 
Lomb.  But  Ametek  has  a  relatively  strong  cash  position; 
not  all  these  companies  can  make  acquisitions. 

One  source  of  satisfaction:  As  the  dollar  fell  and  the  yen 
rose,  it  put  a  crimp  in  the  plans  for  world  conquest  of 
Caterpillar's  archrival,  Komatsu.  The  Japanese  giant  had 
to  raise  prices  5%  to  10%  late  in  the  year  and  was  penal- 
ized by  the  EEC  for  dumping  in  Europe.  ■ 


Heavy  equipment 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnini 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabilii 

Parker-Hannifin 

55/56 

16 

14.2% 

14.7% 

22.4% 

5.5% 

7 

6.6% 

8.1% 

15 

-5.9% 

-2.0% 

very  lo| 

Stanley  Works 

40/42 

17 

14.0 

16.6 

16.7 

6.3 

11 

4.4 

6.9 

11 

1.6 

7.5 

very  loj 

Ex-Cell-O 

30/  8 

18 

13.3 

12.1 

10.8 

4.9 

17 

1.6 

3.1 

10 

2.0 

9.0 

low 

Colt  Industries 

52/38 

19 

12.3 

39.8 

36.3 

7.6 

37 

-5.6 

1.6 

NM 

24.8 

NM 

Harsco 

47/37 

20 

12.1 

14.2 

29.1 

4.8 

25 

-0.3 

29.3 

18 

-7.2 

54.5 

low 

Norton 

•/• 

21 

11.6 

8.4 

25.7 

4.4 

24 

-0.2 

-0.2 

22 

-16.4 

-14.8 

averagl 

Cincinnati  Milacron 

•/• 

22 

11.3 

def 

37.1 

def 

36 

-5.5 

7.4 

NM 

P-D 

nm! 

Bearings 

•/• 

23 

10.6 

7.8 

33.2 

2.1 

6 

7.0 

4.4 

21 

-10.8 

-15.2 

averagi 

Amsted  Industries 

31/30 

24 

9.6 

7.9 

0.0 

4.2 

40 

-10.1 

11.9 

NM 

20.2 

nm; 

Eagle-Picher  Inds 

66/72 

25 

8.9 

10.8 

27.0 

4.0 

20 

1.0 

-1.3 

13 

-4.4 

-1.5 

very  lo| 

Textron 

40/37 

26 

8.8 

14.7 

16.0 

3.3 

27 

-2.1 

80.7 

16 

-6.4 

84.5 

low 

Foxboro 

•/• 

27 

8.7 

0.0 

6.8 

0.0 

16 

1.7 

3.6 

28 

-34.1 

-98.0 

averag| 

McDermott  Intl 

43/pd 

28 

7.9 

def 

60.9 

def 

28 

-2.3 

10.1 

23 

-16.6 

P-D 

very  lo] 

Easco 

34/dp 

29 

7.3 

def 

84.6 

def 

2 

10.3 

-28.1 

NM 

D-D 

NM  j 

Stewart-Warner 

83/88 

30 

6.8 

5.4 

0.2 

3.3 

38 

-5.6 

-6.2 

26 

-19.6 

-12.0 

high 

Libbey-Owens-Ford 

42/NA 

31 

6.6 

14.1 

39.4 

4.0 

8 

5.2 

12.0 

5 

7.7 

0.7 

very  loj 

Stewart  &  Stevenson 

89/« 

32 

6.5 

3.7 

47.6 

1.2 

34 

-4.6 

11.5 

NM 

D-P 

NM  1 

Tim  ken 

70/84 

33 

6.4 

1.2 

11.4 

0.9 

35 

-5.4 

-1.9 

NM 

-81.8 

NM 

Ingersoll-Rand 

•/• 

34 

6.3 

7.0 

44.3 

2.7 

29 

-3.2 

7.6 

NM 

D-P 

NM 

Rexnord 

•/• 

35 

6.3 

8.0 

49.8 

3.1 

33 

-4.3 

23.4 

27 

-31.0 

75.3 

average 

Dayco 

41/37 

36 

5.4 

8.4 

84.9 

1.6 

15 

2.6 

3.9 

24 

-17.2 

-25.7 

low 

Midland-Ross 

41/30 

37 

1.5 

def 

69.4 

def 

31 

-3.7 

-17.2 

NM 

P-D 

NM 

Chicago  Pneumatic 

•/• 

38 

0.5 

6.0 

23.1 

1.8 

32 

-4.3 

0.5 

NM 

-32.6 

NM 

Chromalloy  American 

32/89 

39 

def 

def 

83.6 

def 

43 

-12.5 

-3.2 

NM 

D-D 

NM 

Harnischfeger 

25/33 

40 

def 

3.1 

92.5 

1.6 

42 

-11.2 

18.8 

NM 

34.6 

NM 

General  Refractories 

70/54 

41 

def 

11.4 

349.4 

0.7 

41 

-10.2 

-2.7 

NM 

-69.1 

NM 

Allis-Chalmers 

•/DD 

42 

def 

def 

180.7 

def 

39 

-9.7 

-27.6 

NM 

D-D 

NM 

Masco  Industries 

24/30 

NA 

20.8 

239.7 

4.8 

4 

8.7 

9.3 

NA 

NA 

NA 

Medians 

11.5 

10.1 

27.0 

3.9 

0.6 

3.1 

-13.6 

-8.0 

Industry  medians 

8.9 

8.2 

29.3 

2.9 

-0.4 

3.1 

-19.6 

-13.6 

All-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

•  90%  or  more  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit. 
P-D:  Profit  to  deficit    def:  Deficit    NA  Not  av  ailable.    NM:  Not  meaningful.    ttThree-year  average.    For  further  explanation,  see  page  56. 


D  P:  Deficit  to  profit. 
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THE    INSTITUTE    OF    CERTIFIED    FINANCIAL  PLANNERS 


IN 


FINANCIAL 
PLANNING 


if  you  are  looking  for  solid,  professional  financial  planning  advice,  it  is  becom- 
ing increasingly  difficult  to  distinguish  the  professionals  from  the  rest  of  the  crowd 
calling  themselves  financial  planners.  One  sure  way  to  find  a  professional  is  to  look 
for  the  Certified  Financial  Planner™  (CFP®  )  designation  which  stands  for  a 
high  level  of  excellence  in  financial  planning. 

You've  worked  hard  to  get  where  you  are  financially  and  you  deserve  superior 
quality  financial  planning  expertise.  That's  where  our  members  can  have  a 
positive  impact  on  your  life! 

The  Institute  of  Certified  Financial  Planners,  the  national  professional  associa- 
tion for  CFPs,  works  continuously  to  upgrade  the  level  of  professionalism  in 
financial  planning  and  to  ensure  that  you  receive  the  financial  planning 
assistance  you  need.  Our  CFP  members  are  graduates  of  the  College  for  Financial 
Planning,  the  educational  organization  which  awards  the  CFP  designation  upon 
successful  completion  of  a  strenuous  six-part  course  of  study  on  the  disciplines 
of  financial  planning. 

As  members  of  the  Institute,  CFPs  ascribe  to  a  rigorous  code  of  ethics.  They 
are  also  asked  to  fulfill  annual  continuing  education  requirements  in  order  to 
stay  current  with  everchanging  developments  in  the  financial  world.  Changes 
in  tax  laws  and  financial  regulation  can  affect  your  efforts  to  send  children 
to  college,  to  reduce  your  tax  burden,  to  plan  for  your  retirement  years,  etc. 
A  CFP  can  help  you  stay  on  top  of  your  financial  situation. 

The  members  in  good  standing  who  are  listed  as  a  part  of  this  advertise- 
ment have  personally  contributed  to  the  Institute's  public  awareness  efforts. 
They  can  work  with  you  to  develop  a  plan  to  achieve  your  short  and  long- 
range  financial  objectives. 

The  Institute  of  Certified  Financial  Planners  represents  professional  excellence 
in  financial  planning.  We  want  to  help  you  find  the  quality  financial  planner 
you  deserve.  Contact  one  or  more  of  our  members  today  and  learn  how  they 
can  help  to  put  your  financial  affairs  in  order. 


Arizona 
Philip  O.  Johnson,  CFP 
Financial  Planning  Resources 

1990  West  Camelback  Rd.,  Suite  400 
Phoenix,  AZ  85015 
(602)242-4000 

California 

W.  B.  Camp,  Jr.,  CFP 
Eclectic  Associates,  Inc. 

1021  West  Bastanchury  Road 
Suite  120 

Fullerton,  CA  92633 
(714)738-0220 


Cass  Candell,  CFP 
American  Investors  Company 

4354  Edgewood  Avenue 
Oakland,  CA  94602 
(415)530-4967 

Stephanie  Enright,  CFP 

M.  Harris,  CFP 

Enright  Financial  Consultants 

Union  Bank  Tower  #210 
21515  Hawthorne  Blvd. 
Torrance,  CA  90503 
(213)543-4559 


Wayne  Neal  Fleischer,  ChFC,  CFP 
IFP  Advisors,  Ltd. 

1767  Goodyear  Ave.,  Suite  101 
Ventura,  CA  93003 
(805)658-1855  (805)656-5203 

Barbara  A.  Healy,  MBA,  CFP 
United  Resources  Financial 
Planning,  Inc. 

2727  Camino  Del  Rio  South 
San  Diego,  CA  92108 
(619)295-1756 

Ian  R.  Jones,  Ph.D.,  CFP 
Integral  Financial  Services,  Inc. 

340  Tejon  Place 

Palos  Verdes  Estates,  CA  90274 
(213)373-0860 

Roger  S.  Laird,  CFP 

Creative  Investment  Management, 

Inc. 

10062  Miller  Avenue,  Suite  103 
Cupertino,  CA  95014 
(408)252-3330 

Barbara  R.  Mark,  CFP 
Barbara  R.  Mark  Associates 
Integrated  Resources  Equity 
Corporation 

10850  Wilshire  Blvd.,  Suite  1050 
Los  Angeles,  CA  90024 
(213)475-7814 

John  H.  Mueller,  ChFC,  CLU,  CFP 
Ulivi  Financial  Research 

170  South  Main  St.,  Suite  202 
Orange,  CA  92668 
(714)978-1933 

Rick  Nickles,  CLU,  ChFC,  CFP 
Diversified  Financial  Planning 

601  Parkcenter  Drive,  Suite  201 
Santa  Ana,  CA  92705 
(714)542-3554 

Richard  W.  Overdorff,  CFP 
Certified  Financial  Services,  Inc. 

Union  Bank  Building 

18300  Von  Karman  Ave.,  Suite  620 

Irvine,  CA  92715 

(714)553-8300 

Sandra  M.  Pazanin,  CFP 
Certified  Financial  Associates 

2000  Broadway 
Redwood  City,  CA  94063 
(415)369-4710 

Kelly  Fee  Peterson,  CFP 
CIGNA  Financial  Services 

455  Capitol  Mall,  #265 
Sacramento,  CA  95814 
(916)443-9081 

Felice  S.  Price,  CFP 

Felice  Price  Financial  Services,  Inc. 

231  Bernal  Avenue,  Suite  5 
Pleasanton,  CA  94566 
(415)462-6910 

Morrie  W.  Reiff,  CFP 
Jack  Jacobson,  CFP 
Planned  Asset  Management, 

Inc. 

15928  Ventura  Blvd.,  Suite  221 
Encino,  CA  91436 
(818)990-1828 

W.  Dennis  Renter,  CFP 
W.  D.  Renter  &  Associates, 
Inc. 

881  Dover  Drive,  Suite  30 
Newport  Beach,  CA  92663 
(714)645-3187 


Carol  L.  Sibley,  CFP 
Financial  Network  Investment 
Corp. 

13215  E.  Penn  Street,  Suite  330 
Whittier,  CA  90602 
(213)945-7787 

Jim  McNair  Stewart,  CFP 
Freeman  Financial  Services, 
Inc. 

3160  Gotera  Drive 

Hacienda  Heights.,  CA  91745 

(818)961-0606 

Kenneth  W.  Towers,  RFP, 
CFP 

Merrill  Lynch 

2001  Addison  Street 
Berkeley,  CA  94704 
(415)549-4031 

David  Wood,  CFP 
W.  David  Wood,  CPA 

260  S.  Los  Robles 
Pasadena,  CA  91101 
(818)449-6639 

Minnesota 

Henry  I.  Montgomery,  CFP 
Planners  Financial  Services, 
Inc. 

3500  West  80th  Street,  #670 
Minneapolis,  MN  55431 
(612)835-9000 

Missouri 

Ann  L.  Darke,  JD,  CLU,  CFP 
Comprehensive  Financial 
Planning  Services 

One  Ward  Parkway 
Kansas  City,  MO  64112 
(816)932-9478 

Nebraska 

John  W.  Clark,  CFP 
Paine  Webber 

10306  Regency  Parkway  Drive 
Omaha,  NE  68114 
(402)390-1945 

Texas 

Thomas  K.  Mercer,  MBA,  CFP 
Mercer  Capital  Planning 
Services,  Inc. 

8582  Katy  Freeway  Suite  201 
Houston,  TX  77024 
(713)464-1377 

Washington 

Alene  Barton,  CFP 
William  H.  Davis,  CFP 
Financial  Planners  Equity 
Corporation 

1851  S.  Central  Place,  Suite  117 
Kent,  WA  98031 
(206)852-6279 


By  this  advertisement  ICFP  does  not  warrant  the  specific  qualification  of  1CFP  members  or  those  who  bear  the  CFP  designation  nor  does  the 
ICFP  warrant  the  correctness  of  advice  given  by  CFPs  during  the  financial  planning  relationship. 

Copyright  1986  Institute  of  Certified  Financial  Planners 

The  Marks  CFP®  and  Certified  Financial  Planner™  are  service  marks  of  the  College  for  Financial  Planning. 


For  more  information  on  how  to 
select  a  financial  planner,  contact 

THE  INSTITUTE  OF 

CERTIFIED 
FINANCIAL 
PLANNERS 

3443  S.  Galena, 
Suite  190,  Denver,  CO  80231-5093 
303/751-7600 


To  be  continued:  Since  pioneering  the  intercom 
idea  fifty  years  ago,Contel's  Executone®  company 
has  been  a  major  telecommunication  force  in  the 
Great  Office  Evolution  of  our  times.  Today,  as  the 
only  nationwide  business  phone  company  that's 
not  'broken  up/  Executone  leads  in  offering  the 
most  flexible  range  of 


business  phone  systems. 
With  over  200  distribution  and  service  locations 
in  all  fifty  states,  Executone  is  a  neighborhood 
supplier  for  small  businesses  as  well  as  a 
nationwide  source  for  large  multi-location  com- 
panies. Being  where  you  need  us,  when  you  need 
us  is  what  keeps  Executone  and  Continental 
Telecom  a  growing  force  in  the  ever-chang- 
ing office  environment.  From  telephony  to 
satellites.  Architects  of  telecommunication. 


FOR  A  FREE  BROCHURE  ON  ALL  OF  CONTEL'S  CAPABILITIES  WRITE  TO: 

CONTEL .  DEPT  20)1 .  245  PERIMETER  CENTER  PARKWAY  ATLANTA  GA  30346  ©  1984  CONTINENTAL  TELECOM  INC 


EXECUTONE  IS  A  REGISTERED  TRADEMARK  OF  EXECUTONE  INC 


INDUSTRIAL  AND 
OFFICE  SERVICES 

There  are  some  terrific  earnings  performers  here. 
And  some  that  aren't  as  good  as  they  look. 

Lynn  Johnson/Black  Star 

By  Edward  F.  Cone 

Check  processors,  trash  haulers,  building  clean- 
ers, office  temp  agencies,  solid  waste  disposal  and 
pollution  control  firms — what  do  they  all  have  in 
common? 

These  companies  don't  make  anything.  Instead  they 
provide  a  service.  In  a  way,  they're  a  microcosm  of  the 
smokestack-to-service  shift  of  the  U.S.  economy. 

There  are  some  sparkling  performers  here.  ServiceMas- 
ter Industries,  for  example,  the  leader  in  industrial  ser- 


Industrial  and  office  services 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5 -year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earning 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabilit' 

Industrial  services 

ServiceMaster  Inds 

•/• 

1 

43.1% 

46.9% 

0.0% 

3.4% 

4 

19.8% 

16.8% 

2 

21.7% 

10.1% 

very  higj 

PHH  Group 

•/• 

2 

23.1 

18.4 

21.5 

5.4 

3 

23.4 

41.2 

4 

17.5 

11.5 

very  hig 

Tyco  Laboratories 

31/19 

3 

22.9 

18.2 

8.2 

4.9 

2 

24.5 

-4.9 

8 

-1.1 

-6.0 

very  lo« 

Waste  Management 

•/• 

4 

22.2 

18.2 

55.2 

10.4 

1 

26.6 

31.2 

1 

22.5 

21.3 

very  hig 

Browning-Ferns  Inds 

•/• 

5 

21.2 

22.4 

23.0 

9.5 

5 

16.2 

16.7 

3 

21.3 

19.3 

very  hig 

National  Service 

26/NA 

6 

19.5 

18.1 

2.5 

5.7 

8 

7.7 

11.0 

6 

9.3 

10.0 

very  hig 

Johnson  Controls 

51/46 

7 

14.4 

14.7 

23.8 

4.4 

7 

8.1 

25.4 

5 

9.3 

1.9 

average 

Gelco 

•/• 

8 

14.4 

10.8 

670.2 

2.2 

6 

15.0 

8.1 

NM 

73.4 

NM 

Rollins 

•/• 

9 

10.8+ 

53.4 

63.5 

5.7 

10 

i.0| 

9.4 

7 

3.5* 

10.9 

very  Ion 

Research-Cottrell 

87/« 

10 

7.3 

def 

28.6 

def 

9 

4.8 

3.1 

9 

-14.5 

P-D 

very  lo\ 

Medians 

20.4 

18.2 

23.4 

5.2 

15.6 

13.9 

9.3 

10.5 

Office  services 

Comdisco 

•/• 

1 

31.6% 

30.3% 

139.9% 

9.9% 

1 

21.2% 

8.3% 

1 

29.7% 

101.9% 

averagq 

Kelly  Services 

•/• 

2 

24.2 

28.7 

0.0 

3.7 

4 

12.5 

21.1 

5 

9.0 

23.7 

averag« 

Herman  Miller 

•/• 

3 

21.6 

26.0 

28.4 

8.2 

3 

16.5 

16.1 

3 

17.2 

24.1 

very  hig 

Automatic  Data 

•/• 

4 

19.4 

17.6 

29.0 

8.6 

2 

18.9 

15.3 

4 

14.0 

16.4 

very  hig 

Moore  Corp 

•/• 

5 

15.8 

17.6 

6.7 

6.9 

8 

4.0 

2.9 

7 

-0.7 

39.8 

very  lo^ 

Dennison  Mfg 

45/49 

6 

14.8 

11.8 

22.4 

4.1 

5 

8.5 

-2.8 

6 

4.4 

-211 

low 

Bell  &  Howell 

69/73 

7 

1 1.0 

15.1 

43.5 

4.2 

7 

4.2 

5.6 

NM 

2.8 

NM  j 

Esselte  Business  Sys 

•/• 

8 

10.7 

13.2 

34.1 

4.9 

6 

7.7 

9.8 

2 

16.lt 

-1.3 

high 

Parker  Pen 

83/« 

9 

7.7 

10.3 

20.5 

1.3 

9 

3.1 

14.3 

NM 

17.0 

NM 

Nashua 

30/31 

10 

4.0 

11.9 

37.9 

2.5 

11 

-2.1 

2.6 

NM 

-21.0 

NM 

Savin 

•/dd 

11 

def 

def 

197.4 

def 

10 

-0.1 

6.9 

NM 

D-D 

NM 

Medians 

14.8 

15.1 

29.0 

4.2 

7.7 

8.3 

4.4 

16.4 

Industry  medians 

15.8 

17.6 

28.4 

4.9 

8.5 

9.8 

9.0 

10.9 

AJl-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

X>%  or  more.    DD:  -  leficit,  total  deficit.    DP:  Segment  deficit,  total  profit.    PD:  Segment  profit,  total  deficit    D-D:  Deficit  to  deficit    P-D:  Profit  to  deficit, 

f  Deficit.    NA:  Not  available    NM:  Not  meaningful.    tFour-year  average.    iFour-year  growth.       For  further  explanation,  see  page  56. 
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Who  will  keep 
America  from  burying  itself 

in  garbage? 


On  Staten  Island,  a 
mountain  of  garbage  is  growing. 
In  11  years  it  will  be  the  largest 
mountain  on  the  Eastern 
seaboard  south  of  Maine. 
Nothing  is  likely  to  stop  it, 
because  there  is  simply 
nowhere  else  to  dump  the  50 
million  pounds  of  refuse  New 
York  produces  every  day. 

This  country  is  running 
out  of  places  to  hide  its  waste. 
Is  that  an  ominous  prospect? 

Actually,  it  may  be  the 
best  thing  that  could  happen. 

Buried  garbage  is  still 
garbage.  It  befouls  the  environ- 
ment and  pollutes  the  ground 
water.  It's  a  potential  menace 
>to  our  health.  If  this  country 
doesn't  stop  trying  to  bury 
its  garbage,  the  garbage  may 
one  day  bury  us. 

Let's  put  America's 
house  in  order. 

The  paradox  is  that  our 
proliferating  garbage  landfills 
are  extremely  valuable  assets. 
Instead  of  making  mountains 
of  our  waste,  we  can  make 
tenergy  of  it.  "We"  is  The 
New  Ogden,  a  national 
leader  in  waste  disposal 
technology.Thestate-of-the- 
art  Martin  process,  exclusive 
to  Ogden  in  the  United 
[States,  not  only  disposes 
of  waste  in  a  manner  that  is  environ- 
mentally safe,  it  also  converts  the  waste 
nto  significant  amounts  of  useful  energy. 

A  liability  becomes  an  asset. 

Count  the  advantages  of  the 
Martin  process. 

I.  The  energy  is  produced  as  steam  or 

electricity. 
B.  The  residue  ash  is  used  in  roadbuilding. 
5.  The  water  supply  is  safe  from  future 

contamination. 


4. 


Per-ton  processing  fees  for  refuse 
haulers  are  competitive  with  or  lower 
than  many  landfills. 

5.  Waste  disposal  requires  less  effort  from 
municipal  authorities.  Because  Ogden 
will  plan,  design,  build,  operate  and 
maintain  the  entire  project  for  them. 

6.  We  can  arrange  to  finance  the 
project.  So  the  municipality  uses  the 
project's  money  instead  of  its  own! 


The  best  adv  ertisement  is  a 
satisfied  customer. 

The  New  Ogden  manages  waste 
for49  American  communities.  Around 
the  world,  the  number  of  communities 
using  the  Martin  system  is  growing 
monthly. 

What  is  The  New  Ogden? 

The  New  Ogden  is  a  company 
streamlined  to  the  priorities  of 
lightened  managers.  Managers 
who,  in  today's  complex  environment, 
cannot  afford  the  constant  diversions 
caused  by  the  hundreds  of 
services  needed  to  keep  their 
businesses  functioning. 
That's  where  The  New  Ogden 
comes  in.  We  are  a  total  service 
company.  We  create  order  where 
chaos  might  otherwise  exist. 

At  airports  we  handle  the 
baggage,  fuel  the  planes,  maintain 
the  equipment,  run  the  restaurants 
and  prepare  the  in-flight  meals. 

We  maintain  the  World  Trade 
Center,  the  United  Nations,  twenty 
colleges  and  universities,  and 
hundreds  of  office  buildings  and 
industrial  plants.  We  even  operate 
six  convention  centers. 

We  have  developed 
operational  skills  that  can  be 
applied  to  nearly  any  commercial 
venture  with  equal  efficiency. 

The  ends,  not  just  the  means. 

We  have  the  ability  and  experience 
to  put  almost  any  house  in  order. 
Where  does  that  leave  you?  It  leaves 
you  free  to  run  an  efficient  enterprise 
in  an  orderly  house. 

Total  services  bring  about  a  new  era 
in  which  the  ends  no  longer  justify  the  ex- 
penditure of  your  means.  Because  Ogden 
can  supply  the  desired  ends  for  you. 


OGDEN 

CORPORATION 


THE  NEW  OGDEN 

Putting  America's  house  in  order. 


IRA  season. 

Do  you  know 
what  you're 
hunting  for  ? 


Your  IRA  is  perhaps  the  most 
important  investment  you'll  ever  make. 
Surprisingly,  many  short-sighted  inves- 
tors approach  it  like  a  wild  game  hunt. 

The  Strong  Total  Return  Fund 
provides  an  appropriate  long-term 
vehicle  for  your  IRA.  The  Fund  strives 
for  profit  during  periods  of  growth; 
income  during  periods  of  uncertainty. 
How?  By  flexibly  adjusting  the  Fund's 
portfolio  among  stocks,  bonds,  and 
money  market  securities  — to  realisti- 
cally meet  changing  market  conditions. 
Strong's  disciplined,  responsible 
approach  seeks  the  highest  total  return 
consistent  with  reasonable  risk. 

If  your  long-term  goals  are  serious 
rather  than  sporting,  call  or  write 
Strong  today. 

•  Easy  one-step  IRA  and  Keogh  purchase 
and  transfer. 

•  Low  $250  minimum  initial  investment. 

•  Personal  attention  from  an  expert  staff. 

•  Average  annual  compounded  return  from 
12/31/81  I  inception)  through  11/30/85: 
+  26.1%  for  a  total  47-month  return 

of  145.7%  (assuming  reinvestment  of 
all  dividends). 


A  strong 
foundation 
for  your  future. 


STRONG 


I    Call  toll  free  1800  368-3863 

Or  mail  the  coupon  today. 

|  □  YES,  send  me  .i  FREE  fact  kit  with  prospectus 

I  and  more  details  on  the  Strong  Total  Return 

.  Fund  and  IRAs  —  including  information 

on  charges,  expenses,  and  1%  sales  charge 

I  (no  redemption  fee).  I'm  aware  net  asset  value 

j  per  share  will  fluctuate  over  time  and  past 

I  performance  isn't  a  guarantee  of  future  success. 

,  (Read  prospectus  carefully  before  investing.) 


Name  

Address. 
City  


.State. 


.Zip 


FB601 

STRONG  TOTAL  RETURN  FUND 

I  c/o  Strong/Corneltuson  Capital  Mananement,  Inc 
815  E.ist  Mason  Street.  Milwaukee  Wl  53202 


One  service  company,  Bell  & 
Howell,  is  having  a  hard  time 
letting  investors  know  what 
business  it's  in.  The  company 
hasn't  made  cameras  since  1979 
but  people  still  think  of  it  as  "an 
aging  camera  company,"  says 
Jan  Loeb  o/L.F.  Rothschild. 


vices,  has  a  five-year  return  on  equity 
of  43.1%.  That's  first  among  the  21 
companies  in  this  industry.  It  has 
topped  that  five-year  figure  in  each  of 
the  last  two  years  and  without  a  pen- 
ny of  debt. 

Or  take  Kelly  Services,  second  in 
office  services.  Kelly  had  a  28.7% 
ROE  last  year,  again  with  no  debt — 
while  computer  leaser  Comdisco, 
number  one  there,  is  bloated  with  it. 
Another  company  whose  ROE  is  arti- 
ficially high  because  of  heavy  debt  is 
Gelco,  the  vehicle  leaser. 

ServiceMaster's  main  business  is 
cleaning  hospitals.  It  may  be  one  of 
the  few  companies  to  benefit  from  the 
health  care  industry's  current  prob- 
lems (see  p.  1541  Hospital  companies 
are  trying  to  cut  costs  and  increase 
efficiencies,  and  one  way  is  to  con- 
tract out  housekeeping  services. 

But  ServiceMaster  has  also  gone 
into  schools  and  factories,  which  ac- 
counted for  25%  of  its  $916  million 
annualized  revenues  in  1984.  "We're 
at  the  front  of  the  curve,"  boasts 
President  C.  William  Pollard.  "The 
total  education  market  is  about  $14 
billion.  We've  gone  from  zero  to  $160 
million  there  in  under  five  years." 

Kelly  owns  and  operates  all  its  of- 
fice temp  outlets,  while  its  chief  com- 
petitor, Parker  Pen's  Manpower,  often 
franchises.  Kelly  should  grow  at  16% 


to  17%  this  year,  says  Merrill  Lynch 
analyst  Jerry  Levine. 

One  service  company,  Bell  & 
Howell,  is  having  a  hard  time  letting 
investors  know  what  business  it  is  in. 
The  company  hasn't  made  cameras 
since  1979,  and  now  gets  its  revenues 
from  such  services  as  information 
storage  and  document  processing.  But 
people  still  think  of  B&.H  as  "an  aging 
camera  company,"  says  L.F.  Roth- 
schild analyst  Ian  Loeb,  who  thinks 
the  stock  (recently  325/s)  is  underval- 
ued as  a  result. 

Savin,  one  of  four  companies  on  our 
list  to  post  a  deficit,  had  losses  be- 
cause of  the  expense  of  staying  com- 
petitive in  the  cutthroat  copier  busi- 
ness. As  a  result,  Savin  is  planning  to 
dump  its  8000  series  copier  in  1986. 

Automatic  Data  Processing,  which 
does  payroll  checks  as  well  as  ac- 
counting and  tax  services  for  busi- 
nesses, is  a  consistently  profitable 
company  that  failed  to  match  its  five- 
year  return  on  equity  of  19.4%  last 
year.  But  that  was  because  the  com- 
pany increased  spending  on  payroll 
national  accounts  and  on-site  ac- 
counting software.  And  the  com- 
pany's earnings  rose  despite  the  drop 
in  ROE.  Its  automatic  teller  machine 
division  generated  profits  for  the  first 
time  in  1985  and  should  help  more 
this  year.  ■ 
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Kodak  Ektaprint  225  copier-duplicator. 


Now  you  can  make  two-sided  copies— from  one-  or  two-sided  originals— automatically. 
With  the  Ektaprint  225  copier-duplicator,  you  needn't  touch  originals  or  copies  until  the  job  is 
done.  Only  the  button  that  says  "two-sided."  Plus, 
there's  a  full  array  of  advanced  finishing 
capabilities:  new  slip  sheeting  puts  colorful 
dividers  anywhere  in  the  set.  "Chapterization" 
starts  chapters  on  right-hand  pages.  And 
there's  automatic  in-line  insertion  of  cover 
sheets  or  letterhead.  All  on  a  proven-reli- 
able mainframe.  Call,  or  send  the  coupon. 
1  800  44KODAK  (1  800  445-6325)  Ext.  362. 


What  copiers 
can  automatically 
duplex? 


...and  add 
slip  sheets  and  covers 
or  letterhead? 

...and  chapterize? 


Kodak 


of 


erscan! 


Eastman  Kodak  Company.  1985 


Eastman  Kodak  Company,  CD-5521 
Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 
I  ]  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume:  


Company. 

Address  

City  


-State  _ 


Zip. 


Telephone! 


L 
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The  turnaround  finally 
came.  But  that  six-year 
stomachache  won't 
go  quickly. 


By  Richard  Morals 


Remember  the  $906  million  Fireman's  Fund  pubh 
offering  last  October?  It  was  initially  priced  at  25V 
a  share,  but  investors  oversubscribed  it  and  drov 
the  price  up  to  323A  within  a  month. 

How  times  change.  Two  years  ago  Fireman's  Fund,  thei 
owned  by  American  Express,  was  in  terrible  shape,  losin 
$458  million  pretax  in  just  three  years. 

Why  the  rush  to  buy  the  stock  when  American  Expres 
sold  it?  Because  people  felt  that  the  bad  news  was  over  an> 
the  good  news  about  to  flow. 

After  six  bad  years  the  most  severe  down  cycle  in  th 
industry's  history  seems  to  be  ending.  In  1985  property  an< 
casualty  insurance  premium  rates  climbed  50%,  witl 
some  specialty  lines  up  400%.  And  the  speculative  frenz 


Insurance 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%in 
— segment — 
Company  sales/profits 

latest      debt  as  net 
5-year      12           %  of  profit 
rank        average    months    equity  margin 

latest 
5-year  12 
rank        average  months 

latest 
5-year  12 
rank        average  months 

earn 
stabi 

Brokers 

Marsh  &.  McLennan  69/76 
Alexander  &  Alexander  85/» 

1  23.0%      41.0%        2.8%  11.9% 

2  9.8          def         79.2  def 

1  14.7%  21.3% 

2  9.4  51.5 

1           -7.2%  102.4% 
NM  D-D 

lo- 
Ni 

Medians 

16.4          5.6         41.0  3.2 

12.1  36.4 

-7.2  102.4 

Diversified 

Loews  67/dp 
Teledyne  28/na 
Cincinnati  Financial  */dd 
American  Intl  Group  •/• 
Combined  Intl  •/• 

1  22.1%      27.4%      20.1%  9.3% 

2  21.3        24.6         92.4  8.6 

3  19.7         13.0          3.7  8.8 

4  19.0        10.0         16.7  5.6 

5  18.6         18.3          3.8  11.5 

17            5.4%  19.5% 
20            3.5  -3.4 
11           10.4  20.0 
6           13.2  21.9 
4           15.0  6.2 

1  12.3%  48.7% 

6  3.1  33.6 

2  10.7  1.2 
4            6.9  -25.4 

7  3.0  17.7 

aver 
very 
very 
lo 
lo 

Old  Republic  Intl  •/• 
American  Express  30/dp 
Farmers  Group  •/• 
General  Re  •/• 
American  General  «/dp 

6  18.3         13.0         19.3  6.5 

7  18.0         15.3         83.3  4.8 

8  17.8         16.6          0.2  18.2 

9  17.4          2.8           1.2  2.0 
10            14.3         13.2          12.2  8.3 

15             5.9  71.9 

2  21.9  22.1 

3  16.1  10.8 
5           14.9  16.0 
1            22.3  11.3 

5            5.5  -11.1 

8  1.8  61.5 
3            9.0  12.7 

15          -7.6  -70.0 

9  1.6  21.4 

hi, 

lo 
very 
very 
very 

CNA  Financial  «/dd 
Safeco  •/• 
Transamerica  63/1 
Travelers  •/• 
Kemper  »/dd 

11  13.8          9.8          2.9  3.5 

12  12.9          9.5         37.8  4.9 

13  12.9          8.0        147.1  2.4 

14  12.1           7.9           1.9  1.9 

15  11.5          5.9         20.5  1.8 

16            5.9  19.5 
13            8.4  18.4 
19            4.9  25.6 
10            11.4  11.6 
7            12.9  30.8 

16  -9.7  -13.1 
11          -1.9  -24.1 
14          -7.3  6.5 
13          -6.2  -22.2 

17  -23.1  63.4 

lo 
very 
very 
hi, 
hi! 

Lincoln  National  •/• 
ITT  29/dp 
Aetna  Life  &  Cas  •/• 
Colonial  Penn  Group  ~  »/68 
Cigna  54/dd 

16  10.9         11.1         14.9  3.8 

17  10.6          6.9         42.9  3.4 

18  9.8          6.9         10.3  1.7 

19  9.3         13.5          0.0  3.8 

20  6.6tt       3.1           7.0  1.1 

8  12.4  9.1 
21           -6.9  -14.2 
18             5.3  17.3 

9  11.8  5.2 
12            9.3  14.9 

10            1.0  -0.7 
12          -5.1  -9.7 
19         -39.9  36.4 
NM  3.3 
NM  60.3 

very 
very 
very 

N. 
N. 

Continental  Corp  «/dd 
Beneficial  Corp  28/dp 

21  6.1           5.2         12.7  2.3 

22  44          9.0       399.3  4.0 

14            6.6  6.6 
22           -7.7  -13.6 

18         -34.3  477.1 
NM  -18.2 

hi 

N. 

Medians 

13.4          9.9         13.8  3.9 

9.9  15.5 

-3.5  4.9 

Life  and  health 

ICH 

First  Executive 
Business  Men  's  Assi 

1  25.6%      31.3%     258.6%  4.9% 

2  22.5         10.7          0.0  2.8 

3  14.1         13.2         12.4  9.3 

3           47.1%  255.2% 
1           58.1  103.9 
9             8.9  1.1 

2           29.4%  53.1% 
1           44.4  12.7 
6            8.7  23.6 

hij 
very 
avei 

•  90%  or  more.     DD:  Se                   rota!  deficit    DP:  Segment  deficit,  total  profit.  PD: 
P-D:  Profit  to  deficit,    def                     n      ihble.    NM:  Not  meaningful.    tFour-year  gro 

Segment  profit,  total  deficit  D-D 
wth.    ttThree  year  average.  Foi 

:  Deficit  to  deficit    D-P:  Deficit 
further  explanation,  see  page  5 

to  pn 

5. 
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over  the  Fireman's  Fund  offering  was  not  unique.  Compa- 
nies like  General  Re,  American  International  Group  and 
Travelers  Corp.  have  raised  more  than  $5  billion  in  the 
markets  during  the  last  year.  By  November  insurance 
stocks  were  up  as  much  as  42%,  vs.  18%  for  the  S&P's  500. 

The  severe  downturn  left  scars,  however.  "Our  indus- 
try's failure  to  be  economically  prudent  in  the  last  down 
cycle  seriously  weakened  the  capital  structure  of  some 
companies,"  says  Daniel  McNamara,  president  of  the  In- 
surance Services  Office. 

This  is  true.  The  industry  lost  $4.5  billion  in  pretax 
operating  income  last  year.  There  were  more  insolvencies 
in  1984-85  than  in  any  other  two-year  period  since  state 
guaranty  funds  were  formed  in  1969.  The  National  Associ- 
ation of  Insurance  Commissioners  says  15%  of  the  compa- 
nies that  filed  in  1984  needed  regulatory  action.  "Going 
into  some  companies  and  looking  at  their  financials  today 
is  like  looking  under  rocks,"  says  Bruce  Foudree,  NAIC 
president. 

Mission  Insurance,  50%  -owned  by  Carl  Lindner's  Amer- 
ican Financial  Corp.,  was  placed  in  conservatorship  by 


California's  insurance  department.  Xerox  was  forced  to 
infuse  $200  million  into  its  Crum  &.  Forster.  USF&G  and 
St.  Paul  Cos.  were  hurt  by  hurricane  losses.  Even  stellar 
performer  Geico's  12-month  ROE  was  44%  below  its  five- 
year  performance. 

Also,  while  the  equity  offerings  replenished  coffers,  re- 
serves caused  concern.  McNamara  estimates  that  general 
liability  lines  are  underreserved  40%;  medical  malprac- 
tice, 70%.  Wall  Street  figures  reserves  for  all  lines  fall 
short  by  6%  to  15%. 

Nor  have  the  basic  causes  of  the  downturn  been  re- 
moved. Until  the  nation  finds  ways  to  curb  the  mounting 
wave  of  outrageous  court  awards  to  plaintiffs,  it  is  difficult 
to  see  how  any  insurance  turnaround  can  last.  Higher  rates 
will  be  followed  by  higher  damage  awards  and  the  cycle 
will  begin  all  over  again. 

As  a  society  we  suffer  a  vicious  case  of  litigationitis.  The 
insurance  industry  is  caught  squarely  between  greedy  law- 
yers, softheaded  jurors  and  consumers  who  object  to  ever- 
rising  insurance  bills.  It  is  a  crisis  for  which  no  end  is  in 
sight.  ■ 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 
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latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnings 

npany 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stability 

ital  Holding 

•/• 

4 

14.1% 

13.1% 

27.8% 

6.5% 

4 

31.3% 

14.2% 

7 

8.6% 

2.2% 

very  high 

v'ident  Life  &  Acc 

•/• 

5 

14.0 

13.6 

0.0 

6.6 

10 

7.3 

21.7 

8 

7.8 

7.9 

high 

chmark 

80/« 

5 

14.0 

19.4 

20.4 

11.9 

6 

26.4 

0.0 

3 

14.2 

35.6 

very  high 

erican  Family 

•/• 

7 

13.4 

18.2 

9.1 

5.6 

8 

17.5 

12.8 

9 

6.8 

23.7 

very  low 

:rson-Pilot 

•/• 

8 

12.9 

15.8 

0.0 

17.7 

11 

4.9 

6.6 

5 

10.1 

51.6 

average 

Me 

•/• 

9 

10.8 

2.0 

19.6 

2.1 

13 

4.2 

-1.4 

15 

-21.9 

-78.5 

average 

Investors 

•/• 

10 

10.8 

10.7 

13.2 

4.5 

7 

23.7 

17.3 

4 

11.0 

11.9 

average 

erican  Natl  Ins 

•/nm 

11 

10.7 

7.3 

0.0 

11.0 

12 

4.2 

4.2 

10 

6.2 

-7.5 

average 

larch  Capital 

•/• 

12 

10.7 

10.0 

0.0 

3.3 

5 

28.0 

37.3 

11 

-1.1 

-11.3 

very  low 

;hington  National 

•/• 

13 

8.6 
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3.0 

1.1 

16 

-2.4 

-4.4 

14 

-20.1 

-63.5 

very  high 

thwestem  Natl  Life  •/• 

14 

7.4 

4.5 

26.6 

1.1 

2 

57.3 

63.4 

12 

-11.0 

-52.7 

low 

itable  of  Iowa 

58/* 

15 

7.0 

4.3 

9.2 

2.6 

15 

2.7 

4.9 

13 

-15.0 

-10.2 

average 

fman  &  Broad 

39/41 

16 

4.7 

14.5 

82.4 

4.7 

14 

3.3 

33.5 

NM 

72.1 

NM 
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11.9 

11.9 

10.8 

4.8 

13.2 

13.5 

7.3 

9.9 

Dperty  and  casualty 

high 

;o 

•/• 

1 

34.1% 

19.1% 

44.5% 

7.0% 

7 

7.1% 

20.4% 

3 

10.3% 

-13.9% 

nont  General 

88/dd 
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20.3 

113.5 

61.8 

26.3 

1 

15.5 

-18.4 

NM 

D-P 

NM 

versal  Leaf 

19/  7 

3 

19.0 

18.3 

3.2 

3.9 

14 

1.9 

12.9 

4 

9.6 

4.8 

very  high 

lover  Insurance 

•/• 

4 

13.7 

3.0 

0.0 

1.2 

4 

8.9 

24.5 

6 

-13.8 

-54.5 

low 

o  Casualty 

•m 

5 

13.6 

6.4 

0.0 

2.9 

11 

4.2 

11.3 

7 

-15.9 

8.8 

high 

ibb 

73/dp 

6 

12.8 

7.3 

20.7 

3.0 

2 

10.9 

25.2 

5 

-12.6 

9.1 

high 

f&G 

•/dd 

7 

12.5 

def 

0.0 

def 

10 

4.6 

28.2 

8 

-16.0 

P-D 

high 

3X 

20/na 

8 

12.2 

4.3 

35.5 

2.6 

13 

3.4 

0.4 

9 

-20.2 

-40.0 

high 

s,  Roebuck 

19/31 

9 

10.6 

10.7 

87.4 

2.9 

3 

10.4 

4.6 

2 

13.5 

-19.9 

average 

cshire  Hathaway 

28/22 

10 

8.4 

7.0 

10.0 

11.0 

5 

8.7 

26.0 

1 

15.0 

11.8 

high 

aul  Cos 

•/dd 

11 

7.7 

def 

8.5 

def 

8 

6.3 

1.2 

NM 

D-D 

NM 

sion  Insurance 

•/dd 

12 

def 

def 

835.3 

def 

6 

7.2 

-4.4 

NM 

D-D 

NM 

man's  Fund 

•/dd 

NA 

def 

0.0 

def 

9 

5.7* 

0.8 

NA 

NA 

NM 

ne  Group 

88/dd 

NA 

NA 

28.5 

def 

12 

3.7 

-4.9 

NA 

NA 

NM 

lians 

12.7 

6.4 

15.4 

2.8 

6.7 

8.0 

—14.9 

-19.9 

istry  medians 

12.9 

10.0 

12.6 

3.8 

8.8 

13.6 

-3.5 

3.3 

industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

p%  or  more.  DD:  Segment  deficit,  total  deficit.  DP:  .Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit.  D  P:  Deficit  to  profit. 
>:  Profit  to  deficit    def  Deficit    NA:  Not  available    NM:  Not  meaningful.    JFour-vear  growth.    ttThree-vear  average.    For  further  explanation,  see  page  56 
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The  personal  computer 
that  raised  high  performance 

to  new  heights. 

If  you  work  with  high  volumes  of  information, 

you  need  answers  fast. 


V)u  need  a  personal  computer  that's  up 
to  the  task. 

Which  is  why  IBM  created  the  Personal 
Computer  AT®  system.  It's  changed  a  lot  of 
ideas  about  business  computing. 

The  idea  of  "fast"  has  become  much 
faster.  The  idea  of  "data  capacity"  has 
become  far  greater. 

There  are  new  definitions  of  "power"  in  a 
stand-alone  PC.  While  phrases  like  "sharing 
files"  and  "multi-user  systems"  are  being 
heard  more  often. 

And  surprisingly  words  like  "affordable" 
and  "state-of-the-art" are  being  used  together: 

Clearly,  the  Personal  Computer  AT  is 
different  from  anything  that  came  before. 
And  what  sets  it  apart  can  be  neatly  summed 
up  in  two  words. 

Advanced  Technology. 

If  you Ve  ever  used  a  personal  computer 
before,  you'll  notice  the  advances  right  away. 

To  begin  with,  the  Personal  Computer  AT 
is  extraordinarily  fast.  That's  something 
you'll  appreciate  every  time  you  recalculate  a 
spreadsheet.  Or  search  through  a  data  base. 

It  can  store  mountains  of  information— 
literally  thousands  of  pages*  worth  — with  a 
single  "hard  file"  (fixed  disk).  And  now  you 
can  customize  your  system  to  store  up  to 


30,000  pages  with  the  addition  of  a  second 
hard  file. 

The  Personal  Computer  AT  runs  many  of 
the  thousands  of  programs  written  for  the 
IBM  PC  family.  Like  IBM's  TopView,  the 
program  that  lets  you  run  and  "window" 
several  other  pr  ograms  at  once. 

Perhaps  best  of  all,  it  works  well  with  both 
the  IBM  PC  and  PC/XT.  Which  is  welcome 
news  if  youve  already  made  an  investment  in 
computers. 

You  can  connect  a  Personal  Computer  AT 
to  the  IBM  PC  Network,  to  share  files, 
printers  and  other  peripherals  with  other 
IBM  PCs. 

You  can  also  use  a  Personal  Computer  AT 
as  the  centerpiece  of  a  three-user  system, 
with  your  existing  IBM  PCs  as  workstations. 

Most  important,  only  the  Personal 
Computer  AT  offers  these  capabilities  and 
IBM's  commitment  to  quality,  service  and 
support.  (A  combination  that  can't  be 
cloned.) 

If  you'd  like  to  learn  more  about  the  IBM 
Personal  Computer  AT.  see  your  Authorized 
IBM  PC  Dealer.  IBM  Product  Center  or  IBM 
marketing  representative.  For  a  store  near 
you,  call  1-800-447-4700  (in  Alaska,  call 
1-800-447-0890). 


The  IBM  Personal  Computer  AT, 
for  Advanced  Technology. 


IBM,  Personal  Computer  AX  PC/XT  and  TopVieware  tiademarks  of  International  Business  Machines  Corporation. 


LEISURE  AND 
RECREATION 

Variety  might  put  it  this  way:  Shows  bomb,  sharks  boffo. 


By  Matthew  Heller 

T|  he  business  of  making  movies  wasn't  much  tc 
shout  about  in  1985.  But  the  business  of  makinj 
moves  on  movie  companies  was  a  smash. 
With  only  a  couple  of  blockbuster  films — Universal'; 
Back  to  the  Future  and  Rambo.  First  Blood  Part  II  from  Tri 
Star  Pictures — overall  box  office  receipts  were  down  abou 
6% .  The  leverage  on  that  is  considerable  in  this  business: ; 
53%  decline  in  industrywide  earnings. 

Rupert  Murdoch  and  Ted  Turner  made  bigger  news 
Murdoch  bought  Twentieth  Century-Fox  and  Turne: 
bought  MGM  (maybe).  Rumored  targets  for  1986:  Warne 
Communications  and  industry  profits  leader  MCA. 

What's  the  attraction?  Huge  assets  in  the  form  of  lucra 
tive  film  libraries  and  TV  series  syndication  deals.  Out  o: 
that,  a  rich  crop  is  ready  for  harvest  this  year. 
Analyst  Alan  Kassan  of  First  Manhattan  Co.  estimates 


Leisure  and  recreation 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 
— segment — 
Company  sales/profits 

latest      debt  as  net 
5-year      12          %  of  profit 
rank        average    months    equity  margin 

latest 
5-year  12 
rank        average  months 

latest 
5-year  12 
rank        average  months 

earni: 
stabil 

Entertainment 

General  Cinema  38/34 
CBS  32/19 
MCA  69/72 
MGM/UA  Enter  •/• 

1  34.5%      34.5%     114.6%  12.9% 

2  13.7          0.3         23.9  0.2 

3  13.4          9.5          9.0  5.9 

4  13.2           def        107.7  def 

5  6.9%  -0.1% 
7             5.1  -4.0 

6  6.1  27.2 
1           39.4  -7.3 

1  43.0%  76.2% 
4          -3.1  -98.0 

3           -2.7  14.4 

2  -0.3  P-D 

very  h 
very  1 
very  1 
very  li 

Gulf  &  Western  Inds  32/18 
Bally  Manufacturing  70/na 
Walt  Disney  81/66 
Warner  Communication  •/• 

5  9.3         12.6         49.7  14.0 

6  9.1          def       168.8  def 

7  8.4        15.0         73.7  8.6 

8  def          def       148.0  def 

8           -5.9  -59.9 

2  26.4  -1.3 

3  14.6  21.7 

4  8.2  -42.4 

NM  -7.3 
NM  P-D 
5         -25.4        500.0  + 
NM  D-D 

Nh 
NJV 
higl 
NM 

Medians 

11.3          4.9         90.7  3.1 

7.6  -2.7 

-14.3  -52.7 

Hotels  and  gaming 

Marriott  46/49 
Hilton  Hotels  •/• 
MGM  Grand  Hotels  72/na 
Transworld  33/35 
Caesars  World  •/• 

1  22.2%      22.4%     165.1%  4.0% 

2  21.0         19.3         46.5  17.5 

3  18.7tt       NE        143.4  4.4 

4  16.2tt      17.6         27.9  5.6 

5  14.5         16.3       104.5  4.8 

2  19.3%  15.7% 

8  4.9  2.4 

9  3.6  6.0 
5            7.3  1.7 

3  16.1  6.5 

1  19.8%  24.4% 

5  1.6  32.6 

6  -19.5  38.9 

2  15.5  7.0 
NM  62.1 

very  h 
very  1 
very  h 
avera 
NM 

Holiday  •/• 
Bally  Manufacturing  29/na 
Resorts  Intl  •/• 
Del  E  Webb                    26/  1 
Ramada  Inns  •/• 

6  13.3         16  1          77.1  7.6 

7  9.1          def       168.8  def 

8  8.6          def       392.2  def 

9  5.5         13.0         67.1  5.1 
10             def          3.9        130.5  1.6 

6  6.5  5.4 
1           26.4  -1.3 

7  4.9  1.4 
10           -4.2  -32.3 

4            13.3  2.4 

4  9.8  36.3 
NM  P-D 
NM  P-D 

3  9.9  29.3 
NM  44.4 

low 
NM 
NM 
low 
NM 

Medians 

13.9         14.6        117.5  4.6 

6.9  2.4 

-9.0  31.0 

•  90%  or  more    DD:  Segment  deficit,  total  deficit.    DP:  Segment  deficit,  total  profit    PD:  Segment  profit,  total  deficit  D-D 
P-D:  Profit  to  deficit,    def:  Deficit    NA:  Not  available.    NE:  Negative  equity.    NM:  Not  meaningful.    tFour-vear  average  ttThr 
see  page  56.  % 

Deficit  to  deficit    D  P:  Deficit  to  profit! 
ee  year  average.    For  further  explanatia 

Keith  Glasgow  JB  Pictures 
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that  the  six  TV  shows  MCA  currently  produces  and  syndi- 
cates, plus  the  three  for  which  it  has  syndication  rights, 
will  bring  $600  million  in  initial  syndication.  Miami  Vice 
alone  should  go  for  $2  million  an  episode.  Gulf  &  West- 
ern's Paramount  is  also  sitting  on  a  gold  mine  in  Cheers, 
Family  Ties  and  Webster,  all  due  for  syndication  by  1988. 

Casino  owner  Bally  acquired  MGM  Grand  Hotels'  Las 
Vegas  and  Reno  operations  for  $440  million.  That  allowed 
it  to  diversify  out  of  Atlantic  City,  where  growth  is  slow- 
ing. The  eastern  casinos'  profits  declined  by  around  45% 
last  year,  even  though  revenues  were  up  10%. 

The  reason:  The  Boardwalk  is  getting  crowded.  New 
York  real  estate  developer  Donald  Trump's  $320  million 
Trump  Castle  was  the  latest  to  arrive. 

Atlantic  City  must  improve  the  infrastructure,  argues 
Dennis  Forst,  an  analyst  at  Seidler  Amdec  Securities.  Not 
only  is  the  transportation  inadequate  but  there  aren't 
enough  parking  places  or  hotel  rooms  to  service  the  casino 
capacity. 

In  resurgent  Las  Vegas,  casino  winnings  rose  about  12%, 
double  the  five-year  average.  That's  why  Bally's  move  is 
smart.  It  enters  a  buoyant  market  with  a  prime  location  on 
the  Strip  opposite  Caesar's  Palace,  Vegas'  most  successful 
casino. 

Parent  Caesars  World  is  now  sitting  on  such  a  huge  pile 
of  cash — an  estimated  $75  million — that  Chairman  Henry 
Gluck  is  considering  acquiring  a  hotel  chain.  Steve  Wynn 
of  the  Golden  Nugget  tried  that  last  year,  but  Hilton 
International  beat  him  off.  Hilton  is  still  considered  a 
target. 

Gluck  would  be  moving  into  an  industry  that  offers  no 
great  prospects  this  year.  Hotel  occupancy  in  1985  was  a 


mediocre  66%,  and  room  rates  rose  only  7%,  less  than 
expected.  Market  segmenting  by  big  hotel  chains  and  tax 
shelter  syndication  deals  (Forbes,  Oct.  7,  1985)  flooded  the 
market  with  50,000  additional  rooms  last  year. 

There  may  be  more.  Holiday  Corp.,  for  one,  wants  to 
move  out  of  its  middle-class  market  both  ways — up  to 
luxury  hotels  at  one  end  (Holiday's  Embassy  Suites  chain) 
and  down  to  no-frills  budget  at  the  other  (Hampton  Inns). 

But  you  can't  easily  turn  an  existing  Holiday  Inn  into  a 
luxury  hotel,  or  strip  it  down,  either;  you  have  to  build  a 
new  hotel.  Once  built,  says  John  Rohs,  an  analyst  at 
Wertheim,  "it  takes  two  or  three  years  before  it  makes  any 
meaningful  contributions  to  earnings." 

New  products  are  the  lifeblood  of  toy  and  sports  equip- 
ment companies.  For  example,  Hasbro's  sales  rose,  thanks 
to  full-year  results  for  Milton  Bradley,  acquired  in  late 
1984.  But  its  profits  owe  more  to  GI  Joe  and  to  Transform- 
er, the  robot  you  can  twist  into  trucks  and  spacecraft. 

Hasbro's  Transformer  proves  that  you  need  standout 
new  products  to  overcome  sluggish  demand  in  leisure 
industries.  Sports  and  recreational  equipment  makers 
failed  to  come  up  with  many.  Even  Brunswick,  whose 
earnings  had  been  surging  for  the  last  two  years,  suffered 
from  flat  sales. 

This  year  could  be  better.  Toymakers  are  planning  new 
lines,  such  as  Coleco's  Furskins,  which  the  company 
hopes  will  be  a  bearlike  successor  to  its  Cabbage  Patch 
Kids.  Polaroid  has  a  new  instant  camera  aimed  at  a  youn- 
ger, more  affluent  audience.  And  the  35mm  makers, 
which  have  hurt  Polaroid  in  recent  years,  are  coming  out 
with  dual-lens  cameras.  Look  for  Kodak  to  enter  this 
market  in  the  spring.  ■ 
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ua  Industries 

board  Marine 

73/75 
28/27 
79/» 

1 

2 
3 

24.7% 
20. 7t 
9.8 

20.9% 
17.9 
8.0 

23.9% 
114.0 
24.8 

6.5% 

3.7 

3.3 

2 
3 
1 

2.3% 
-14.8 
4.3 

5.0% 
11.2 
-4.5 

2 
1 

46.2% 

NM 

49.6 

5.6% 
-8.5 
-42.4 

average 
NM 
high 
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20.7 

17.9 

24.8 

3.7 

2.3 

5.0 

46.2 

-8.5 

otography 
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78/81 
•/• 
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2 

15.8% 
4.7 

10.4% 
2.3 

5.7% 
13.6 

6.9% 
1.7 
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2 

4.6% 
-2.5 

1.5% 
-2.9 
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2 

-7.4% 
-8.5 

-5.9% 
-48.5 

low 
very  low 

lians 

10.3 

6.4 

9.7 

4.3 

1.1 

-0.7 

-8.0 

-27.2 

ys  and  electronics 

bro  •/• 

;co  Industries  •/• 
tel  •/• 
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2 
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31.8% 
18.0 
deft 

29.1% 
def 
77.1 

43.5% 
1273.3 
137.5 

8.2% 

def 

6.2 

2 
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37.5% 
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-1.4 

111.0% 
21.9 
43.7 

1 

65.0% 

NM 

NM 

42.3% 

D-D 
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high 
NM 
NM 

lians 

18.0 

29.1 

137.5 

6.2 

37.5 

43.7 

NM 

42.3 

istry  medians 

13.4 

11.5 

90.8 

4.6 

6.3 

2.1 

-8.0 

5.6 

industry  medians 

13.7 
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-6.0 
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Profit  to  deficit    def:  Deficit.    NA:  Not  available.    NE:  Negative  equity.    NM:  Not  meaningful.  tFoui 
page  56. 
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METALS 

Protectionism  won't 
help.  The  lesson:  Cut 
your  costs  or  die. 


By  Kerry  Hannon 


In  other  industries,  the  question  is,  who  will  the 
winners  be?  In  metals,  the  despairing  question  is,  who 
will  the  survivors  be? 
Only  1  of  the  36  companies  on  our  lists,  Worthington 
Industries,  has  a  positive  five-year  growth  rate  in  earnings 
per  share.  It's  a  fair  bet  that  many  of  these  companies 


won't  see  the  21st  century. 

Two,  Revere  Copper  and  Wheeling-Pittsburgh  Steel, 
have  already  been  in  Chapter  11.  Others  will  survive  only 
by  shrinking  drastically  or  by  going  into  unrelated  busi- 
nesses. U.S.  Steel  has  shut  24%  of  its  capacity  in  the  past 
six  years.  It  is  now  an  oil  and  gas  company  with  a  steel 
sideline. 

The  trouble  in  steel  is  very  basic  and  will  be  around  for  a 
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Nonferrous  metals 

Engelhard 

77/41 

1 

17.8% 

10.2% 

12.7% 

2.2% 

6 

0.1% 

-4.8% 

1 

-0.2% 

0.6% 

very  1! 

Handy  &  Harman 

45/42 

2 

15.9 

7.6 

78.1 

1.8 

8 

-3.2 

-7.5 

2 

-10.6 

-26.0 

low 

AJcan  Aluminium 

•/• 

3 

10.5 

def 

45.3 

0.0 

3 

3.0 

2.2 

4 

-38.0 

P-D 

avera 

Newmont  Mining 

52/dp 

4 

9.0 

1.8 

14.6 

3.8 

9 

-4.0 

-10.3 

3 

-32.4 

-30.7 

higl 

Alcoa 

86/» 

5 

8.4 

2.7 

47.4 

1.7 

4 

2.6 

-8.6 

NM 

-76.3 

NJVt 

Easco 

59/NM 

6 

7.3 

def 

84.6 

def 

1 

10.3 

-28.1 

NM 

D-D 

NJVi 

Reynolds  Metals 

•/• 

7 

4.7 

def 

85.5 

def 

5 

0.5 

-7.7 

NM 

P-D 

NM 

Kaiser  Alum  ik  Chem 

60/33 

8 

2.4 

def 

104.4 

def 

7 

-0.1 

-30.0 

NM 

P-D 

NM 

Asatco 

82/63 

9 

def 

def 

65.0 

def 

11 

-5.5 

-20.6 

NM 

D-D 

NM 

AM  AX 

57/dp 

10 

def 

def 

61.0 

def 

10 

-5.0 

-14.1 

NM 

D-D 

Niv. 

Phelps  Dodge 

60/dd 

11 

def 

def 

68.5 

def 

13 

-8.9 

-5.9 

NM 

D-D 

NM 

Revere  Copper 

87/82 

12 

def 

65.8 

433.5 

6.0 

12 

-7.9 

-19.7 

NM 

D-P 

NM 

Inspiration  Resources 

44/dp 

13 

def 

def 

55.8 

def 

2 

5.2 

27.1 

NM 

D-D 

NM 

Inco 

•/• 

14 

def 

3.5 

77.2 

3.9 

14 

-15.6 

4.8 

NM 

D-P 

NIV 

Medians 

3.6 

def 

66.8 

del 

-1.7 

-8.2 

NM 

P-D 

Steel 

Worthington  Inds 

57/68 

1 

23.6% 

20.2% 

32.3% 

5.4% 

1 

15.4% 

11.8% 

1 

4.6% 

14.9% 

averaj 

Nucor 

•/• 

2 

18.5 

18.8 

14.4 

7.6 

4 

7.1 

16.1 

4 

-5.5 

46.3 

very  lc 

Carpenter  Technology 

•/• 

3 

13.3 

6.0 

39.3 

3.5 

9 

-1.6 

-2.3 

5 

-11.7 

^t6.5 

avera) 

Earle  M  Jorgensen 

•/• 

4 

11.4 

4.8 

15.6 

2.7 

19 

-7.1 

6.0 

6 

-19.4 

-24.1 

averaj 

•  90%  or  more.  DD:  Segment  deficit,  total  deficit  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit  D-P:  Deficit  to  profit. 
P-D:  Profit  to  deficit,    def  Deficit.    NA:  Not  available.    NM:  Not  meaningful.    For  further  explanation,  see  page  56. 
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>  long  while:  worldwide  overcapacity.  Not  counting  Com- 
i  munist  countries,  there  is  annual  world  capacity  of  625 
million  metric  tons  and  demand  of  only  440  million  met- 
ric tons.  Translated,  that  comes  to  a  70%  operating  rate. 

"That  is  just  too  low  for  the  steel  industry  to  be  very 
successful,"  says  Donald  Trautlein,  chairman  of  the 
American  Iron  &  Steel  Institute  and  chairman  of  Bethle- 
hem Steel.  "In  a  capital-intensive  industry — one  that  has 
high  fixed  charges — you  ought  to  get  up  into  an  80% 
utilization  to  be  profitable." 

The  news  isn't  very  different  in  aluminum.  The  number 
of  producers  worldwide  has  doubled  since  1950,  to  about 
40  today.  More  than  a  third  of  these  are  under  their 
governments'  control.  Result:  dumping,  at  desperation 
prices.  Ingot  aluminum  goes  for  50  cents  a  pound,  down 
from  75  cents  in  1983. 

As  recently  as  1981,  the  U.S.  was  a  net  exporter  of 
aluminum.  Now  net  imports — imports  less  exports — are 
running  1.5  billion  pounds,  or  10.7%  of  U.S.  consumption. 
William  Siedenburg  of  Smith  Barney  predicts  that  this 
figure  will  increase  to  12.5%  for  1986. 

Copper?  The  average  producer's  price  is  67  cents  a 
pound,  down  from  an  average  77  cents  in  1983.  Mines  in 
Chile  and  Zambia  are  running  full  tilt  so  that  these  coun- 
tries can  pay  off  their  foreign  debt. 

Will  protectionism  help?  All  such  attempts  will  fail, 
says  John  Tumazos,  an  Oppenheimer  &  Co.  analyst.  Take 
steel,  where  import  quotas  are  in  force.  Imports  of  steel- 
containing  goods  are  increasing.  General  Motors  has  two 
car  models  being  assembled  in  Japan,  and  Ford  currently 
has  one  being  manufactured  in  Germany.  In  addition,  steel 
consumers  are  able  to  import  cheaper,  often  subsidized, 


steel  products  that  are  slightly  fabricated  and  thus  not 
covered  by  the  quotas. 

Who,  then,  will  survive?  In  steel,  Worthington  Indus- 
tries has  a  brighter  future  than  most,  precisely  because  it 
doesn't  deal  with  iron  ore.  It  processes  coils  of  steel  pro- 
duced by  the  big,  financially  troubled  mills  and  melts 
down  scrap  for  its  steel  foundry. 

Nucor  Corp.  is  another  likely  survivor.  Like  Worthing- 
ton, it  doesn't  process  ore.  Nucor  makes  products  like 
construction  joists  and  angles  out  of  scrap.  Both  compa- 
nies have  largely  nonunion  work  forces  with  a  significant 
percentage  of  wages  in  productivity  bonuses  or  profit- 
sharing  payments. 

Some  processors  and  distributors  will  be  survivors:  En- 
gelhard and  Handy  &  Harman  in  precious  metals  and  Earle 
M.  Jorgensen  and  Central  Steel  &.  Wire  in  base  metals.  And 
manufacturers  in  narrow  market  segments,  such  as  Car- 
penter Technology  in  specialty  metals  and  Timken  in 
roller  bearings. 

What  about  the  big  producers?  Trautlein's  Bethlehem 
Steel,  which  has  lost  more  than  $1.9  billion  since  1981,  is 
making  some  headway.  The  company  has  cut  the  work 
force  in  half  while  paring  output  only  30% . 

LTV  Corp.,  the  nation's  number  two  steel  producer,  lost 
$648  million  in  the  first  nine  months  of  1985,  mostly  from 
the  closing  of  its  Aliquippa,  Pa.  plant.  More  permanent 
plant  closings  may  be  necessary  at  the  integrated  steel 
companies. 

A  weakening  dollar  will  help  fend  off  the  imports.  A 
brisker  European  economy  would  soak  up  some  of  the 
excess  capacity.  But  the  inevitable  truth  for  primary  metal 
producers  here  is:  Get  your  costs  down  or  die.  ■ 
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ntral  Steel  &.  Wire 

•/• 

5 

11.3% 

10.8% 

0.0% 

2.8% 

12 

-2.7% 

-3.5% 

3  -2.7% 

-11.7% 

very  low 

llone  Industries 

56/51 

6 

9.8 

def 

181.0 

def 

10 

-2.4 

-16.8 

NM 

P-D 

NM 

erlake 

•/• 

7 

7.7 

9.1 

34.9 

3.6 

18 

-6.4 

-13.3 

2  -1.3 

-23.1 

very  low 

nken 

29/15 

8 

6.4 

1.2 

11.4 

0.9 

14 

-5.4 

-1.9 

NM 

-81.8 

NM 

lpco-Pittsburgh 

34/57 

9 

6.1 

3.9 

46.0 

1.5 

7 

0.0 

23.4 

NM 

119.4 

NM 

clops 

60/89 

10 

5.9 

13.1 

51.0 

1.8 

5 

4.7 

11.9 

NM 

58.5 

NM 

pperweld 

85/na 

11 

3.7 

def 

54.3 

def 

16 

-5.8 

7.4 

NM 

P-D 

NM 

V 

63/dp 

12 

2.3 

def 

152.1 

def 

8 

-0.1 

24.4 

NM 

D-D 

NM 

ited  States  Steel 
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13 
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104.8 

1.3 
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8.7 

-0.6 

NM 

D-P 

NM 
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72/55 

14 

1.2 
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55.5 

1.1 
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1.9 

8.5 

NM 

500.0  + 

NM 

tional-Standard 

•/• 

15 

0.5 

1.2 

15.7 

0.4 

15 

-5.5 

-11.9 

NM 

-86.0 

NM 

rthwestern  Steel 

•/dd 

16 

def 

def 

14.2 

def 

22 

-19.1 

27.1 

NM 

D-D 

NM 

ind  Steel 

•/• 

17 

def 

def 

72.7 

def 

11 

-2.7 

-12.2 

NM 

D-D 

NM 

tional  Intergroup 

56/na 

18 

def 

def 

15.4 

def 

21 

-10.8 

-57.9 

NM 

D-D 

NM 

T1CO 

52/40 

19 

def 

def 

74.5 

def 

13 

-4.7 

-11.2 

NM 

D-D 

NM 

eeling-Pittsburgh 

•/dd 

20 

def 

def 

148.4 

def 

17 

-6.3 

-18.0 

NM 

D-D 

NM 

hlehem  Steel 

88/dd 

21 

def 

def 

109.4 

def 

20 

-7.4 

-9.2 

NM 

D-D 

NM 

F 

40/pd 

22 

def 

def 

NE 

def 

2 

10.7 

-4.4 

NM 

D-D 

NM 
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3.0 

1.2 

42.7 

0.7 

-2.7 

-2.1 

NM 

-86.0 

ustry  medians 

3.1 

0.6 

54.9 

0.4 

-2.7 

-5.4 

NM 

P-D 

-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

P0%  or  more.  DD:  Segment  deficit,  total  deficit  DP:  Segment  deficit,  total  profit  PD:  Segment  profit,  total  deficit  D  D:  Deficit  to  deficit,  D-P:  Deficit  to  profit. 
>  Profit  to  deficit,    def  Deficit.    NA:  Not  available.    NE.  Negative  equity.    NM:  Not  meaningful    For  further  explanation,  see  page  56. 
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The  key  to  winning  an  array 
of  long-term  contracts  extending 
well  into  the  90's. 


Lockheed 

Giving  shape  to  imagination. 


As  technologies  expand  at  an 
ever-greater  pace,  so  do  the 
opportunities  for  those  who  can 
put  them  to  use. 

At  Lockheed,  some  of  todays  top 
engineering  and  design  teams  are 
exploring  technology  in  four 
major  areas:  Aeronautical  System 


formation  Systems;  Marine 
stems;  and  Missiles,  Space  and 
sctronic  Systems.  Lockheed  is 
*anized  to  capitalize  on  unique 
Ids  of  expertise,  and  to  properly 
:us  the  corporations  efforts  in 
ias  important  to  the  future. 
A  planned  investment  of  more 


than  $2  billion  over  the  next  five 
years  will  ensure  Lockheed's 
position  at  the  forefront  of  these 
technologies. 

With  sound  technical  and 
financial  strength,  Lockheed 
moves  into  the  future  from  its  best 
position  ever.  Further,  Lockheed 


enjoys  a  solid,  well-balanced 
business  base. 

From  lasers  for  strategic  defense 
to  systems  for  a  permanent  space 
station,  Lockheed  continues  to 
advance  the  technologies  essential 
to  the  military  and  commercial 
contracts  of  the  future. 


NATURAL  GAS 

For  40  years  natural  gas  prices  were  regulated 
at  the  wellhead.  Look  at  the  mischief  it  caused. 


By  Lisa  M.  Keefe 

The  free  market  is  coming  to  some  of  the  unlike- 
liest  industries.  First  electric  utilities  (see  p.  136), 
now  natural  gas.  Ultimately  it  will  be  good  for  the 
consumer  and  good  for  the  economy.  But  in  the  meantime 
it's  painful. 

With  a  huge  bubble  of  oversupply  hanging  over  the 
market,  natural  gas  prices  have  been  dropping  for  four 
years.  Exploration  has  about  stopped.  Producer  and  pipe- 
line margins  have  been  badly  squeezed. 

Look  at  the  tables.  Earnings  for  producers  and  pipeliners 
were  down  38.8%  last  year.  Their  return  on  equity  was 
7.2%,  less  than  half  their  five-year  averages. 


Integrated  companies,  those  with  production,  pipelines 
and  distribution,  were  hurt  less.  Distributors — local  gas 
utilities — were  hurt  least  of  all.  Their  earnings  fell  only 
6.2%,  and  their  return  on  equity  actually  exceeded  histori- 
cal averages.  But  their  turn  will  come. 

It  all  started  in  1978,  when  Congress  began  deregulating 
natural  gas  at  the  wellhead  after  it  had  been  controlled  by 
the  federal  government  for  40  years. 

Gas  prices  doubled  in  three  years.  That  got  exploration 
and  production  going  again,  but  turned  off  customers,  who 
started  switching  to  cheaper  fuel  oil.  What  had  been  a 
natural  gas  shortage  turned  into  a  surplus. 

Producers  and  pipelines  alike  wanted  to  keep  those 
customers.  To  do  that,  they  had  to  be  able  to  adjust  prices 


Natural  gas 


Yardsticks  of  management  performance 
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5-year 
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5-year 
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5-year 
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earnin; 

Company 

sales/profits 
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months 

equity 

margin 

rank 
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months 

rank 

average 
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Producers  &  pipeliners 

Texas  Oil  &  Gas 

•/na 

1 

33.6% 

18.4% 

40.9% 

16.2% 

1 

17.3% 

-16.7% 

1 

28.9% 

-20.0% 

very  hij 

Mitchell  Energy 

56/84 

2 

27.1 

4.3 

169.9 

2.8 

7 

12.9 

-7.9 

11 

-10.9 

-66.0 

low 

Sonat 

83/84 

3 

19.4 

9.5 

56.5 

5.6 

6 

12.9 

-8.7 

2 

14.7 

-34.8 

verv  hi. 

Valero  Energy 

61/85 

4 

19.3 

def 

212.5 

0.4 

12 

6.5 

56.4 

NM 

D-D 

NM 

Transco  Energy 

•/83 

5 

18.6 

2.8 

96.0 

0.7 

2 

17.2 

-4.9 

3 

9.2 

-81.3 

averag 

United  Energy 

•/• 

6 

18.0 

def 

52.9 

def 

14 

3.4 

-17.6 

12 

-29.0 

P-D 

averag 

Panhandle  Eastern 

86/73 

7 

16.8 

7.8 

109.6 

4.4 

8 

10.3 

-11:6 

8 

^3.4 

-22.0 

very  lo 

Texas  Eastern 

82/« 

8 

16.1 

13.6 

76.8 

3.7 

5 

14.2 

-3.6 

7 

-2.5 

22.9 

very  lo 

Tenneco 

28/26 

9 

14.6 

6.6 

75.4 

3.1 

13 

4.8 

1.0 

10 

-5.9 

-42.7 

averag 

MidCon 

•/• 

10 

13.4 

def 

69.2 

def 

4 

15.5 

-2.2 

5 

6.1 

P-D 

high 

Burlington  Northern 

45/19 

11 

12.8 

13.4 

50.4 

7.2 

3 

16.7 

7.8 

4 

7.6 

7.9 

averag 

Coastal  Corp 

na/na 

12 

12.8 

15.8 

191.6 

1.6 

11 

6.9 

6.6 

NM 

-4.9 

NM 

CSX 

29/20 

13 

10.8 

8.3 

46.8 

5.6 

9 

10.3 

-5.1 

6 

-1.6 

-19.5 

very  la 

Williams  Cos 

76/82 

14 

10.2 

3.6 

145.6 

1.5 

10 

9.0 

-17.6 

9 

-4.5 

-73.1 

very  lo 

Medians 

16.5 

7.2 

76.1 

3.0 

11.6 

-5.0 

-3.0 

-38.8 

•  90%  or  more.  DD:  Segment  deficit  total  deficit.  DP:  Segment  deficit,  total  profit  PD:  Segment  profit,  total  deficit  D-D:  Deficit  to  deficit.  P-D:  Profit  to  deficit, 
def  Deficit.    NA:  Not  available.    NM:  Not  meaningful.    For  further  explanation,  see  page  56. 
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Grafton  M  Smilh/Image  Bank 


on  a  customer-by-customer  basis  as  supply  came  back  and 
prices  fell.  So,  in  1983,  with  the  Federal  Energy  Regulatory 
Commission's  blessing,  suppliers  began  selling  gas  direct- 
ly to  industries  and  utilities,  with  the  pipelines  carrying  it 
for  a  fee. 

These  pipeline  transportation  contracts  now  cover 
about  25%  of  all  gas  in  U.S.  pipelines.  They  can  account 
for  up  to  40%  of  operating  income  for  companies  such  as 
Houston-based  Transco  Energy. 

Most  important,  they  have  brought  about  a  spot  market 
in  natural  gas.  "We  sincerely  believe  the  environment 
we're  operating  in  now  is  market-driven,"  says  Thomas  F. 
McLarty,  chairman  of  integrated  Arkla,  Inc. 

The  FERC  wants  to  push  the  free  market  further  by 


allowing  transportation  contracts  for  all  utilities  and  in- 
dustries, not  just  those  that  can  switch  to  another  fuel. 
Those  that  could  switch,  of  course,  were  those  the  pipe- 
liners  and  suppliers  were  in  danger  of  losing.  Customers 
that  can't  switch  have  to  take  the  pipelines'  natural  gas,  so 
they  paid  higher  rates  under  long-term  contracts. 

Not  surprisingly,  the  pipeliners  are  up  in  arms.  The 
issue  is  yet  to  be  settled.  But  no  one  doubts  that  change  is 
here.  In  the  old  days  the  pipeline  companies  could  simply 
tack  a  reasonable  rate  of  return  on  the  regulated  wellhead 
price  and  take  that  to  the  FERC  for  approval.  Now  their 
profitability  is  at  risk  to  market  forces. 

Take  Texas  Oil  &  Gas  (which  recently  agreed  to  merge 
with  U.S.  Steel).  It  leads  producer-pipeliners  with  a  five- 
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1 

23.0% 

16.5% 

59.4% 

11.3% 

19 

12.0% 

-12.1% 

2 

19.6% 

-32.2% 

high 
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•/• 

2 

21.3 

11.5 

78.2 

3.7 

9 

13.8 

-9.6 

14 

9.2 
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high 

■nmonwealth  Energy 

33/29 

3 

16.0 

16.7 

77.5 

6.2 

24 

11.4 

-3.6 

3 

14.0 

-13.4 

average 

ersified  Energies 

•/• 

3 

16.0 

7.2 

49.1 

1.4 

3 

17.7 

-0.8 

17 

8.9 

-63.4 

average 

a-Illinois  G&E 

50/13 

5 

15.9 

15.6 

85.4 

11.1 

30 

11.0 

-3.7 

12 

9.9 

7.4 

very  high 

isas  Power  &  Light 

65/22 

6 

15.8 

15.4 

82.2 

6.3 

1 

33.3 

-11.2 

7 

11.8 

-11.4 

very  high 

;consin  P&L 

25/7 

7 

15.8 

16.4 

72.7 

10.7 

32 

10.2 

-2.4 

8 

11.7 

17.0 

very  high 

oklyn  Union  Gas 

•/• 

8 

15.5 

15.7 

67.5 

5.8 

6 

16.8 

-0.8 

23 

7.0 

7.7 

very  high 

States  Power 

22/7 

9 

15.4 

15.1 

84.1 

10.5 

18 

12.1 

0.1 

6 

13.3 

-5.8 

very  high 

lois  Power 

36/20 

10 

15.1 

14.7 

89.0 

19.6 

22 

11.9 

-7.5 

18 

8.6 

-12.8 

high 

xonsin  Public  Svc 

37/9 

11 

14.8 

15.3 

53.4 

8.5 

23 

11.7 

-2.1 

15 

9.2 

-3.7 

very  high 

pies  Energy 
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14.7 

19.8 
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13.9 

0.2 

very  high 

lede  Gas 

•/• 

14 

14.4 

18.0 

51.1 

4.7 

13 

13.2 

-8.5 

10 
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15 

14.2 
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85.1 

14.0 

14 
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-2.2 

16 

9.1 

-10.7 

very  high 

;hester  G&E 

37/19 
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14.1 

16.7 

96.9 

15.1 

11 

13.7 

-4.3 

4 

13.9 

7.3 

very  high 

'0%  or  more.  DD:  Segment  deficit,  total  deficit  DP:  Segment  deficit,  total  profit  PD:  Segment  profit,  total  deficit  D-D:  Deficit  to  deficit.  P-D:  Profit  to  deficit 
I  Deficit    NA:  Not  available.    NM:  Not  meaningful.    For  further  explanation,  see  page  56. 
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year  average  return  on  equity  of  33.6% .  But  over  the  last  12 
months  it  was  little  more  than  half  that. 

An  inevitable  result  of  the  squeeze  is  consolidation.  Last 
year  Coastal  Corp.  of  Houston  acquired  American  Natural 
Resources  of  Detroit;  Omaha-based  InterNorth  acquired 
Houston  Natural  Gas;  and  MidCon  Corp.,  Chicago,  itself 
now  the  target  of  a  hostile  takeover  bid,  acquired  United 
Energy  Resources,  Houston.  More  mergers  are  expected. 

Why  have  distributors  been  hurt  the  least?  For  a  plain 
political  reason.  The  utilities'  customers  are  the  public, 
and  the  regulators  don't  want  those  rates  going  through 
the  roof.  Historically,  state  public  utility  commissions 
have  socked  it  to  "big  business" — industrial  customers — 
and  gone  easier  on  residential  customers. 


But  eventually  the  screws  will  tighten  even  on  distribu- 
tors, says  Arlon  Tussing,  a  Seattle-based  energy  analyst: 
"When  the  wellhead  market  has  been  squeezed  down  as 
far  as  it  can  go,  and  the  market  has  squeezed  out  every- 
thing superfluous  in  pipeline  margins,  only  then  will  they 
get  the  full  brunt." 

Meanwhile,  the  price  of  gas  keeps  falling.  It  has  to  stop 
sometime,  but  nobody  is  sure  when  that  will  be.  Some  in 
the  industry  think  spot  prices,  which  have  fallen  to  around 
$1.80  per  thousand  cubic  feet  from  as  much  as  S3  in  1983, 
could  go  to  $1.50  over  the  next  six  months.  Then  they 
should  stabilize  as  the  oversupply  is  worked  off. 

Unless,  of  course,  oil  prices  continue  to  fall,  taking  gas 
prices  with  them.  It  isn't  easy  going  out  in  the  cold.  ■ 


Natural  gas 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnin 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabili 

Iowa  Resources 

32/  5 

17 

14.0% 

10.9% 

164.1% 

7.6% 

12 

13.3% 

-5.0% 

28 

4.5% 

-21.0% 

averag 

Pacific  G&E 

34/29 

18 

13.9 

15.8 

86.1 

12.3 

27 

11.2 

15.2 

19 

8.4 

12.9 

high 

Orange  &  Rockland 

26/13 

19 

13.7 

13.2 

66.5 

7.4 

16 

1  1  7 

11.  f 

1  Q 

— O.O 

-4 

6.6 

C  1 
—D.O 

very  hi 

Baltimore  G&E 

31/10 

20 

13.7 

14.6 

78.9 

13.6 

25 

11.3 

-0.6 

11 

10.4 

-7.3 

very  hi 

Scana 

33/14 

21 

13.2 

14.6 

114.9 

10.0 

8 

15.6 

3.7 

20 

8.0 

-6.3 

high 

Central  111  Pub  Svc 

24/  4 

22 

13.2 

11.4 

78.0 

10.0 

29 

11.0 

0.7 

26 

5.2 

-4.7 

averaj 

Dayton  Power  &  Lt 

30/4 

22 

13. 1 

12.8 

90.3 

1 1.6 

17 

12.4 

-1.6 

27 

5.1 

1 1.5 

low 

Montana  Power 

27/27 

24 

12.9 

9.8 

104.9 

11.4 

37 

5.9 

10.3 

33 

-2.3 

3.1 

very  lc 

Cincinnati  G&.E 

36/6 

25 

12.7 

14.2 

99.8 

10.8 

20 

12.0 

-2.5 

31 

2.0 

15.5 

very  lc 

Public  Service  Colo 

32/NA 

26 

12.7 

12.7 

78.8 

7.5 

9 

13.8 

-0.3 

13 

9.5 

-6.0 

high 

Louisville  G&.E 

35/  9 

27 

12.6 

14.0 

86.0 

10.9 

15 

13.1 

1.1 

21 

7.0 

2.4 

averaj 

Public  Service  E&G 

32/11 

28 

12.4 

14.0 

82.8 

12.1 

28 

11.2 

2.4 

25 

6.2 

-2.5 

averaj 

Washington  Gas  Light 

•/• 

29 

12.3 

14.5 

85.0 

5.3 

5 

17.2 

-10.8 

9 

11.0 

-6.8 

high 

Wicor 

77/75 

30 

10.8 

12.0 

74.4 

2.6 

2 

17.9 

-2.2 

29 

2.8 

-26.6 

very  lc 

Eastern  Gas  &  Fuel 

46/59 

31 

10.6 

def 

72.0 

def 

36 

8.4 

-3.7 

35 

-16.7 

P-D 

averaj 

Atlanta  Gas  Light 

•/• 

32 

10.5 

11.7 

99.3 

2.5 

4 

17.4 

-5.0 

21 

7.0 

-19.1 

low 

Consumers  Power 

46/20 

33 

10.0 

1.8 

109.9 

2.4 

33 

9.5 

0.0 

34 

-13.7 

P-D 

averaj 

UGI 

56/87 

34 

9.3 

7.3 

54.7 

3.4 

7 

16.0 

-10.7 

36 

-34.0 

-2.1 

averaj 

No  Indiana  Pub  Svc 

50/14 

35 

8.7 

6.8 

94.3 

5.4 

26 

11.3 

-7.2 

32 

-1.8 

-42.2 

very  lc 

Southern  Union 

•/88 

36 

8.7 

def 

78.8 

def 

38 

1.7 

^2.5 

NM 

P-D 

NM 

Pnmark 

•/• 

37 

7.9 

12.7 

96.0 

2.7 

21 

11.9 

-16.6 

1 

36.6 

-14.3 

very  hi 

Nicor 

84/» 

38 

4.9 

def 

105.7 

def 

34 

8.9 

-1.9 

NM 

P-D 

NM 

Medians 

13.7 

14.1 

82.5 

7.6 

12.0 

-2.5 

8.2 

-6.2 

Integrated 

Aikla 

•/• 

1 

18.3% 

9.8% 

91.6% 

4.5% 

8 

10.0% 

-16.9% 

7 

-0.9% 

-25.0% 

very  lc 

InterNorth 

•/• 

2 

16.6 

13.0 

55.0 

2.2 

1 

22.6 

80.2 

4 

3.0 

-16.7 

very  lc 

Enserch 

49/49 

3 

16.0 

0.3 

67.9 

0.8 

9 

9.6 

-5.9 

10 

-9.5 

-95.7 

low 

Oneok 

88/79 

4 

15.9 

9.5 

81.3 

3.6 

-  7 

10.2 

-10.2 

8 

-1.7 

-19.1 

very  lc 

Questar 

•/• 

5 

15.2 

12.7 

54.9 

8.3 

3 

14.7 

0.6 

1 

14.3 

-11.8 

high 

Consol  Natural  Gas 

•/• 

6 

14.8 

13.9 

52.0 

5.9 

5 

11.6 

-8.0 

3 

11.9 

-6.6 

very  hi 

KN  Energy 

•/• 

7 

14.7 

11.6 

74.2 

4.0 

10 

8.4 

-7.9 

5 

1.2 

-23.8 

very  lc 

Pacific  Lighting 

84/75 

8 

13.8 

10.2 

88.5 

2.9 

2 

15.7 

9.1 

6 

1.0 

2.3 

very  lc 

National  Fuel  Gas 

•/• 

9 

13.4 

15.1 

74.5 

4.8 

4 

12.2 

-12.1 

2 

12.7 

-7.3 

high 

Columbia  Gas  System 

•/81 

10 

12.8 

def 

76.7 

def 

6 

10.6 

-17.9 

9 

-3.5 

P-D 

low 

Medians 

15.0 

10.9 

74.2 

3.8 

11.1 

-8.0 

1.1 

-17.9 

Industry  medians 

14.2 

12.7 

78.8 

5.4 

12.0 

-3.7 

6.4 

-12.3 

All-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

•  90%  or  more.  DD:  Segment  deficit,  total  deficit  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit  P-D:  Profit  to  deficit 
def:  Deficit.    NA:  Not  available.    NM:  Not  meaningful.    For  further  explanation,  see  page  56. 
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Workplace  smoking  restrictions: 
A  trend  that  never  was* 

Reports  in  the  news  media  may  have  given  you  the  impression 
that  restrictive  corporate  smoking  policies  are  the  wave  of  the 
future. 

But,  when  the  facts  are  analyzed,  the  wave  shrinks  to  just  a 
ripple. 

Today,  most  of  corporate  America  continues  to  rely  on  the 
common  sense  and  common  courtesy  of  employees— not  on  for- 
mal policy— to  resolve  differences  arising  out  of  smoking  in  the 
workplace. 

This  is  the  key  finding  of  a  major  new  survey  of  America's  lead- 
ing companies.The  survey,  commissioned  by  the  Tobacco  Institute 
and  completed  early  in  1985,  was  conducted  by  the  Human 
Resources  Policy  Corporation  of  Los  Angeles  among  the  top  1000 
service  and  industrial  companies  ranked  by  Fortune  magazine  and 
Inc.  magazine's  100  fastest-growing  companies. 

Only  about  one-third  of  the  responding  companies  said  they 
had  any  official  smoking  guidelines  in  effect.  Furthermore,  the  rea- 
sons most  frequently  given  centered  around  common-sense  situa- 
tions where  workers  dealt  with  hazardous  substances,  sensitive 
equipment  or  food.  And  almost  half  of  these  policies  had  been  in 
effect  for  over  five  years. 

Two-thirds  of  the  companies  reported  they  prefer  to  encour- 
age individual  workers  to  settle  smoking  issues  with  mutual 
respect  for  each  other's  legitimate  rights  and  feelings. 

We  at  RJ.  Reynolds  think  this  is  not  just  common  sense,  but 
good  business.  Because  it  also  gives  managers  the  flexibility  they 
need  to  make  decisions  in  the  best  interest  of  the  company  as  a 
whole. 

That's  the  way  it's  worked  in  the  past.  And  we  think  it's  the  best 
blueprint  for  the  future. 


1985  R  J  REYNOLDS  TOBACCO  CO 


R.J.  Reynolds  Tobacco  Company 


Today,  nearly  every 
provider  of  group 
insurance  faces  a  common 
problem:  the  rising  cost  of 
health  care. 

The  American  General 
Group  Insurance  Companies* 
decided  to  find  a  cure  for  it. 

Which  is  why  they 
chose  to  talk  with  AT&T. 

We  have  more  long 
distance  services  than  any 
other  company.  And  account 
executives  and  sales  spe- 
cialists who  can  tailor  our 
long  distance  network  to 
meet  the  specific  goals  of 
any  business. 

And  very  often  to 


surpass  them. 

For  instance,  in  part- 
nership with  our  people, 
the  American  General 
Group  Insurance  Com- 
panies discovered  how 
to  use  AT&T  800  Service 
to  streamline  their 
operations. 

How  to  reduce  health 
care  costs. 

Keep  their  plan 
members  satisfied. 

And  create  an  innova- 
tive system  of  services: 
the  Hospital  Utilization 
Review  Program. 

Its  purpose:  to  begin 
the  claim  process  before 


medical  services  are  actt 
ally  rendered. 
And  to  make  sure  it 
Ixworks,  American  Ge 
eral  issues  plan  member 
toll  free  AT&T  800  Servi 
number  to  call  when  hos 
talization  is  recommend* 

Through  the  use  of 
AT&T  WATS,  the  compar 
can  then  communicate 
directly  with  physicians 
and  hospital  personnel  t( 
determine  the  most  effe< 
tive  way  of  dealing  with 
each  plan  members  med 
cal  problem. 

In  many  cases, 
this  process  reduces 


•The  American  General  Group  Insurance  Companies:  American  General  Life.  Houston,  Texas;  Cal-Western  Life, 
Sacramento,  California;  Gulf  Life  Companies.  Jacksonville,  Florida;  Republic  National  Life  Companies.  Dallas,  Texas. 
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spital  stays.  Or 
minates  them 
ogether,  by  provid- 

1  plan  members 

th  alternative  treat- 
bnt  plans. 

rince  AT&T  helped 
>American  General  put 
s  program  into  effect, 

2  results  have  been 
pressive.  The  length  of 
spital  stays  has  gone 
wn  25%.  Hospital  admis- 
>ns,  30%.  And  more  than 
5,000  new  plan  members 
ve  signed  up  for  coverage. 

What's  more,  the 
tnpany  s  savings  in  claim 


payments  are  passed  on  to 
their  customers. 

AT&T  800  Service 
and  AT&T  WATS.  More 
reasons  why  AT&T  is  the 
right  choice. 

We  helped  American 
General  make  a  very 
healthy  change. 

And  we  can  help  your 
business  in  ways  you  never 
thought  of. 

Talk  with  your 


account  executive  at 
AT&T  Communications. 

Or  any  one  of  our 
sales  specialists  at 
1 800  222-0400. 


AT&T 

The  right  choice. 


5  AT&T  Communications 


OIL 

Bad  news  makes  the  headlines; 
the  favorable  indications 
go  largely  unnoticed. 


By  David  Henry 

Back  in  bleak  1983,  First  City  National  Bank  of 
Houston  came  up  with  the  motto  "Stayin'  Alive 
'Til  '85."  After  all,  the  recession  had  been  the 
problem,  as  everybody  knew.  When  the  economy  recov- 
ered, so  would  the  price  of  oil. 

Now  even  bleaker  1985  has  come  and  gone.  "There  was 
an  end  to  any  optimism  that  a  market  upturn  would  bail 
them  out,"  says  Jay  Courage,  a  partner  in  Simmons  &.  Co. 
International,  the  Houston  investment  banker.  The  oil 
companies  are  facing  up  to  reality. 

The  majors  wrote  down  $2  billion  through  the  third 
quarter  alone,  wiping  out  a  fifth  of  their  profits.  Phillips 
and  Unocal  did  it  under  threat  of  takeover  by  T.  Boone 


Pickens,  some  others  to  forestall  that  threat. 

Mobil's  earnings  dropped  38%  from  1984  and  Texaco's 
fell  67%.  Atlantic  Richfield  had  a  $454  million  loss  for  the 
12  months  ended  Sept.  30.  That  came  after  announcing  £ 
$1.3  billion  writeoff  in  April  in  connection  with  its 
planned  withdrawal  from  refineries  and  4,000  gas  stations 
in  the  East. 

"Most  of  the  industry's  dislocation  is  falling  on  oii 
service  companies,"  says  Courage.  They  are  entering  theii 
fifth  depressed  year,  with  no  relief  in  sight. 

Hughes  Tool  Co.'s  weekly  active-rig  count  averagec 
about  1,990  in  1985,  down  18%  from  a  year  earlier  and  hall 
the  1981  peak.  This  year  it  will  be  down  another  7%,  says 
Hughes  economist  Isaac  Kerridge. 

Sam  Albright,  oilfield  services  analyst  for  Kidder,  Pea- 
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12 
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International  oils 

Occidental  Petroleum 

45/* 

1 

20.1% 

12.7% 

89.3% 

4.1% 

2 

11.9% 

-9.9% 

7 

-31.2% 

-17.6% 

avera 

Exxon 

•/• 

2 

19.8 

15.8 

17.7 

5.2 

5 

0.4 

-4.6 

1 

2.9 

-15.1 

very  1 

Chevron 

•/• 

3 

16.2 

9.3 

87.9 

3.4 

7 

-5.5 

44.4 

4 

-7.0 

-8.4 

lov 

Phillips  Petroleum 

84/* 

4 

16.1 

8.3 

42.9 

2.7 

3 

8.3 

1.6 

3 

-5.5 

-38.5 

avera 

Mobil 

79/» 

5 

14.8 

6.6 

84.4 

1.6 

4 

2.3 

-2.5 

5 

-11.8 

-37.5 

avers 

EI  du  Pont 

51/59 

6 

12.2 

7.6 

28.8 

2.7 

1 

27.2 

-6.0 

2 

-2.6 

-37.8 

very  1 

Texaco 

•/• 

7 

12.0 

2.7 

81.6 

0.7 

6 

0.3 

3.1.5 

6 

-27.8 

-66.5 

avers 

Medians 

16.1 

8.3 

81.6 

2.7 

2.3 

-2.5 

-7.0 

-37.5 

Other  oil  and  gas 

Standard  Oil  Ohio 

76/» 

1 

34.5% 

16.4% 

42.6% 

10.9% 

16 

6.1% 

5.9% 

5 

1.5% 

-5.8% 

very  1 

Mitchell  Energy 

34/56 

2 

27.1 

4.3 

169.9 

2.8 

6 

12.9 

-7.9 

13 

-10.9 

-66.0 

lov 

Tesoro  Petroleum 

•/• 

3 

21.4 

def 

25.4 

def 

29 

1.3 

-26.0 

23 

-30.4 

P-D 

avers 

Holly  Corp 

85/NA 

4 

20.9 

22.7 

0.2 

2.6 

13 

7.3 

1.5 

1 

21.8 

-22.1 

avers 

Freeport  -McMoRan 

25/27 

5 

20.2 

17.5 

88.7 

15.6 

8 

9.4 

-5.3 

16 

-12.0 

40.9 

avers 

•  90%  or  more.  DD:  Segment  deficit,  total  deficit  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit  D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profi 
P-D:  Profit  to  deficit,    def:  Deficit    NA:  Not  available.    NE:  Negative  equity.    NM:  Not  meaningful    tFour  year  average    For  further  explanation,  see  page  56 
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body,  thinks  it  will  be  even  lower — maybe  13%.  Albright 
doesn't  foresee  2,500  rigs  running  again  until  1990.  It  will 
I  be  at  least  that  long  before  returns  on  equity  in  the  services 
industry  match  the  rest  of  U.S.  industry,  he  says. 

The  service  companies  cut  their  prices  last  year,  but  in 
many  cases  it  was  still  cheaper  for  producers  to  buy  re- 
'  serves  than  to  look  for  new  ones.  (That  was  what  the 
iinfamous  Texaco-Pennzoil  case  was  all  about.)  Also  dis- 
xouraging  exploration  were  the  huge  debt  loads  some 
i companies  incurred,  either  through  buying  other  compa- 
nies or  through  buying  in  their  own  stock.  Money  that 
jmight  have  gone  for  exploration  went  for  debt  service. 

Abandon  hope?  Not  necessarily.  The  bright  side  is  that 
the  industry  is  finally  getting  tough  about  its  often  bloated 
budgets.  Marginal  operations  are  shuttered.  Oil  service 


companies  are  consolidating  specific  operations  to  cut 
costs.  Hughes  and  Dresser  have  formed  a  partnership  of 
their  pumping  services  subsidiaries.  Baker  International  is 
putting  together  its  drilling  mud  businesses  with  those  of 
Newpark;  NL  Industries  did  three  separate  combinations 
with  Newpark,  Galveston-Houston  and  Enterra  Corp. 

If  nothing  else,  reduced  asset  bases  should  make  it  easier 
for  oil  companies  to  show  higher  returns  on  equity.  Earn- 
ings per  share  should  improve  in  big  companies,  such  as 
Exxon,  Arco  and  Amoco,  that  have  been  buying  in  their 
own  stock. 

Slashes  in  refining  and  marketing  will  help,  too.  The  oil 
companies  closed  28,500  gas  stations  in  the  last  five  years 
and  40%  of  the  U.S.  refineries  in  operation  in  1980. 

In  the  old  days  those  "downstream"  operations  could  be 
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months 

rank 

average 

months 

stability 

'Ot 

45/66 

6 

19.9% 

def 

46.8% 

def 

12 

7.5% 

-19.7% 

7 

-4.2% 

P-D 

very  low 

oco 

87/« 

7 

19.8 

16.5% 

26.8 

7.7% 

18 

5.7 

-3.3 

3 

7.3 

1.1% 

high 

nzoil 

88/80 

8 

19.7 

10.5 

88.1 

4.6 

30 

0.9 

-9.3 

19 

-15.5 

high 

rphy  Oil 

•/• 

9 

19.3 

8.5 

25.9 

3.8 

15 

6.7 

1.8 

6 

-1.8 

-13.7 

very  low 

>cal 

88/88 

10 

18.2 

12.4 

22.3 

5.7 

20 

5.2 

2.6 

4 

4.6 

-2.9 

low 

mtic  Richfield 

86/« 

11 

17.9 

def 

38.6 

def 

17 

6.0 

-12.4 

15 

-11.1 

P-D 

low 

)CO 

80/52 

12 

17.4 

17.8 

56.2 

7.1 

5 

14.3 

-11.9 

11 

-7.6 

69.2 

low 

isiana  Land 

•/• 

13 

16.9 

15.9 

74.2 

8.0 

11 

7.7 

-10.6 

14 

-11.0 

9.4 

average 

thland 

38/  4 

14 

16.3 

16.5 

71.6 

1.6 

1 

24.1 

4.3 

2 

11.9 

25.0 

very  high 

Company 

89/81 

15 

15.3 

4.8 

44.9 

1.8 

19 

5.7 

-9.8 

12 

-8.6 

-45.4 

low 

neco 

27/44 

16 

14.6 

6.6 

75.4 

3.1 

23 

4.8 

1.0 

9 

-5.9 

-42.7 

average 

erican  Petrofina 

85/61 

17 

13.2 

6.4 

70.5 

1.8 

26 

3.8 

7.5 

18 

-14.7 

-25.5 

high 

stal  Corp 

na/na 

18 

12.8 

15.8 

191.6 

1.6 

14 

6.9 

6.6 

NM 

-4.9 

NM 

ific  Resources 

•/• 

19 

12.0 

11.7 

95.1 

1.3 

2 

23.9 

-20.1 

NM 

D-P 

NM 

iker  State  Oil 

79/» 

20 

12.0 

10.2 

39.9 

3.0 

22 

5.0 

3.4 

8 

-5.3 

-10.7 

very  low 

on  Pacific 

46/27 

21 

11.9 

10.8 

41.0 

6.5 

4 

15.0 

-2.6 

10 

-6.6 

47.5 

low 

)%  or  more.  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit,  D-P:  Deficit  to  profit. 
:  Profit  to  deficit,    def:  Deficit.    NA:  Not  available.    NE:  Negative  equity.    NM:  Not  meaningful    tFour-year  average    For  further  explanation,  see  page  56. 
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left  alone  to  muddle  through  on  upstream  profits  from 
production.  Now,  says  George  Babikian,  president  of  At- 
lantic Richfield's  refining-marketing  company,  Arco  Pe- 
troleum Products,  "The  industry  has  realized  it  must  cut 
costs  to  survive  in  this  tough  environment." 

Some  shut-down  refineries  were  replaced  by  more  effi- 
cient catalytic  crackers.  Total  capacity  was  cut  by  16% 
over  the  past  four  years.  What  remains  is  more  efficient 
and  profitable,  says  Charles  Maxwell  of  Cyrus  J.  Lawrence. 

That  means  operating  profitability  should  be  turning  up, 
and  John  Gehman,  editor  of  Energy  Performance  Review, 
says  it  already  has.  Gehman  says  earnings  from  continuing 
petroleum  operations  of  ten  major  companies  were  up  4% 
through  the  third  quarter,  all  from  downstream  savings. 

Arco  improved  its  refining  and  marketing  profits  by 
26%  in  the  first  nine  months,  Gehman  says,  Exxon  by 


75%,  Mobil,  83%  and  Amoco,  78%. 

Profitability  in  exploration  and  production  fell  again, 
says  Gehman,  but  the  decline,  about  7%,  was  not  as  great 
as  the  10%  drop  in  crude  oil  and  natural  gas  liquids  prices 
over  the  same  period. 

Inventories  were  cut,  too,  to  protect  against  falling  oil 
prices.  For  example,  supplies  of  medium-weight  fuel  prod- 
ucts, like  heating  and  diesel  oils,  were  at  a  25-year  low  last 
fall.  Result:  Heating  oil  prices  at  the  end  of  the  year  were 
up  a  surprising  9%  from  a  year  earlier. 

With  OPEC  falling  to  pieces,  crude  prices  could  tumble 
further.  But  that  could  hurt  the  tax  collector  as  much  as 
the  oil  company  because  so-called  windfall  profits  would 
fall  sharply.  The  oil  outlook  isn't  rosy,  but  it  is  probable 
that  the  pessimism  is  currently  as  overdone  as  was  the 
optimism  of  only  a  few  years  back. 


Oil 


Yardsticks  of  management  performance 
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12 
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Amerada  Hess  •/• 

22 

11.7% 

3.9% 

72.0% 

1.3% 

27 

3.1% 

-1 1.2% 

22 

-22.0% 

-56.2% 

hig 

Kerr-McGee  76/» 

23 

1 1.2 

4.3 

34.8 

2.2 

25 

4.1 

-6.3 

20 

-15.8 

-36.9 

aver 

Diamond  Shamrock  73/69 

24 

9.2 

def 

46.0 

def 

7 

1 1.8 

-10.1 

NM 

D-D 

Nf 

Penn  Central  30/37 

25 

8.8 

7.5 

17.5 

4.8 

3 

15.1 

-1.1 

NM 

486.5 

Nf 

DeKalb  AgResearch  25/58 

26 

8.8 

5.3 

35.5 

3.5 

21 

5.1 

-12.9 

17 

-14.3 

-31.7 

aver 

National  Distillers  26/28 

27 

8.2 

4.8 

30.4 

2.7 

24 

4.6 

-33.0 

21 

-193 

-29.7 

hig 

Ashland  Oil  62/47 

28 

5.9 

13.4 

57.3 

1.9 

28 

3.1 

-4.4 

NM 

D-P 

Nf 

Crown  Central  Pet  82/68 

29 

2.7 

7.7 

47.3 

1.1 

9 

9.4 

-16.0 

NM 

D-P 

NI 

United  States  Steel  51/81 

30 

1.7 

2.5 

104.8 

1.3 

10 

8.7 

-0.6 

NM 

D-P 

NI 

Tosco  •/dd 

31 

deft 

def 

NE 

def 

31 

0.2 

-14.4 

NM 

D-D 

NI 

Charter  •/• 

32 

def 

def 

NE 

def 

32 

-2.4 

-52.7 

NM 

D-D 

NI 

Medians 

13.9 

7.6 

45.5 

2.4 

6.1 

-7.1 

-13.2 

-27.6 

Oilfield  services 

Pioneer  68/» 

i 

32.1% 

16.8% 

34.6% 

15.0% 

21 

-5.7% 

5.6% 

1 

11.7% 

-51.1% 

10' 

LB  Foster  57/65 

2 

31.5 

1.6 

88.6 

0.5 

17 

-4.0 

-2.8 

NM 

-69.2 

NJ 

Schlumberger  60/87 

3 

30.6 

15.1 

13.8 

16.8 

4 

9.0 

6.2 

2 

9.4 

-10.7 

aver 

Zapata  66/66 

4 

17.0 

0.5 

121.9 

0.9 

20 

-5.7 

-9.1 

3 

2.8 

-91.6 

very 

Global  Marine  «/pd 

5 

16.5 

def 

200.9 

def 

2 

23.0 

-3.9 

NM 

D-D 

NI 

Baker  International  75/85 

6 

16.5 

8.7 

42.6 

4.6 

5 

8.7 

3.9 

NM 

25.0 

N 

Halliburton  71/« 

7 

16.4 

1.2 

14.2 

0.8 

18 

-4.3 

-8.9 

4 

-6.3 

-87.7 

very 

Reading  &  Bates  48/52 

8 

16.0 

def 

61.6 

def 

11 

3.8 

-24.3 

8 

-26.4 

P-D 

lo 

Western  Co  No  Amer  «/dd 

9 

15.7 

def 

149.7 

def 

3 

13.0 

-7.9 

NM 

D-D 

Ni 

Big  Three  Industries  46/41 

10 

15.4 

1.9 

35.0 

1.4 

8 

6.1 

8.3 

5 

-6.9 

-77.6 

very 

Kaneb  Services  68/» 

11 

14.4 

3.2 

91.8 

4.5 

7 

6.9 

-40.4 

NM 

D-P 

N 

Gearhart  Industries  •/• 

12 

14.0 

2.0 

41.1 

1.0 

1 

23.8 

90.6 

7 

-20.3 

-62.5 

avei 

GEO  International  76/dd 

13 

13.9 

def 

60.8 

def 

10 

5.4 

-5.7 

NM 

D-D 

NI 

Parker  Drilling  83/dd 

14 

10.8 

def 

79.2 

def 

19 

-A. 9 

13.6 

NM 

D-D 

NI 

Tidewater  «/dd 

15 

10.6 

def 

67.3 

def 

14 

1.5 

-12.3 

NM 

D-D 

N 

Dresser  Industries  36/38 

16 

10.5 

4.7 

21.8 

2.2 

15 

-0.5 

15.8 

9 

-38.5 

19.2 

avei 

Cameron  Iron  Works  75/85 

17 

9.5 

2.8 

52.0 

1.7 

13 

2.5 

11.5 

NM 

D-P 

N] 

NL  Industries                  65/  8 

18 

9.4 

def 

39.1 

def 

22 

-7.7 

1.8 

NM 

P-D 

N 

Hughes  Tool  «/dd 

19 

8.7 

1.5 

37.3 

1.2 

9 

5.5 

•10.2 

NM 

D-P 

N 

McDermott  Intl  31/dd 

20 

7.9 

def 

60.9 

def 

16 

-2.3 

10.1 

6 

-16.6 

P-D 

very 

Smith  International  •/• 

21 

7.3 

def 

52.3 

def 

12 

3.2 

-0.2 

NM 

P-D 

N 

Masco  Industries              24/  2 

NA 

20.8 

239.7 

4.8 

6 

8.7 

9.3 

NA 

NA 

Medians 

14.4 

1.4 

56.6 

0.9 

3.5 

2.9 

NM 

-91.6 

Industry  medians 

14.7 

4.8 

47.3 

1.8 

5.5 

-3.3 

-16.2 

-42.7 

All-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

•  90%  or  more  DD:  Segment  deficit,  total  deficit  DP:  Segment  deficit,  total  profit  PD:  Segment  profit,  total  deficit  D-D:  Deficit  to  deficit  D-P:  Deficit  to  prt 
P-D.  Profit  to  deficit    def:  Deficit.    NA:  Not  available.    NE:  Negative  equity    NM:  Not  meaningful    tFour-year  average    For  further  explanation,  see  page  56. 
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Is  the  paperless  office 
merely  blue  sky  thinking? 


MOORE 


95  Moore 


Nobody  knows.  People  have  been  pre- 
dicting the  paperless  office  for  years. 
Yet  today  business  seems  to  generate 
more  paper  than  ever.  And  this  ex- 
pands the  role  of  Moore  even  further 
as  the  world  leader  in  paper-based 
business  communications. 

But  Moore  is  more  than  business 
forms.  So  much  more,  we've  changed 
our  corporate  signature  to  reflect  the 
changing  nature  of  our  company.  To- 
day while  retaining  our  vital  interest 
in  business  forms,  Moore  has  entered 
the  electronic  age,  helping  to  relieve 
business  of  much  of  its  paperwork. 

We  offer  a  full  range  of  business 
information  products,  systems,  and 
services,  such  as  information  distribu- 
tion, automatic  identification,  data 
management,  response  technologies, 
and  other  computer-related  and 
computer-integrated  activities.  Offered 
together  or  separately,  these  answer 
every  business  communication  need. 

The  fact  is,  whether  the  paperless 
office  becomes  reality  or  not,  Moore 
is  ready  for  the  future.  And  the  future 
looks  bright.  One  look  at  our  new  logo 
will  tell  you— we're  a  lot  more  than 
business  forms. 


BUSINESS  FORMS 
&  SYSTEMS  DIVISION 

1205  Milwaukee  Avenue 
Glenview,  1L  60025 
312  480  3000 


WE'RE  PROUD  TO  SAY  THAT 
ALEXANDER  GRAHAM  BELL  WAS 
JUST  THE  START  OF  IT  ALL 


The  year  was  1874.  The 
place,  Brantford,  Ontario, 
Canada.  The  man,  Alexander 
Graham  Bell.  His  invention, 
the  telephone.  We  suspect 
that  even  Alexander  couldn't 
have  predicted  all  of  the 
innovations  that  Canada 
would  provide  to 
telecommunications. 


With  the  formation  of  Invest- 
ment Canada,  the  Canadian 
Government  has  placed  the 
welcome  mat  out  to  foreign 
investors.  The  abundant 
supply  of  skilled  labor  is  just 
one  of  the  many  reasons 
why  your  company  should 
consider  the  invitation. 


From  Marconi's  first  overseas 
wireless  transmission  at 
St.  John's,  Newfoundland,  to 
the  more  recent  Canadian 
developments  in  fiber  optics, 
cable  television,  the  Telidon 
videotex  standard,  and  the 
world's  most  extensive  satel- 
lite communication  network, 
Canada  has. always  been  at 
the  forefront  of  the  telecom- 
munications industry. 

There  are  a  lot  of  good  rea- 
sons. Canada  has  hundreds 
of  centers  forR&D  and 
technology  transfer.  From 
1971  to  1983,  the  number  of 
Canadian  scientists  and  engi- 
neers increased  by  70%.  We 
currently  have  over  378,000 
scientists,  engineers  and  tech- 
nologists. In  aerospace  alone 
there  are  over  45,000  peo- 
ple. And  our  world-class  uni- 
versities add  significantly  to 
this  pool  of  talent  every  year. 


To  find  out  all  of  the  good 
reasons  why  Canada  is 
today's  land  of  opportunity 
for  profitable  business  ven- 
tures, send  for  a  copy  of  our 
investor's  handbook. 

Come  and  see  for  yourself. 
Plan  on  attending 
"OPPORTUNITIES  CANADA", 
a  unique  showcase  of 
Canadian  industrial  capability 
and  investment  opportunities 
to  be  held  in  Toronto, 
March  12,  13  and  14, 
1986.  We  will  also  send  you 
a  brochure  on 

"OPPORTUNITIES  CANADA". 

Attach  your  business  card  to 
a  copy  of  this  ad  and  mail  it 
to:  Investment  Canada, 
P.O.  Box  7640,  Dept.  J 
Mount  Prospect,  Illinois 
60056. 


WELCOME  TO  THE 

NEW  SPIRIT  OF  ENTERPRISE. 


ll 


INVESTMENT 
CANADA 


PACKAGING 

Sometimes  the  best 

offense  is  a 

strategic  retreat. 

Look  at  the  glassmakers— 

earnings  up,  capacity  down. 


By  Mary  Kuntz 


T|  HE  PACKAGING  INDUSTRY  IS  ACTUALLY  four  indus- 
tries— paper,  glass,  plastics  and  metals — all  in  fierce 
competition  with  one  another.  Many  paper  compa- 
nies on  the  list  also  show  up  in  the  paper  industry;  to  see 
how  they  are  doing,  turn  to  page  196. 

The  steady  advance  of  plastics  is  driving  this  industry. 
Plastic  containers  are  replacing  glass  bottles  and  invading 
the  paper  container  market.  So  far,  the  metal  can  makers 
haven't  been  affected  as  much,  but  that  doesn't  mean  their 
turn  won't  come. 

The  first  plastic  soft  drink  bottle  appeared  in  grocery 
stores  nine  years  ago,  and  the  glass  business  hasn't  been 
the  same  since.  The  retreating  glassmakers  are  struggling 
to  close  furnaces  fast  enough  to  overtake  their  dwindling 
demand.  They  made  progress  in  1985.  Glass  bottle  demand 


continued  to  decline,  by  about  5%  through  the  first  half  ol 
the  year  alone,  but  capacity  declined  faster,  and  earnings 
rebounded. 

Even  Kerr  Glass,  which  ran  deficits  two  years  in  a  row, 
broke  into  the  black  in  the  second  quarter.  Return  on 
equity  at  Ball  Corp.,  Brockway  and  Owens-Illinois  exceed- 
ed their  five-year  averages,  thanks  in  part  to  their  success 
in  shutting  down  excess  glass  capacity.  Anchor  Hocking, 
which  lost  money  over  the  last  12  months,  faces  differenl 
problems.  Its  consumer  glassware  competes  with  low-i 
priced  imports  buoyed  by  the  strong  dollar. 

The  glass  producers  must  keep  winding  down  because 
demand  will  almost  certainly  continue  to  decline  this 
year.  In  fact,  they  have  long  since  begun  to  diversify.  Foi 
example,  Owens-Illinois,  which  stands  16th  in  profitabil- 
ity on  our  lists,  now  derives  less  than  half  its  revenues 
from  glass.  In  1985  Owens  pushed  even  further  afield  b> 
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Jefferson  Smurfit 

72/NA 

1 

55.7% 

17.8% 

100.8% 

3.1% 

3 

25.6% 

-2.0% 

1 

47.3% 

-3.6% 

avera 

Tyco  Laboratories 

44/28 

2 

22.9 

18.2 

8.2 

4.9 

4 

24.5 

-A.9 

11 

-1.1 

-6.0 

very  1 

Fort  Howard  Paper 

29/NA 

3 

22.6 

18.1 

17.6 

11.1 

1 

29.4 

5.5 

3 

13.6 

15.4 

very  b 

Sonoco  Products 

74/60 

4 

17.3 

18.4 

12.1 

5.8 

7 

11.4 

13.8 

6 

7.0 

15.8 

avera 

Avery  International 

•/• 

5 

16.7 

18.0 

27.9 

5.3 

8 

10.0 

0.7 

2 

13.7 

6.9 

mg] 

Ball  Corp 

70/70 

6 

16.7 

17.C 

38.9 

4.6 

5 

12.3 

5.1 

5 

11.9 

11.1 

very  h 

Pitt  way 

30/28 

7 

16.2 

12.6 

4.6 

5.6 

6 

11.5 

10.2 

7 

4.8 

-3.2 

low 

Federal  Paper  Board 

29/8 

8 

15.3 

6.8 

105.9 

2.2 

11 

7.7 

15.2 

9 

0.5 

-63.6 

very  1 

Union  Camp 

38/  6 

9 

14.8 

8.8 

47.1 

6.0 

14 

5.5 

-2.8 

10 

-0.2 

-38.3 

very  1 

Denmson  Mfg 

54/50 

10 

14.8 

11.8 

22.4 

4.1 

10 

8.5 

-2.8 

8 

4.4 

-21.1 

low 

Stone  Container 

•/na 

11 

12.7 

3.7 

159.0 

1.0 

2 

26.9 

-0.5 

NM 

-39.9 

NI> 

Crown  Cork  &  Seal 

•/• 

12 

11.3 

14.4 

3.7 

4.8 

20 

-1.3 

6.3 

12 

-2.8 

36.7 

very  1 

!  Bemis 

69/57 

13 

10.7 

12.3 

40.0 

2.9 

16 

3.0 

2.4 

13 

^.6 

38.4 

very  1 

•  90%  or  more  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profu 
P-D:  Profit  to  deficit.    NA:  Not  available.    NM:  Not  meaningful.    For  further  explanation,  see  page  56. 
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acquiring  Alliance  Mortgage  Co.  for  $125  million. 

Dorsey  Corp.,  once  a  prominent  glassmaker,  saw  the 
writing  on  the  wall  four  years  ago  and  bailed  out  of  glass 
entirely  to  concentrate  on  plastics.  After  millions  in  write- 
offs and  three  years  of  weak  plastics  prices — albeit  strong 
demand — Dorsey  is  on  track.  Both  earnings  and  return  on 
equity  were  up  in  1985.  Now  the  misfortune  of  its  former 
ipeers  in  the  glass  business  is  Dorsey's  bonanza. 

Another  option  for  glassmakers  is  to  invade  the  can- 
fmakers'  business.  Metal  cans  now  account  for  half  of  sales 
at  Ball,  for  example.  One  customer,  Anheuser-Busch,  ac- 
counts for  over  one-fourth  of  total  sales.  Last  year  Ball 
:spent  $16  million  to  expand  annual  capacity  to  2  billion 
jeans  and  extended  its  contract  with  Anheuser-Busch  an- 
pther  five  years. 

For  canmakers  1985  was  a  good  year.  Earnings  were  up 
jat  Crown  Cork  &  Seal,  American  Can  and  Ball,  and  return 


on  equity  at  all  three  exceeded  their  five-year  averages. 
Can  shipments  climbed  about  3%,  and  manufacture  by 
end  users,  a  continual  problem,  declined  because  of  the 
high  cost  of  producing  new  solderless  cans.  Also,  the  fight 
for  market  share  in  the  brewing  industry  didn't  leave 
enough  capital  for  brewers  to  run  can  plants.  Prices  of 
aluminum  and  steel  were  flat  or  even  slightly  down.  Bad 
news  for  the  metals  industry  but  good  news  for  canmakers. 

But  they  shouldn't  get  complacent.  Plastic  has  terror- 
ized all  other  parts  of  this  industry.  Now  Dorsey,  Coca- 
Cola  and  two  European  packagers  are  test-marketing  a 
plastic  soft  drink  can.  Can  the  plastic  beer  can  be  far  away? 

National  Can  is  gone  from  our  list  this  year,  swallowed 
by  the  takeover  shark  Triangle  Industries  (Forbes,  Nov.  4, 
1985).  To  protect  themselves,  packagers  like  Crown  Cork 
&  Seal,  Dorsey  and  International  Paper  bought  back  shares 
and  put  in  antitakeover  measures.  ■ 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnings 

npany 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stability 

id 

30/23 

14 

8.6% 

10.7% 

54.7% 

3.8% 

18 

-0.6% 

3.0% 

NM 

-24.2% 

NM 

rnational  Paper 

45/24 

15 

8.6 

def 

28.2 

0.3 

19 

-1.3 

-3.1 

15 

-26.8% 

P-D 

average 

5ns-Illinois 

80/75 

16 

8.6 

10.8 

40.1 

4.1 

21 

-1.4 

5.7 

14 

-9.1 

6.2 

very  low 

sey 

65/38 

17 

8.4 

11.3 

67.5 

1.7 

17 

1.9 

6.2 

NM 

14.3 

NM 

e  Cascade 

30/35 

18 

6.0 

3.8 

74.5 

1.6 

15 

4.9 

-1.6 

16 

-27.3 

-50.3 

average 

gview  Fibre 

53/18 

19 

5.8 

7.9 

81.4 

3.6 

13 

5.6 

-1.2 

4 

12.9 

-A2A 

very  low 

-kway  Inc  (NY) 

•/• 

20 

5.3 

7.9 

65.3 

1.7 

9 

9.1 

10.0 

17 

-41.0 

D-P 

average 

:ncan  Can 

44/26 

21 

3.5 

9.6 

42.3 

4.4 

24 

-8.3 

-14.9 

NM 

14.3 

NM 

hor  Hocking 

25/pd 

22 

3.0 

def 

27.8 

def 

22 

-3.5 

5.6 

NM 

P-D 

NM 

•  Glass  Mfg 

•/• 

23 

def 

def 

38.8 

0.4 

23 

-5.0 

-0.2 

NM 

D-D 

NM 

lple-Inland 

52/46 

NA 

11.2 

31.7 

7.2 

12 

6.6 

-0.5 

NA 

NA 

NA 

istry  medians 

11.3 

11.0 

39.5 

4.0 

6.1 

1.6 

-2.8 

-4.8 

industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-(».() 

3%  or  more.  DD:  Segment  deficit,  total  deficit  DP:  Segment  deficit,  total  profit  PD:  Segment  profit,  total  deficit  D-D:  Deficit  to  deficit.  D-P:  Deficit  to  profit. 
:  Profit  to  deficit,    def:  Deficit.    NA:  Not  available    NM:  Not  meaningful.    For  further  explanation,  see  page  56. 
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"Morgan  Guaran 
professional  firm  i 
That  is  the  borro 


Morgan  is  the  most  professional  overall- 
the  number  one  house— in  the  interna- 
tional capital  markets. 

That's  the  consensus  of  103  sovereign 
supranational,  and  corporate  borrowers, 
reported  by  Euromoney  magazine  in  its 
annual  poll  on  the  skills  of  firms  in  the 
capital  markets. 

Most  innovative  in  Eurobonds 
Professionalism  isn't  the  only  Morgan 
citation  by  leading  market  participants. 
As  in  last  year's  Euromoney  poll,  Morgai 
received  the  highest  ranking  for  innova 
uveness. 

"The  blue  chip  bank  scored  even 
better,"  the  magazine  wrote,  "in  our  poll 
of  bankers  in  the  loan  and  NIF  markets, 
ranking  as  the  top  lead  manager  of 
syndicated  loans,  as  well  as  the  most  in- 
novative bank  and  the  best  bookrunner. 

"And  in  our  poll  of  the  bond  market, 
Morgan  Guaranty  was  voted— for  the 
second  year  running—  the  most  innova- 
tive Eurobond  house." 


the  most 

le  Euromarkets, 
rs'  verdict." 


-The  Euromoney  Poll 


Leading  Euromarket  borrowers  were  asked: 


Which  bank  is  the  most  professional, 

overall,  in  arranging  a  facility 

in  the  international  capital  markets? 

Rank 

Bank 

No.  of  Votes 

1 

Morgan  Guaranty 

74 

2 

CSFB 

68 

3 

Citicorp 

59 

4 

Merrill  Lynch 

33 

5 

Chase  Manhattan 

21 

6 

Bank  of  America 

18 

7 

Manufacturers  Hanover 

11 

8 

Bankers  Trust  Co 

10 

8 

Deutsche  Bank 

10 

8 

Swiss  Bank  Corp 

10 

8 

Bank  of  Tokyo 

10 

12 

Banque  Paribas 

8 

13 

Goldman  Sachs 

7 

13 

Morgan  Grenfell 

7 

13 

Orion  Royal  Bank 

7 

13 

Salomon  Brothers 

7 

13 

Morgan  Stanley 

7 

18 

Nomura 

6 

18 

Union  Bank  of  Switzerland 

6 

20 

SG  Warburg 

5 

Banks  active  in  the  Eurobond  market  were  asked: 

Which  firm  is  the  most  innovative 

in  terms  of  new  instruments 

and  pricing? 

Rank 

Bank                              No.  of  Votes 

1 

Morgan  Guaranty 

34 

2 

CSFB 

23 

3 

Morgan  Stanley 

13 

4 

Merrill  Lynch 

12 

5 

Salomon  Brothers 

11 

5 

Lehman  Brothers 

11 

7 

Goldman  Sachs 

9 

7 

Bank  of  America 

9 

9 

Citicorp 

8 

10 

Deutsche  Bank 

4 

Professional  and  innovative 

Our  objective  continues  to  be  to  earn  your 
business  through  innovation  and  profession- 
alism. Let  us  compete  for  your  mandate. 

Morgan  Guaranty  Ltd,  30  Throgmorton 
Street,  London  EC2N  2NT 
Morgan  Guaranty  Trust  Company,  23  Wall 
Street,  New  York,  NY  10015 


Source:  Euromoney .  October  1985 


The  Morgan  Bank 


PAPER 


William  Rivdli/lriutir  BanJ 


The  paper  companies 

say  they  have 

taken  the  pledge: 

no  more  wild  expansion. 


By  Christopher  Power 


I've  been  in  this  business  38  years,"  says  Richarc 
Congreve,  group  vice  president  for  pulp,  paperboarc 
and  packaging  at  Potlatch  Corp.,  "and  the  industry  has 
never  been  able  to  sense  just  when  the  market  will  firm.7. 
Painful,  but  true.  Paper  firms  historically  report  sharply 
higher  profits  in  the  third  year  of  a  recovery,  and  1985 
qualified  for  that  prospect.  But  this  recovery  has  behavec 
like  no  other.  The  strong  dollar  slammed  the  door  on  the 
paper  industry's  export  market,  and  let  in  imports.  Result 


Paper 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnii 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabili 

Jefferson  Smurfit 

27/NA 

1 

55.7% 

17.8% 

100.8% 

3.1% 

3 

25.6% 

-2.0% 

1 

47.3% 

-3.6% 

avera 

James  River  Corp  Va 

78/NA 

2 

23.6 

16.8 

83.0 

4.1 

1 

53.6 

3.0 

2 

18.6 

-7.0 

higl 

Fort  Howard  Paper 

63/na 

3 

22.6 

18.1 

17.6 

11.1 

2 

29.4 

5.5 

3 

13.6 

15.4 

very  h 

Bowater 

78/80 

4 

20.2 

20.2 

60.8 

8.4 

18 

5.5 

-0.6 

13 

-1.3 

24.2 

very  1 

Pentair 

71/78 

5 

20.0 

17.9 

56.2 

3.9 

4 

21.0 

8.1 

7 

3.4 

-3.9 

very  1 

Consolidated  Papers 

83/« 

6 

17.9 

25.0 

2.8 

14.6 

12 

7.4 

7.3 

6 

3.6 

43.8 

very  I 

Media  General 

31/31 

7 

17.0 

12.0 

39.1 

6.0 

5 

14.6 

5.7 

5 

9.8 

-11.8 

very  b 

Alco  Standard 

39/31 

8 

16.8 

11.3 

44.7 

1.3 

7 

11.0 

12.7 

8 

2.0 

-18.6 

avera 

Federal  Paper  Board 

69/89 

9 

15.3 

6.8 

105.9 

2.2 

10 

7.7 

15.2 

10 

0.5 

-63.6 

very  11 

Union  Camp 

38/84 

10 

14.8 

8.8 

47.1 

6.0 

16 

5.5 

-2.8 

12 

-0.2 

-38.3 

very  1 

•  90%  or  more.    DD:  Segment  deficit,  total  deficit.    DP:  Segment  deficit,  total  profit    PD:  Segment  profit,  total  deficit    P-D:  Profit  to  deficit,    def  Deficit. 

NA:  Not  available.    NM:  Not  meaningful.    For  further  explanation,  see  page  56. 
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WANG  PUTS 
DATA  PROCESSING,  OFFICE 
AUTOMATION  AND 

NETWORKING 
ATYOUR  FINGERTIPS. 
TOGETHER.TODAY. 


Until  recently,  businesses 
id  to  buy  data  processing 
om  one  company.  f? 
ffice  automation  from 
jiother.  And  network- 
ig  from  yet  another. 

So  instead  of  work- 
ig  together,  these  three 
chnologies  sometimes  work 
gainst  each  other. 

But  at  Wang,  we've  been  lis 
ning  to  customers  tell  us  their 


our  VS  family  of  computers. 
They  integrate  and  distribute 
information  from  desk 
top  to  mainframe,  in 
local  as  well  as  remote 


locations,  in  both  Wang  and 
IBM  environments. 

Then  there's  Wang  Sys- 
»    terns  Networking, 
\    a  flexible  framework 


\ 


sinesses  would  run  better  if  the 
hree  became  one. 
I    And  that's  the  way  we've 
fcsigned  our  products. 

The  key  to  the  Wang  solution  is 


\  that  offers  a  wide  range 
\   of  networking  solu- 
^  tions.  Like  WangNet,  Wang's 


universal,  open  transport 
\  system. 
\ 


/ 


/ 


Finally,  with  Wang  OFFICE, 
you  can  give  anyone  with  a 
desktop  terminal  access  to  data 
processing,  office  automation 
and  networking - 
all  through  the 
same,  easy-to- 
use,  menu- 
driven 
interface. 

With 
Wang,  you 
also  get 
/    *"      ♦        something  as 
/    important  as  any  product: 
/    Our  commitment  to  provide 
you  with  the  best  possible 
service  and  support. 

So  call  Wang  at  1-800- 
225-9264. 

And  discover  how  much 
better  everything  runs  when 
everything  runs  together. 


WANG 


Operating  rates  in  most  sectors  of  the  business  fell  below 
92%,  the  level  at  which,  an  industry  rule  of  thumb  has  it, 
prices  start  to  fall.  By  the  end  of  the  year  unbleached  kraft 
linerboard  was  $275  a  ton,  down  from  $340  in  1984. 
Bleached  kraft  pulp  was  down  25%,  uncoated  free  sheet  off 
20%.  Earnings  for  the  industry  fell  20%  overall  in  1985. 

Companies  with  the  most  international  exposure  were 
the  worst  hit:  Great  Northern  Nckoosa,  for  -example, 
which  could  not  cut  linerboard  prices  enough  to  compete 
with  foreign  producers;  and  Mead,  which  like  Great 
Northern  also  faced  severe  overseas  competition  in  pulp. 

Companies  working  harder  at  cost-cutting  than  at  ex- 
pansion are  in  better  shape  in  the  current  market.  Willa- 
mette Industries,  for  example,  last  year  shut  down  one  of 
its  two  corrugated  container  plants  to  boost  operating 
rates  at  the  other.  Since  the  end  of  1984  its  Campti,  La. 
paper  mill  has  been  extracting  the  heat  from  its  waste 
waters  before  sending  it  to  the  plant's  effluent  ponds.  And 
a  headquarters  staff  of  139,  which  managed  sales  of  $772 
million  in  1978,  now  manages  sales  of  $1.2  billion.  The 
scrimping  has  paid  off:  Willamette's  return  on  equity  for 
the  latest  12  months  actually  rose  to  15.4%,  six  points 
higher  than  its  five-year  average  and  three  points  better 
than  the  five-year  median  for  the  industry. 

Others  that  have  kept  costs  down  include  Scott  Paper 
and  Potlatch.  All  in  all,  "The  industry  has  done  a  great  job 
of  it,"  says  H.C.  Bowen  Smith,  Salomon  Brothers'  paper 
and  forest  products  analyst.  "If  growth  is  just  a  little  higher 
than  expected  this  year,  you  could  get  a  pleasant  surprise 
in  this  industry." 

If  that  happens,  and  there's  a  fair  chance  it  will,  another 
10%  drop  in  the  dollar  would  mean  a  lot.  Costs  for  Swed- 
ish linerboard  producers  have  risen  three  times  faster  than 


in  the  U.S.  since  1980,  but  the  surging  dollar — and  devaluj 
ations  of  the  Swedish  krona — obscured  it.  Now  imports  a! 
such  products  as  coated  paper  are  already  falling.  Say 
Potlatch's  Congreve:  "I  can  see  the  Swedes  fading  away  i\ 
our  Asian- markets." 

But  the  industry  still  faces  a  lot  of  problems  that 
rebound  in  1986  will  not  solve.  The  strong  dollar  at  it| 
height  gave  other  countries  a  chance  to  develop  sizabli 
paper  industries  of  their  own.  It  could  take  years  to  ge 
back  market  share  the  Scandinavians  grabbed  in  Europe. 

In  pulp  production,  Brazil  probably  will  increase  itl 
capacity  25%  by  1989.  The  Brazilians  as  well  as  the  Chil 
leans,  the  Portuguese,  the  Spanish  and  the  South  African; 
are  now  producing  pulp  for  hard  currency  as  much  as  fo 
profits,  and  their  pricing  will  be  tough. 

New  materials,  meanwhile,  are  invading  the  market 
Polyethylene  plastic,  for  example,  is  rapidly  replacing  urn 
bleached  kraft  paper  for  sacks.  Cereal  boxes  once  lineo 
with  wax  paper  bags  now  have  waxed  cardboard  interiors 
Result:  "The  paper  industry  used  to  grow  at  the  same  ratj 
as  the  economy,"  says  Salomon's  Smith.  "Now  for  everj 
1%  jump  in  GNP,  the  industry  goes  up  only  0.8%." 

While  paper  companies  are  trying  to  curb  growth  in 
commodity  capacity,  they  are  putting  new  investmen 
into  more  profitable  products  like  uncoated  papers  used  iij 
computer  printouts  and  coated  papers  used  for  catalogs! 
magazines  and  annual  reports.  Coated  papers  earned  mid 
dling-size  Consolidated  Papers  (sales,  $700  million)  th« 
best  return  on  equity  for  the  industry  in  the  latest  li 
months.  But  with  around  2  million  tons  of  added  capacity 
scheduled  to  come  on  line  for  these  products  by  19881 
papermakers  could  well  drive  prices  down  again  if  dej 
mand,  domestic  and  overseas,  does  not  materialize.  ■ 


Paper 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnii 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabil 

Kimberly-Clark 

22/33 

11 

14.7% 

16.9% 

34.4% 

6.8% 

8 

9.4% 

11.5% 

16 

-4.3% 

25.4% 

Westvaco 

•/• 

12 

12.8 

11.1 

45.6 

6.1 

14 

5.8 

-2.5 

9 

0.8 

-20.7 

very  1 

Gt  Northern  Nekoosa 

•/• 

13 

12.6 

6.1 

47.7 

3.2 

9 

8.2 

5.1 

11 

0.3 

-52.1 

very  I 

Hammermill  Paper 

•/• 

14 

11.1 

8.5 

55.0 

2.2 

6 

11.1 

0.5 

14 

-2.0 

-34.8 

very  1 

Scott  Paper 

35/51 

15 

10.1 

13.0 

40.7 

6.8 

11 

7.4 

16.4 

15 

-3.2 

20.2 

very  1 

Willamette  Inds 

67/» 

16 

9.1 

15.4 

54.6 

5.7 

19 

5.4 

2.7 

17 

-12.6 

39.4 

very  1 

Mead 

69/76 

17 

8.6 

10.7 

54.7 

3.8 

24 

-0.6 

3.0 

NM 

-24.2 

NM 

International  Paper 

34/43 

18 

8.6 

def 

28.2 

0.3 

25 

-1.3 

-3.1 

21 

-26.8 

P-D 

avera 

Potlatch 

72/« 

19 

7.3 

6.9 

47.4 

4.5 

22 

3.7 

-3.2 

18 

-14.1 

-7.7 

avera 

Weyerhaeuser 

26/56 

20 

7.2 

4.6 

36.2 

3.1 

21 

3.7 

-0.5 

19 

-18.8 

-43.2 

avera 

Georgia-Pacific 

31/33 

21 

6.3 

1.2 

62.2 

0.7 

13 

5.9 

-1.2 

20 

-24.1 

-88.8 

higl 

Boise  Cascade 

36/« 

22 

6.0 

3.8 

74.5 

1.6 

20 

4.9 

-1.6 

22 

-27.3 

-50.3 

avera 

Longview  Fibre 

37/55 

23 

5.8 

7.9 

81.4 

3.6 

15 

5.6 

-1.2 

4 

12.9 

^12.4 

very  I 

Champion  Intl 

42/75 

24 

4.3 

def 

76.8 

0.2 

17 

5.5 

39.0 

NM 

P-D 

NH 

Crown  Zellerbach 

70/61 

25 

3.4 

def 

54.8 

def 

23 

0.2 

3.1 

NM 

P-D 

NW 

Southwest  Forest  Inds 

56/73 

26 

def 

def 

137.0 

def 

26 

-2.1 

-3.6 

NM 

P-D 

NM 

Industry  medians 

11.9 

9.8 

54.7 

3.7 

5.9 

2.9 

-1.7 

-22.5 

All-industry  medians 

13.7 

12.7 

36.6 

3.8 

0.9 

4.3 

0.3 

-6.0 

•  90%  or  more.    DD:  Segment  deficit,  total  deficit.    DP:  Segment  deficit,  total  profit    PD:  Segment  profit,  total  deficit    P-D:  Profit  to  deficit,    def:  Deficit 

NA:  Not  available.    NM:  Not  meaningful.    For  further  explanation,  see  page  56. 
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Stability 
Respected  The  \\forld  Over. 


Stability.  You've  come  to  expect  it  from  the  Swiss. 
Fact  is,  the  whole  world  banks  on  it. 

That's  why  we're  proud  of  our  Swiss  heritage. 
Proud  to  maintain  our  old  world  values. 

Proud  to  be  American,  too.  Imaginative.  Bold. 
And  exciting. 

An  American  organization  of  Swiss  descent.  The 
best  of  both  worlds.  The  best  insurance  protection  for 
your  valued  business. 


We  create  world  class  insurance  that's  in  a  class 
by  itself. 

Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
operation. 

You'll  find  we  speak  plain  English.  But  if  you 
listen  closely,  you'li  hear  our  Swiss  accent  on 
stability. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg,  IL  60196 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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RETAILING 

There  are  some  big 
profit  generators  here. 
But  when  even  Macy's 
has  a  downturn,  you 
know  things  are  tough. 


By  Matthew  Heller 

Robert  Price  of  Price  Co.  in  San  Diego  has  a  deal 
for  you:  For  a  small  fee— $25 — a  qualified  member 
can  shop  for  one  year  at  his  huge  cash-and-carry 
wholesale  stores  and  be  sure  of  near  wholesale  prices  on 
everything  from  microwaves  to  mittens.  Price  gets  a  nice 
interest-free  loan  up  front,  in  effect,  and  locks  in  his 
customers  at  the  same  time,  thereby  guaranteeing  the 
large  volume  he  needs  to  justify  those  razor-thin  margins. 

Price's  warehouse  club  concept  is  only  the  latest  wrin- 
kle in  the  deep  discounting  trend  that's  been  sweeping 
retailing  in  recent  years.  But  innovative  ideas  like  his  are 
not  all  that  common.  Witness  the  fact  that  on  the  Yard- 
sticks, Price  Co.  tops  every  one  of  the  1,004  largest  public 
companies  in  the  U.S.  in  five-year  profitability. 

For  most  retailers,  their  traditionally  competitive  busi- 
ness has  never  been  rougher.  "Retailing  is  becoming  more 


and  more  like  a  basketball  game — all  the  action  is  in  the 
last  two  minutes,"  says  Frank  Rooney,  chairman  of  Mel 
ville  Corp.,  referring  to  the  Christmas  season. 

What  seems  to  be  happening  goes  beyond  the  periodic 
discounting  wave  retailers  have  always  been  afflicted  with 
and  suggests  a  sea  change  in  American  shopping  habits 
Many  Americans  are  happy  to  shop  in  huge  concrete 
floored  warehouses  to  get  a  better  price,  but  they  also  want 
to  be  pampered  with  lots  of  attention  in  specialty  shops 

Adjusting  to  such  conflicting  trends  isn't  easy.  Look  at 
the  sharp  downturns  at  firms  like  Stop  &  Shop  and  K  mart, 
or  drug  chains  like  Revco  D.S.  and  Rite  Aid  that  are  facing 
stiff  competition  from  "deep  discounters."  One  of  these, 
Drug  Emporium,  averages  $8  million  of  business  a  year  pen 
store,  vs.  about  $1  million  for  the  average  Revco  store. 

Pressure  like  that  inspires  the  sincerest  form  of  flattery 
in  retail  chains.  Wal-Mart,  with  Sam's  Wholesale  Club, 
has  moved  into  warehouse  clubs,  and  so  has  Zayre  Chair 


Retailing 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

earnii 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabil: 

Apparel 

Limited 

•/• 

1 

41.6% 

44.2% 

21.8% 

6.0% 

1 

42.8% 

66.5% 

1 

56.2% 

47.8% 

very  hi 

Melville 

36/na 

2 

24.8 

20.3 

12.2 

4.2 

3 

17.5 

7.7 

6 

12.4 

5.5 

very  h 

Gap 

•/• 

3 

20.7 

8.6 

17.3 

1.9 

8 

10.9 

12.2 

3 

25.1 

-42.1 

averai 

United  States  Shoe 

52/39 

4 

20.2 

14.2 

10.7 

3.4 

6 

13.8 

14.5 

7 

11.0 

-3.5 

averal 

Petrie  Stores 

•/• 

5 

20.1 

18.4 

98.3 

5.4 

5 

14.2 

50.9 

8 

0.6 

18.6 

very  li 

Nordstrom 

•/• 

6 

18.3 

16.8 

55.8 

4.1 

2 

23.4 

29.3 

4 

17.8 

18.4 

very  h 

Zayre 

29/34 

7 

15.7 

19.0 

46.5 

2.6 

4 

16.0 

19.9 

2 

28.7 

22.1 

very  bJ 

Edison  Bros  Stores 

25/46 

8 

15.5 

7.8 

14.0 

2.6 

11 

5.6 

-22.2 

10 

-2.7 

-50.6 

very  1< 

Manhattan  Inds 

31/25 

9 

13.8 

def 

72.4 

def 

10 

8.7 

11.8 

11 

-29.5$ 

P-D 

very  1> 

Hartmarx 

57/32 

10 

13.2 

13.8 

36.6 

3.8 

7 

11.4 

6.2 

5 

16.9 

1.2 

very  hi 

Carter  Hawley  Hale 

26/47 

11 

9.4 

7.3 

84.6 

1.6 

9 

9.6 

-2.0 

9 

-0.3 

-50.0 

very  li 

Medians 

18.3 

14.2 

36.6 

3.4 

13.8 

12.2 

12.4 

1.2 

Catalog  showrooms 

Service  Merchandise 

•/• 

1 

19.8% 

5.2% 

59.9% 

0.8% 

2 

18.1% 

36.0% 

1 

16.4% 

-66.0% 

very  bj 

Gordon  Jewelry 

26/np 

2 

12.3 

3.3 

7.2 

1.7 

3 

5.4 

-1.0 

2 

-2.7 

-69.1 

very  li 

Best  Products 

•/• 

3 

10.9 

1.5 

73.1 

0.3 

1 

23.8 

4.7 

3 

-14.8 

-81.8 

averai 

Medians 

12.3 

3.3 

-MO 

0.8 

18.1 

4.7 

-2.7 

-69.1 

•  90%  or  more.    DD:  Segmeni  »t...l  deficit,    DP:  Segment  deficit,  total  profit.    PD:  Segment  profit,  total  deficit.    D-D:  Deficit  to  deficit    D  P:  Deficit  to  profitt 

P-D:  Profit  to  deficit,    def:  Deficit  >i  available.    NE:  Negative  equity.    NM:  Not  meaningful    tFour  year  growth    ttThree  year  average    ttThree-year  growth 


For  further  explanation,  see  page  56. 
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LOOKING  FORWARD. 

Aeritalia,  a  company  of  the  IRI  -  Finmeccanica 
Group,  holds  the  foremost  position  as  to  the  ae- 
rospace field  in  Italy. 

14.600  people,  working  in  13  plants,  both  in  nort- 
hern and  southern  Italy,  are  actually  looking  for- 
ward. Future  is  their  business.  On  a  par  with  the 
world's  major  aerospace  companies,  Aeritalia 
means  research,  design,  development,  produc- 
tion, as  well  as  overhaul,  modification  and  main- 
tenance of  complete  flight  systems  and  big  aero- 
nautical constructions.  Furthermore,  participa- 
tion in  the  most  important  international  pro- 
grammes, realization  of  electronic  and  avionic 
systems,  of  RPVs  and  of  alternative  energy  sy- 
stems. Look  forward  with  Aeritalia. 


AIER1TAL.IA  IRI  finmectanka 


societa 
aerospaziale 
vttaliana 


man  Maurice  Segall,  who  admits  he  copied  Price  with 
warehouse  clubs  in  the  Northeast.  Segall  simply  redefined 
Zayre's  original  corporate  concept  and  found  that  ware- 
house clubs  fit  well  with  traditional  discount  stores  and 
off-price  clothing  (T.J.  Maxx  and  Hit  or  Miss).  "The  days  of 
the  one-kind-of-store  company  are  just  about  over,"  says 
Segall.  "We  have  positioned  our  company  as  a  diversified 
retailer  in  mass  retailing — value-based,  high  turnover, 
high  volume,  low  margin.  It  is  very  self-contained,  very 
defined."  It  seems  to  be  working.  Among  the  discounters, 
only  Wal-Mart  had  better  earnings  growth  in  1985. 

Other  retailers  are  seeking  protection  from  the  deep 
discounters  in  specialty  niches.  The  classic  example  is  the 
five-and-dime  chain,  F.W.  Woolworth.  It's  now  one  of  the 
country's  largest  shoe  retailers,  and  small  specialty  stores 
will  provide  the  bulk  of  its  profits  by  the  end  of  fiscal  1986. 


Woolworth's  dramatic  turnaround  on  the  Yardsticks  last 
year  is  eloquent  testimony  to  the  success  of  that  strategy. 

Old-line  department  stores  are  also  moving  into  special- 
ty outlets.  By  1990  Allied  Stores  plans  to  open  another  100 
stores  like  its  Ann  Taylor  and  Catherine's  Stout  Shoppes, 
which  already  account  for  about  20%  of  sales.  Acquisitive 
Lucky  Stores,  already  in  automotive  supply,  increased  its 
stake  in  the  long-neglected  fabrics  business  by  acquiring 
the  104-store  Minnesota  Fabrics  chain.  It  saw  the  chance 
to  enter  new  markets  and  pick  up  share  once  held  by 
department  stores  now  out  of  that  business. 

Or  take  Dayton-Hudson.  Two  years  ago  D-H  appeared  in 
our  lists  under  department  stores.  Now  74%  of  its  profits 
come  from  its  Target  and  Mervyn's  discount  chains,  and  in 
October  the  company  announced  a  $4  billion  capital  pro- 
gram to  expand  discount  and  specialty  operations. 
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Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 
— segment — 
Company  sales/profits 

latest       debt  as  net 
5-year      12           %  of  profit 
rank        average    months    equity  margin 

latest 
5-year  12 
rank        average  months 

latest 
5-year  12 
rank        average  months 

earnii 
stabil 

Department  stores 

RH  Macy  •/• 
Lucky  Stores  25/13 
Dillard  Dept  Stores  •/• 
Mercantile  Stores  •/• 
May  Dept  Stores  68/72 

1  21.4%      16.3%       14.0%  4.3% 

2  19.2         17.5         61.3  1.1 

3  18.6         19.8         70.4  3.9 

4  16.3         15.0         28.0  5.0 

5  16.0         17.3         41.2  4.4 

4            14.2%  7.5% 
12            9.5  6.5 
1           25.2  49.3 
7           10.9  6.8 
10             9.8  10.2 

2          21.1%  -15.6% 
12          -0.3  12.8 
1          40.5  32.0 

4  17.5  4.2 

5  14.6  9.3 

very  h 
very  1 
very  hi 
very  h 
very  h 

Federated  Dept  Strs  67/89 
Allied  Stores  •/• 
IC  Penney  79/na 
Strawbridge  •/• 
Assoc  Dry  Goods  61/73 

6  14.6         13.1         27.9  3.3 

7  12.8         15.3         70.9  3.9 

8  12.7         10.1         54.7  2.9 

9  12.5         16.0       125.8  3.7 
10           11.8         12.2         33.8  2.8 

8            10.8  8.0 

5  13.8  5.7 
13            3.0  2.3 

6  11.5  12.5 
2           19.6  9.5 

10            8.5  11.0 
9            9.9  25.5 
8          13.3  -18.6 
3          20.1  16.6 
6          13.6  -0.7 

avera 
higt 
higl 
higl 
very  hi 

Carson  Pine  Scott  50/45 
Sears,  Roebuck  67/57 
Carter  Hawley  Hale  73/52 
Equitable  of  Iowa  41/2 
Alexander's  •/• 

11  10.8         13.4        104.2  2.0 

12  10.6         10.7         87.4  2.9 

13  9.4           7.3         84.6  1.6 

14  7.0          4.3           9.2  2.6 

15  1.4          7.4         87.0  1.0 

5             iy.6  16.1 
9            10.4  4.6 
11             9.6  -2.0 

14  2.7  4.9 

15  1.9  0.5 

11            4.2  132.5 
7          13.5  -19.9 

13  -0.3  -50.0 

14  -15.0  -10.2 

NM  24.7 

very  1 
averai 
very  1 
avera 
NM 

Medians 

12.7         13.4         61.3  2.9 

10.8  6.8 

13.3  9.3 

Discount  and  variety 

Wal-Mart  Stores  •/• 
SCOA  Industries  84/» 
Ames  Dept  Stores  •/• 
Stop  &  Shop  Cos  48/73 
Dayton-Hudson  71/73 

1  34.9%      30.7%      49.6%  3.9% 

2  24.8        22.6         88.5  2.9 

3  23.1         19.7         60.6  3.1 

4  19.2         12.8         52.8  1.3 

5  16.8         16.1         43.2  3.3 

1  39.9%  32.2% 
8           10.4  5.1 

2  20.1  30.8 
7           11.2  12.8 
4            19.0  12.2 

1  43.0%  24.1% 

8  9.3  9.8 
5          23.5  19.4 

2  33.6  -26.9 

9  9.1  10.3 

very  h 
very  h 
very  h 
very  h 
higl 

Zayre  70/65 
Rose's  Stores  •/• 
K  mart  •/• 
Household  Intl  26/8 

6  15.7         19.0         46.5  2.6 

7  15.6         14.2         16.6  2.1 

8  13.2         12.4         89.3  1.8 

9  12.0         13.6        236.0  2.6 

5  16.0  19.9 

6  14.0  9.2 
9            10.0  13.4 

10            9.1  5.3 

3  28.7  22.1 

4  28.1  -13.9 
7          10.5  -23.2 

10           4.7  -4.6 

very  h 
high 
avera 
low 

Assoc  Dry  Goods  38/26 
Heck's  86/dd 
FW  Woolworth  68/39 
Cook  United  *'dd 

10  11.8         12.2         33.8  2.8 

11  9.3          def         89.3  def 

12  3.5         14.5         35.4  2.6 

13  def          def          NE  def 

3           19.6  9.5 

11  2.0  6.5 
13           -5.6  3.2 

12  -2.8  -^7.7 

6          13.6  -0.7 
NM  P-D 
NM  20.6 
NM  D-D 

very  h 
NM 
NM 
NM 

Medians 

15.6         14.2         49.6  2.6 

11.2  9.5 

10.5  -0.7 

Drugs 

American  Stores  na/na 
Pute  Aid  89/* 
Walgreen  •/• 
Revco  DS  •/* 

26.8%      26.4%     128.9%  1.4% 

2  23.8         18.4         23.5  4.3 

3  21.7        22.6         12.8  3.0 

4  21.3          7.4          9.8  1.3 

1  20.5%  62.0% 
7            11.7  14.6 

3           15.5  15.2 

2  18.9  8.1 

1           33.7%  42.0% 

3  21.3  -15.5 

4  20.2  10.1 

5  17.7  -63.9 

high 
very  h 
very  h 
very  h 

•  90%  or  more.    DD:  St                   total  deficit    DP:  Segmeni  deficit,  total  profit    PD:  S 
P-D:  Profit  to  deficit,    def:  V-.         Na.  Not  available.   NE:  Negative  equity.   NM:  Not  meanir 
For  further  explanation,  sec 

egment  profit,  total  deficit  D-D 
lgful.    +Four-year  growth  ttTh 

Deficit  to  deficit    D  P:  Deficit  t 
ree  year  average  ttThree-year 

o  profit 
growth 
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But  nobody  said  finding  profitable  niches  was  easy. 
K  mart's  Designer  Depot  off-price  apparel  chain  and  its 
Builders  Square  home  improvement  centers  have  yet  to 
help  earnings  much.  Among  drug  chains,  Rite  Aid  got  out 
of  a  bad  acquisition  in  toys  by  selling  Circus  World. 

Certainly  nobody  is  diversifying  into  high-priced  discre- 
tionary purchases  such  as  jewelry  in  these  days  of  mush- 
rooming consumer  debt.  For  the  same  reason,  selling  big- 
ticket  TV  sets  and  VCRs  proved  a  disaster  for  Jack  Eckerd 
Corp.,  even  though  Rite  Aid's  small-ticket  videocassette 
rental  business  in  drugstores  is  taking  off. 

Meanwhile,  some  retailers  at  the  bottom  of  the  Yard- 
sticks seem  not  to  have  redefined  their  strategy  or  devel- 
i  oped  new  types  of  outlets.  That  could  be  said  of  Federated 
Department  Stores,  which  tried  to  be  all  things  to  all 
people  (Forbes,  Apr.  8,  1985).  Carter  Hawley  Hale,  whose 


earnings  declined  50%  last  year,  has  similar  problems. 

Stragglers,  of  course,  make  takeover  targets.  CHH 
fought  off  The  Limited  by  effectively  mortgaging  itself  to 
General  Cinema  (Forbes,/««.  28, 1985).  Federated  recently 
traded  at  around  71,  just  10  times  earnings  and  127%  of 
book  value,  despite  antitakeover  provisions — a  tempting 
target  indeed  for  a  raider  wanting  to  make  something  of 
valuable  parts.  Edward  Finkelstein,  chairman  of  R.H. 
Macy,  spent  Christmas  readying  his  company  for  its  move 
back  into  private  hands.  The  steep  16%  drop  in  per-share 
earnings  at  its  fiscal  year-end  hasn't  helped  the  traditional 
profit  leader  of  the  department  stores. 

SCOA  Industries  was  also  taken  private,  and  Eckerd  is 
planning  to  go  private  after  an  apparent  takeover  attempt. 

The  risk  of  resting  on  yesterday's  laurels  in  the  midst  of 
today's  takeover  mania  is  obvious.  ■ 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%  in 
— segment — 
ompany  sales/profits 

latest      debt  as  net 
5-year      12          %  of  profit 
rank        average    months    equity  margin 

latest 
5-year  12 
rank        average  months 

latest 
5-year  12 
rank        average  months 

earnings 
stability 

ongs  Drug  Stores  •/• 
hrifty  Corp  na/na 
ck  Eckerd  •/• 
lerwin-Williams            30/  0 

5  18.2%      15.8%        0.0%  2.9% 

6  17.1         20.7         57.8  2.3 

7  16.3          def         18.2  def 

8  13.6         17.6         41.8  3.3 

6            11.8%  13.9% 
8            8.4  8.1 

4  14.7  -4.4 

5  13.0  6.7 

7  8.9%  7.8% 
6          13.7  14.3 

8  3.7  P-D 
2           27.6          14  9 

very  high 
very  high 
average 

vciy  nigii 

ledians 

19.8         18.0         20.9  2.6 

13.9  11.0 

19.0  9.0 

eweiry 

>stens  33/na 
ordon  Jewelry  73/* 
ay  26/64 
ale  •/• 

1  22.9%      20.3%        7.8%  7.2% 

2  12.3          3.3           7.2  1.7 

3  8.9         16.0        178.6  0.8 

4  8.8           6.0         56.3  2.6 

1  11.2%  16.6% 

2  5.4  -1.0 
4           -1.7  -21.8 

3  1.7  2.2 

1  10.5%  6.0% 

2  -2.7  -69.1 
NM  123.9 
NM  -27.9 

very  high 
very  low 

NM 

NM 

ledians 

10.6         11.0         32.1  2.2 

3.6  0.6 

-2.7  -11.0 

•hoes 

lelville  31/na 
rown  Group  40/na 
dison  Bros  Stores  48/37 
lorse  Shoe  80/60 
.enesco  45/61 
W  Woolworth  24/43 

1  24.8%      20.3%       12.2%  4.2% 

2  17.1           7.8          17.1  2.1 

3  15.5          7.8         14.0  2.6 

4  9.8          6.2         33.5  1.5 

5  5.6          def       105.1  def 

6  3.5         14.5         35.4  2.6 

1  17.5%  7.7% 

2  6.7  -7.0 

4  5.6  -22.2 

3  6.2  2.7 

5  -5.4  -8.0 

6  -5.6  3.2 

1  12.4%  5.5% 

2  9.2  -52.0 

3  -2.7  -50.6 
NM  -38.3 
NM  P-D 
NM  20.6 

very  high 

high 
very  low 

NM 

NM 

NM 

iedians 

12.7           7.8         25.3  2.4 

5.9  -2.2 

-2.7  -44.5 

fiscellaneous 

rice  Co  •/• 
andy  na/na 
ircuit  City  Stores  •/• 
oys  "R"  Us  •/• 

reneral  Host  61/60 

1  63.8%      45.1%      75.7%  2.5% 

2  40.1         19.3         41.7  6.6 

3  26.8        22.8         31.3  3.4 

4  24.9         18.7          14.9  6.2 

5  19.3        41.8         67.9  17.2 

1  74.1%  61.6% 
5           18.7  5.3 

2  35.7  40.8 
4           29.3  25.4 

11           -0.3  -15.4 

1  80.4%  59.8% 
5           29.3  -16.2 

3  44.0  17.7 

4  32.2  12.7 

2  62.8tt     500.0  + 

very  high 
very  high 

high 
very  high 
average 

ayless  Cashways  •/• 
owe's  Cos  •/• 
dison  Bros  Stores  25/15 
fR  Grace  26/11 

6  18.9         13.7         62.8  2.7 

7  16.2         17.8         27.1  3.3 

8  15.5          7.8         14.0  2.6 

9  13.8           7.1          68.6  2.3 

3           30.2  35.1 
6            14.4  18.6 
8             5.6  -22.2 
10             3.5  6.4 

8  19.6  -12.1 
7          21.8  7.0 

9  -2.7  -50.6 
10          -8.5  -20.3 

high 
high 
very  low 
low 

herwin-Williams  40/38 
eneficial  Corp  27/16 
vans  Products  74/* 
/ickes  Cos  48/56 

10  13.6         17.6         41.8  3.3 

11  4.4          9.0        399.3  4.0 

12  def          def       260.0  def 

13  deftt      25.9       159.5  0.6 

7           13.0  6.7 
13           -7.7  -13.6 
12           -1.5  -15.1 

9             4.3  11.7 

6          27.6  14.9 
NM  -18.2 
NM  D-D 
NM  D-P 

very  high 
NM 
NM 
NM 

ledians 

16.2         17.8         62.8  3.3 

13.0  6.7 

21.8  -2.6 

idustry  medians 

15.6         14.2         43.2  2.6 

11.2  7.7 

11.0  0.3 

U-industry  medians 

13.7         12.7         36.6  3.8 

6.9  4.3 

0.3  -6.0 

»  90%  or  more.    DD:  Segment  deficit,  total  deficit.    DP:  Segment  deficit,  total  profit.    PD:  Segment  profit,  total  deficit.    D-D:  Deficit  to  deficit.    D-P:  Deficit  to  profit 
P-D:  Profit  to  deficit    def  Deficit.    NA:  Not  available.    NE:  Negative  equity.    NM:  Not  meaningful    ^Four-year  growth.    ttThree-year  average.    HThree-year  growth, 
•'or  further  explanation,  see  page  56. 
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SURFACE 

TRANSPORTATION 


Why  is  railroad 
deregulation  one  of 
the  great  success 
stories,  while  the  truckers 
are  still  in  turmoil? 


By  David  Henry 


When  the  Burlington  Northern  railroad  addedl 
all  its  costs  for  building  a  new  1 10-mile  line  intol 
the  coalfields  of  Wyoming's  Powder  River  Basin  a 
few  years  ago,  it  found  it  had  spent  a  million  dollars  a  mile. 
Locomotives  cost  another  million  or  so  each.  Hardly 
worth  it.  Better  to  buy  somebody  else's  tracks  and  locomo- 
tives than  build  your  own. 


Surface  transportation 


Yardsticks  of  management  performance 


Profitability 
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Return  on  equity 
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Earnings  per  share 

%  in 

latest 
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12 

%  of 
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12 
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Company 
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rank 
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equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabili 

Railroads 

CNW 

•/• 

1 

23.2% 

def 

165.7% 

def 

8 

1.1% 

-2.3% 

NM 

P-D 

Nivi 

Kansas  City  Southern 

70/77 

2 

16.0 

15.7% 

43.0 

13.0% 

3 

11.2 

1.7 

1 

11.4% 

52.1% 

high 

American  Standard 

22/17 

3 

14.7 

12.6 

44.6 

3.5 

7 

1.8 

10.2 

8 

-17.9 

20.7 

averaj 

Norfolk  Southern 

•/• 

4 

13.5 

10.9 

19.2 

13.5 

6 

2.3 

2.8 

5 

-2.1 

2.8 

very  1< 

Burlington  Northern 

46/65 

5 

12.8 

13.4 

50.4 

7.2 

1 

16.7 

7.8 

2 

7.6 

7.9 

averaj 

Union  Pacific 

50/61 

6 

11.9 

10.8 

41.0 

6.5 

2 

15.0 

-2.6 

7 

-6.6 

47.5 

low 

Santa  Fe  Southern 

74/32 

7 

10.9 

7.6 

28.9 

6.7 

5 

3.7 

-0.8 

3 

0.8 

-1.6 

very  li 

CSX 

63/64 

8 

10.8 

8.3 

46.8 

5.6 

4 

10.3 

-5.1 

4 

-1.6 

-19.5 

very  1< 

Amsted  Industries 

30/26 

9 

9.6 

7.9 

0.0 

4.2 

11 

-10.1 

11.9 

NM 

20.2 

NM 

IC  Industries 

24/30 

10 

8.6 

7.9 

92.2 

2.8 

9 

0.6 

12.9 

6 

-3.9 

-33.8 

very  li 

GATX 

25/63 

11 

4.1 

def 

276.1 

def 

10 

-2.8 

-13.9 

NM 

D-D 

NM 

Medians 

11.9 

8.3 

44.6 

5.6 

2.3 

1.7 

-3.9 

2.8 

Truckers 

Roadway  Services 

•/• 

1 

20.7% 

14.6% 

0.0% 

5.5% 

6 

5.1% 

9.5% 

4 

11.5% 

-13.9% 

very  hi 

IU  International 

59/dp 

2 

18.8 

def 

119.8 

def 

11 

-1.7 

5.9 

9 

-33.7 

P-D 

low 

Ryder  System 

•/• 

3 

18.4 

15.4 

142.5 

4.5 

3 

11.5 

-1.7 

3 

11.8 

-11.0 

higt 

Consol  Freightways 

4 

17.7 

14.2 

11.3 

4.2 

10 

-1.7 

16.1 

5 

2.7 

15.9 

very  1< 

Leaseway  Transport 

•/• 

5 

14.8 

8.7 

122.8 

1.8 

5 

8.4 

8.7 

6 

-7.5 

-25.3 

averaj 

•  90%  or  more.  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit.  P-D:  Profit  to  deficit 
def:  Deficit.    NA:  Not  available.    NM:  Not  meaningful.    JFour-year  growth    ttThree-year  average.    ttThree-year  growth    For  further  explanation,  see  page  56. 
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Compare  that  to  the  entry  costs  of  the  guy  who  goes  into 
the  trucking  business  by  putting  a  mortgage  on  his  house, 
and  you  have  put  your  finger  on  the  fundamental  differ- 
ence between  these  two  deregulated  industries.  It's  prohib- 
itively expensive  to  get  into  the  railroad  business.  It's 
ridiculously  easy  to  become  a  trucker. 

True,  when  the  Interstate  Commerce  Commission  re- 
duced its  supervision  of  most  rates  between  1978  and 
1981,  the  railroads  were  forced  to  start  competing  with 
each  other  on  prices  and  costs.  But  the  competitors  were 
basically  the  same  players.  There  were  no  new,  nonunion, 
low-cost  providers  rushing  in  with  new  railroad  tracks. 

That's  a  major  reason  the  railroads  avoided  the  turmoil 
still  plaguing  parts  of  the  trucking  industry.  Once  they 
were  allowed  to  pursue  consolidation  without  worrying 
about  new  competitors,  the  railroads  stopped  going  broke. 
Railroad  deregulation  has  been  one  of  the  great  success 
stories  of  U.S.  business.  In  fact,  the  ICC  figures  that  pure 
railroads — as  distinct  from  the  conglomerates  on  our  list 
such  as  IC  Industries,  Union  Pacific  and  Santa  Fe  Southern 
Pacific — had  a  return  on  investment  of  4.6%  for  the  12 
months  ended  Sept.  30,  1985. 

Not  so  the  trucking  industry.  Nobody  knows  for  sure 
how  many  new  players  have  rushed  in  since  1978,  but  ICC 
reports  indicate  they  may  have  doubled.  Once-protected 
profit  margins  have  tumbled,  diminishing  the  Teamsters' 
power  as  well.  Trucking  company  failures  may  be  running 
50%  higher  than  the  rate  of  businesses  in  general.  (In  1984, 
according  to  the  American  Trucking  Associations,  28%  of 
the  carriers  registered  with  the  ICC  were  operating  at  a 
loss.  It  looks  as  if  it  was  even  worse  in  1985.) 

But  study  the  tables  and  you'll  find  some  trucking 
companies  making  good  money.  These  mostly  specialize 
in  the  less-than-truckload  (LTL)  side  of  the  business.  Serv- 


ing customers  whose  shipments  do  not  fill  entire  trucks 
requires  lots  of  terminals  and  freight  consolidation  centers 
to  sort  different  shipments  and  put  them  into  trucks 
headed  in  the  same  direction.  In  short,  this  is  the  side  of 
the  business  where  costs  keep  out  upstart  competition. 

Yellow  Freight  System,  for  example,  derives  about  90% 
of  its  revenues  from  LTL.  In  the  last  12  months  it  had  a 
19.6%  return  on  equity  and  a  23.7%  increase  in  earnings 
per  share.  That  was  accomplished  with  over  500  freight 
terminals,  more  than  twice  as  many  as  it  had  in  1980. 
Consolidated  Freightways  has  always  been  in  LTL  and  has 
consistently  shown  strong  returns. 

Ironically,  while  the  trucking  companies  learn  to  play 
the  LTL  game,  the  railroads  are  taking  back  some  full 
truckloads  from  them.  For  decades  trucks  steadily  grabbed 
market  share  in  surface  transportation,  but  now  the  rail- 
roads believe  they  have  stemmed  that  trend. 

Under  deregulation  the  railroads  have  been  able  to  put 
together  more  trains  carrying  piggyback  truck  trailers  and 
ship  containers  at  competitive  prices,  says  Mark  Goss, 
vice  president  of  Freight  Distribution  Services,  Inc.,  a 
Burbank,  Calii.-based  freight  broker. 

Some  of  those  trailers  carry  LTL  freight,  but  most  are 
comparable  to  full  trailer  loads  headed  for  one  destination. 
As  a  portion  of  railcar-loadings,  truck  trailers  and  contain- 
ers on  flat  cars  have  increased  since  1980  to  13.3%  from 
7.5%,  according  to  the  American  Association  of  Railroads. 

As  for  ship  containers,  about  two  dozen  overland  trains 
now  carry  double  stacks  of  ocean  ship  cargo  containers 
across  the  country,  primarily  eastward  from  the  Pacific  to 
the  Atlantic.  The  shipping  companies  find  that  cheaper 
and  more  competitive  than  carrying  only  one  layer.  Sink- 
ing in  overcapacity  (Forbes,  July  29,  1985),  they  need 
whatever  savings  they  can  find.  ■ 
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low  Freight  System 

•/• 

6 

12.6% 

19.6% 

23.0% 

3.6% 

4 

10.1% 

15.3% 

2 

18.3% 

23.7% 

average 

nsway  Intl 

71/72 

7 

10.4 

12.6 

35.6 

2.7 

9 

-0.1 

2.3 

7 

-8.0 

0.3 

low 

•/• 

8 

9.7tt 

5.6 

225.5 

1.6 

7 

2.6 

2.1 

8 

-18.5 

-60.2 

average 

ansas  Best 

78/60 

9 

9.2 

18.3 

52.8 

2.6 

2 

11.7 

12.3 

NM 

21.8 

NM 

•sey 

32/52 

10 

8.4 

11.3 

67.5 

1.7 

8 

1.9 

6.2 

NM 

14.3 

NM 

■star 

69/33 

11 

5.8 

13.5 

258.4 

1.6 

1 

46.6 

54.3 

1 

242.6tt 

-21.0 

very  high 

dians 

12.6 

13.5 

67.5 

2.6 

5.1 

8.7 

-7.5 

-11.0 

her  surface 

Lean  Industries 

•/• 

1 

20.2% 

def 

249.8% 

def 

1 

12.1% 

24.5% 

2 

10.6%tt 

P-D 

very  low 

xander  &  Baldwin 

67/69 

2 

15.4 

18.2% 

41.4 

16.7% 

4 

4.8 

6.5 

3 

7.7 

24.6% 

very  low 

yhound 

30/13 

3 

12.3 

10.3 

19.5 

4.7 

6 

-16.2 

21.8 

4 

-5.0 

21.4 

average 

omalloy  American 

27/16 

4 

def 

def 

83.6 

def 

5 

-12.5 

-3.2 

NM 

D-D 

NM 

erican  President 

•/• 

NA 

12.0 

52.1 

5.6 

2 

11.5 

21.9 

NA 

-47.2 

NA 

Land 

•/• 

NA 

5.1 

53.5 

2.4 

3 

6.4 

-4.7 

1 

26.6* 

-43.4 

average 

iians 

13.9 

7.7 

52.8 

3.6 

5.6 

14.2 

7.7 

-45.3 

ustry  medians 

12.5 

10.9 

51.3 

3.6 

4.3 

6.4 

-3.9 

-6.3 

industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

0%  or  more.  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit.  P-D  Profit  to  deficit, 
fc  Deficit.    NA;  Not  available.    NM:  Not  meaningful.    ^Four-year  growth.    ttThree  year  average.    ^Three-year  growth.    For  further  explanation,  see  page  56. 
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TELECOMMUNICATIONS 

111  the  biggest  of  all 
deregulating  indus- 
tries, "everybody's 
getting  into  everybody 
else's  pie." 


By  John  Hayes 

I n  September  "equal  access"  will  be  completed — when 
all  long-distance  carriers  start  paying  equal  charges  to 
i  local  telephone  companies  for  hooking  up  long-dis- 
tance calls.  Discounts  that  were  set  up  to  help  MCI  and 
GTE's  Sprint  compete  with  AT&T  will  disappear.  With  a 
vengeance,  the  $160  billion-a-year  telecommunications 
industry  will  enter  the  age  of  deregulation. 

While  long-distance  carriers  fight  it  out,  regional  and 
local  telephone  companies  are  pushing  to  get  into  new 
businesses.  "Everybody's  starting  to  get  into  everybody 
else's  pie,"  says  Montgomery  Securities  analyst  Robert 
Morris.  The  now  independent  Bell  regional  companies 
even  want  to  manufacture  equipment  in  competition  with 
Western  Electric  and  to  offer  long-distance  in  competition 
with  ex-parent  AT&T. 


The  former  Bell  companies  will  probably  get  much  ol 
what  they  want.  Non-Bell  independents,  for  example,  have 
always  had  the  right  to  offer  long-distance  service.  United 
Telecom,  Southern  New  England  Telephone,  Alltel  and 
Rochester  Telephone  have  been  in  the  long-distance  busi- 
ness for  years,  in  addition  to  GTE. 

Accordingly,  United  Telecom  is  betting  $2  billion  that  it 
can  grab  a  piece  of  the  long-distance  market  with  a  nation- 
wide fiber  optics  system  planned  for  1988.  Continental  has 
been  acquiring  nonregulated  businesses,  such  as  a  tele- 
phone equipment  distributor  and  a  half  interest  in  a  satel- 
lite venture.  Centel,  which  is  second  in  five-year  return  on 
equity  to  MCI,  has  also  diversified.  So  has  Southern  Nev« 
England. 

Local  telephone  companies,  of  course,  remain  undei 
regulation,  and  last  year  state  public  utility  commissions 
granted  only  about  half  of  nearly  $3  billion  in  requested  I 


Telecommunications 


Yardsticks  of  management  performance 
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Carriers 

MCI  Communications  •/• 

1 

32.1% 

9.8% 

151.9% 

5.1% 

1 

75.5% 

16.5% 

1 

43.6%  t 

194.1% 

very 

1 

Centel 

57/83 

2 

17.6 

16.2 

92.6 

9.5 

3 

12.7 

-1.7 

4 

5.6 

5.8 

very 

b 

United  Telecom 

88/» 

3 

16.0 

12.0 

105.1 

6.7 

6 

9.7 

16.5 

7 

-0.8 

-10.8 

very 

1 

Continental  Telecom 

68/* 

4 

14.8 

17.4 

124.9 

9.9 

2 

16.2 

4.9 

6 

4.4 

24.3 

very 

t 

Alltel 

76/» 

5 

14.5 

15.4 

130.3 

10.1 

4 

11.9 

7.6 

5 

4.8 

10.2 

aven 

GTE 

70/» 

6 

14.4 

14.2 

110.1 

7.1 

8 

8.2 

8.2 

3 

8.5 

-5.7 

aver; 

So  New  England  Tel 

•/• 

7 

13.4 

12.6 

58.3 

9.1 

5 

11.7 

4.3 

2 

8.8 

-6.5 

big 

Western  Union 

•A>r> 

8 

0.7 

def 

119.3 

def 

7 

9.6 

-0.1 

NM 

D-D 

N\ 

American  Info  Tech 

*/• 

NA 

14.6 

67.7 

11.6 

NA 

NA 

NA 

NA 

Ni" 

American  Tel  Sk 

•/• 

NA 

10.5 

57.1 

4.6 

NA 

NA 

NA 

NA 

N/ 

Bell  Atlantic 

•/• 

NA 

14.2 

63.2 

12.0 

NA 

NA 

NA 

NA 

N/ 

BellSouth 

•/• 

NA 

15.3 

68.4 

14.0 

NA 

NA 

NA 

NA 

N/ 

Nynex 

NA 

13.7 

69.3 

10.7 

NA 

NA 

NA 

NA 

N/ 

•  90%  or  more.  DD:  bL--rr.eni  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit  P  D:  Profit  to  deficit 
def  Deficit    NA  Not  available.    NM:  Not  meaningful    tFour  year  growth    For  further  explanation,  see  page  56. 
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Wilson  North/lnlernational  Slock  Pholo 


rate  increases.  But,  by  and  large,  state  utility  regulators  did 
i  not  lower  allowable  rates  of  return  for  telephone  compa- 
;  nies  when  interest  rates  fell.  That  helped  earnings  as  local 
r  telephone  companies  cut  personnel  and  operating  costs 
I  last  year.  Thus,  it  is  good  news  for  the  industry  that  some 
i  public  utilities  commissions  are  deregulation-minded  to- 
i  day.  In  Illinois,  for  example,  any  telephone  service  that  is 
i' offered  by  at  least  two  competitors  will  be  free  of  rate 
|  regulation  by  1989. 

Keep  in  mind,  though,  that  "deregulating"  is  not  the 
1  same  thing  as  "deregulated."  As  Wertheim's  telecommu- 
:  nications  analyst  Lap  Lee  puts  it,  "You  can  never  overesti- 
i  mate  the  effect  a  regulator  can  have — either  positively  or 
i  negatively." 

As  things  now  stand,  AT&T  still  dominates  this  indus- 
i  try.  Even  with  three-fourths  of  its  assets  spun  off,  the 
I  market  value  of  AT&T  has  recovered  to  about  half  what  it 


was  the  week  before  the  divestiture  was  announced  in 
January  1982.  Together,  AT&T  and  the  seven  regional 
companies  have  doubled  in  market  value  since  then,  com- 
pared with  a  72%  increase  for  the  S&P's  500.  The  old  Bell 
system  seems  to  be  a  case  of  the  parts  adding  up  to  more 
than  the  whole. 

MCI  tops  the  list  for  profitability  with  a  five-year  return 
on  equity  of  32.1%.  But  for  the  latest  12  months  MCI's 
return  on  equity  has  slipped  down  to  9.8%,  reflecting  the 
huge  amount  of  capital  spending  needed  to  compete  head- 
on  with  AT&T. 

GTE's  return  on  equity  was  14.2%  in  the  latest  12 
months,  close  to  its  five-year  average.  That  is  fairly  im- 
pressive, considering  that  Sprint  is  running  big  losses  at 
the  moment.  Happily  for  GTE,  two-thirds  of  its  rev- 
enues— and  almost  all  its  profits — are  still  derived  from 
local  telephone  operations.  ■ 
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12 

earnings 

impany 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stability 

cific  Telesis 

87/« 

NA 

14.2% 

84.8% 

11.1% 

NA 

NA 

NA 

NA 

NA 

uthwestern  Bell 

82/» 

NA 

14.2 

70.5 

12.7 

NA 

NA 

NA 

NA 

NA 

i  West 

•/• 

NA 

14.3 

73.0 

12.3 

NA 

NA 

NA 

NA 

NA 

edians 

14.7 

14.2 

78.9 

10.0 

11.8 

6.3 

5.2 

0.1 

anufacturing 

def 

def 

E/Communications 

•/• 

1 

30.3% 

25.7% 

1 

71.0% 

-29.9% 

1 

45.5% 

P-D 

average 

lixter  Bros 

•/• 

2 

19.0 

9.1% 

27.4 

2.7% 

3 

16.9 

8.9 

4 

-0.6 

17.1% 

very  low 

'A-Com 

64/52 

3 

16.4 

9.3 

29.1 

4.7 

2 

38.1 

9.9 

3 

7.6 

2.2 

low 

atorola 

35/24 

4 

15.8 

6.8 

23.3 

2.8 

4 

14.4 

3.1 

2 

10.1 

-61.0 

average 

T 

28/27 

5 

10.6 

6.9 

42.9 

3.4 

5 

-6.9 

-14.2 

5 

-5.1 

-9.7 

very  low 

edians 

16.4 

6.9 

27.4 

2.8 

16.9 

3.1 

7.6 

-9.7 

dustry  medians 

15.8 

13.7 

69.3 

9.1 

12.7 

4.9 

5.6 

-5.7 

'-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

90%  or  more.  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit.  P-D:  Profit  to  deficit. 
;f:  Deficit.    NA:  Not  available    NM:  Not  meaningful    iFour-year  growth.    For  further  explanation,  see  page  56. 
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WHO'S 
WHERE  IN 
GROWTH 

Here  are  five-year  and 
latest- 12-month  sales  and 
earnings  rankings  of  1,004 
msyor  U.S.  corporations. 


Although  takeovers  and  buybacks  have  been 
center-stage  recently,  the  stock  market  re- 
b  mains  essentially  an  earnings  game.  That  ex- 
plains why  many  of  the  following  companies  with 
high  ranks  on  five-year  average  earnings  growth  are 
also  stock  market  leaders  (see  p.  226). 

Earnings  and  sales  growth  rates  are  calculated  with 
a  least-squares  regression  equation.  We  explain  this 
method  in  The  Forbes  Yardsticks  (p.  56).  Suffice  it  to 
say  it  serves  the  purpose  of  ironing  out  extreme  fluctu- 
ations in  percentages. 

How  went  earnings  growth  last  year?  Badly.  For  229 
of  the  768  ranked  companies,  the  decline  in  earnings 
over  the  most  recent  12  months  was  more  than  10%. 

Earnings  leaders?  One  of  them  is  Telex,  a  manufac- 
turer of  computer  peripherals,  whose  per-share  earn- 
ings advanced  49%  over  the  past  12  months.  That's 
not  as  good  as  its  97.3%  five-year  rate  but  is  still  quite 
exceptional  (seep.  116).  Price  Co.  has  a  similar  story:  a 
five-year  earnings  growth  rate  of  80.4%  and  a  12- 
month  return  of  59.8%.  Unsustainable,  of  course,  but 
exciting  while  it  lasts. 

When  looking  at  earnings  growth  rates,  refer  to  the 
earnings  stability  figure  printed  along  with  the  indus- 
try survey  tables  (pp.  58  to  211).  That  helps  tell  you 
whether  you  can  count  on  a  high  rate's  continuing. 

Take  a  company  such  as  Anheuser-Busch  in  the 
alcoholic  beverages  subindustry.  It  shows  an  earnings 
growth  rate  of  18.9%  and  a  stability  factor  of  Very 
High,  meaning  the  growth  was  stable  Earnings  at  the 
big  brewer  went  from  $1.06  in  1979  to  $2.47  in  1984 
with  annual  gains  between  9%  and  26%. 

On  the  other  hand,  Digital  Equipment  in  the  com- 
puter group  shows  a  4.5%  earnings  growth  rate.  But  its 


Very  Low  earnings  stability  factor  reflects  the  fact 
that  earnings  declined  substantially  in  1983. 

General  Motors  has  a  five-year  earnings  growth 
rate  of  148%.  Sizzling.  But  wait  a  moment.  Note  the 
double-dagger  footnote  next  to  GM's  rate.  That 
means  earnings  change  was  measured  over  three 
years  rather  than  five.  Why?  Because  GM  lost  $762.5 
million  in  1980.  Computing  a  growth  rate  from  a 
negative  is  impossible,  of  course.  So  the  starting  point 
for  measuring  GM  was  1981,  a  recovery  year  in  which 
the  company  earned  only  $1.07  a  share,  while  profits 
in  1984  were  a  record  $14.22  a  share.  Just  as  Telex' 
and  Price's  growth  rates  are  unsustainable,  so,  clear- 
ly, is  GM's.  It  is  always  important  to  take  these 
figures  in  context. 

Here's  another  example:  Fleetwood  Enterprises 
ranks  second  in  growth  with  194.2%.  But  Fleetwood's 
earnings  were  only  11  cents  in  1981,  the  starting 
point,  since  that  was  the  year  earnings  turned  posi- 
tive. Again,  you  can't  take  earnings  growth  in  isola- 
tion. You  must  ask:  Growth  from  what  level? 

There  is  less  correlation  between  sales  growth  and 
stock  prices  than  between  earnings  and  stock  price,  of 
course,  since  sales  growth  does  not  always  translate 
into  profits.  Nevertheless,  sales  growth  counts  for 
something,  and  to  help  evaluate  it,  the  stock  market 
table  lists  a  price-to-sales  ratio,  or  PSR.  Forbes  colum- 
nist Kenneth  Fisher,  a  strong  proponent  of  low-PSR 
stocks,  argues  that  even  if  a  company  has  a  high  or 
negative  P/E,  the  stock  may  be  worthwhile  if  the  PSR 
is  low  enough.  Why  so?  What's  so  hot  about  sales  that 
don't  provide  profits?  The  answer:  leverage.  Even  a 
modest  profit  improvement  on  a  big  sales  volume 
translates  into  sizable  gains  in  earnings  per  share.  ■ 


212 


FORBES,  JANUARY  13,  1986 


Who's  where  in  growth 


impany 


Earnings  per  share 

5-year  latest  12 
rank    average  months 


rank 


Sales 

5-year  latest  12 
average  months 


Company 


Earnings  per  share 

5-year  latest  12 
rank    average  months 


rank 


Sales 

5-year  latest  12 
average  months 


instar 

:etwood  Enterprises 
uthmark 
ieral  Motors 
lachmen  Industries 


242.6%$$ -21.0% 
194.2$$  -16.4 
151.6$  28.8 
148.3$$  -29.9 
98.0$$  -65.3 


20 
217 
2 

652 
43 


46.6%  54.3% 
15.3  -11.5 
103.2  15.1 
5.6  10.5 
32.9  -30.4 


Bruno's 
Hospital  Corp 
Sherwin-Williams 
Dibrell  Brothers 
Esselte  Business  Sys 


64 

65 
66 
67 
68 


27.9% 

27.7 

27.6 

27.2 

26.7$ 


28.6% 
17.0 
14.9 
-29.3 
-1.3 


215 
42 
295 
779 
559 


15.5% 

33.2 

13.0 

2.4 

7.7 


22.8% 
15.6 

6.7 
13.3 

9.8 


lex 

ice  Co 

Uwood 

isbro 

ident  Loan 


6 
7 
8 
9 
10 


97.3 
80.4 
74.6 
65.0 
64.5 


49.0 
59.8 
29.1 
42.3 
29.6 


63 
6 

793 
34 
15 


28.1 
74.  i 
2.1 

37.5 
49.2 


52.0 
61.6 
-4.8 
111.0 

8.7 


Sea-Land 

State  Street  Boston 
Foxmeyer 
Roper  Corp 
Avondale  Mills 


69 
70 
71 

72 
73 


26.6$ 

26.6 

25.9 

25.8 

25.6 


-43.4 
14.7 
13.0 
P-D 
P-D 


621 
281 
25 
658 
814 


6.4 
13.4 
43.4 
5.5 
1.4 


-4.7 
11.3 
63.5 
-0.9 
-23.3 


neral  Host 
?a 

iple  Computer 

nited 

ielcor 


11 
12 
13 
14 
15 


62.8$$ 

60.9 

59.2 

56.2 

53.5 


500.0  + 
-20.7 

-5.7 

47.8 

17.2 


860 
388 
4 
26 
176 


-0.3 
11.1 
99.8 
42.8 
17.0 


-15.4 
11.0 
26.6 
66.5 
3.6 


Gap 

Giant  Food 
Big  Bear 

Beverly  Enterprises 
Cummins  Engine 


74 
75 
76 
77 
78 


25.1 
25.0 
24.8 
24.6 
24.2$$ 


-42.1 
17.9 
51.9 
20.7 

-59.7 


399 
391 
396 
14 

757 


10.9 
11.0 
11.0 
53.5 
3.0 


12.2 
7.7 
10.8 
21.8 
-0.5 


i  nerican  Continental 
icmillan 
itboard  Marine 
Lowenstein 
ferson  Smurfit 


16 
17 
18 
19 
20 


53.2 

50.7$ 

49.6 

47.5$ 

47.3 


291.3 
17.2 
-42.4 
-23.4 
-3.6 


144 

904 
712 
870 
80 


18.9 
-2.6 
4.3 
-0.9 
25.6 


25.9 
24.5 
-4.5 
-7.0 
-2.0 


First  Atlanta 
Cooper  Tire  &  Rubber 
Bindley  Western  Inds 
Ames  Dept  Stores 
McCormick 


79 
80 
81 
82 
83 


24.0 
23.8 
23.7 
23.5 
22.9 


30.5 
-13.6 
23.4 
19.4 
-55.4 


136 
275 
168 
120 
383 


19.2 
13.7 
17.4 
20.1 
11.2 


18.7 
-2.0 
14.9 
30.8 
10.5 


unswick 

E/Communications 

jntord 

me  Inc 

st  Executive 


21 

22 
23 
24 
25 


46.2 

45.5 

44.8 

44.7$$ 

44.4 


5.6 
P-D 
-20.1 
15.3 
12.7 


785 
7 

555 
198 
9 


2.3 
71.0 

7.8 
16.1 
58.1 


5.0 
-29.9 

9.8 
11.1 
103.9 


MEI 

Phillips- Van  Heusen 
Waste  Management 
Monfort  of  Colorado 
Florida  Natl  Banks 


84 
85 
86 
87 
88 


22.8 

22.6 

22.5 

22.4$$ 

22.0 


-2.0 
-24.2 
21.3 
-4.9 
76.7 


93 
529 

74 
142 

69 


23.6 
8.4 
26.6 
19.0 
27.5 


12.8 
8.1 

31.2 
1.7 

12.2 


tarter  Medical 
rcuit  City  Stores 
CI  Communications 
hr  Industries 
d-Mart  Stores 


26 
27 
28 
29 
30 


44.2 

44.0 

43.6$ 

43.5 

43.0 


17.1 
17.7 
194.1 
17.3 
24.1 


62 
36 
5 

574 
28 


28.6 
35.7 
75.5 
7.6 
39.9 


27.4 
40.8 
16.5 
-1.1 
32.2 


Hewlett-Packard 
Lowe's  Cos 
Holly  Corp 
Blount 

Servicemaster  Inds 


89 
90 
91 
92 
93 


21.9 
21.8 
21.8 
21.8 
21.7 


-26.3 
7.0 
-22.1 
-^5.7 
10.1 


138 
247 
583 
523 
125 


19.1 
14.4 
7.3 
8.4 
19.8 


7.6 
18.6 

1.5 
15.8 
16.8 


neral  Cinema 
resume 
1 1  Systems 
ibaru  of  America 

Hard  Dept  Stores 


31 

32 
33 
34 
35 


43.0 

41.8$$ 

41.8 

41.4 

40.5 


76.2 
-38.4 
7.3 
24.7 
32.0 


598 
956 
8 

223 
81 


6.9 
-6.1 
61.9 
15.0 
25.2 


-0.1 
-7.6 
15.2 
20.4 
49.3 


American  Greetings 
Food  Lion 
Super  Food  Services 
Rite  Aid 

Browning-Ferris  Inds 


94 
95 
96 
97 
98 


21.7 
21.6 
21.4 
21.3 
21.3 


15.3 
29.2 
25.2 
-15.5 
19.3 


167 
60 
554 
360 
194 


17.5 
29.2 
7.8 
11.7 
16.2 


9.3 
27.4 

8.3 
14.6 
16.7 


son  Foods 
illins  &  Aikman 
ford  Industries 
KE 

Ivanced  Micro 


36 
37 
38 
39 
40 


40.0 
39.8 
39.7 
37.8 
37.4 


89.3 
7.0 
-76.0 
2.9 
-69.9 


235 
319 
123 
21 

53 


14.7 
12.4 
20.0 
45.1 
30.2 


51.4 
4.0 

-7.3 
5.9 
-14.3 


Dean  Foods 
RH  Macy 
Citizens  &  So  Ga 
Dow  Jones 
Allied  Bancshares 


99 
100 
101 
102 
103 


21.2 
21.1 
21.0 
20.7 
20.7 


20.7 
-15.6 
8.7 
2.0 
6.8 


336 
257 
207 
175 
27 


12.0 
14.2 
15.9 
17.1 
40.0 


13.7 
7.5 

57.6 
8.0 

10.8 


ing  Laboratories 

imana 

imark 

igic  Chef 

i  ndem  Computers 


41 
42 
43 
44 
45 


37.2 
36.7 
36.6 
36.4 
35.5 


P-D 
11.7 

-14.3 
-9.0 

-21.2 


22 
196 
341 
203 

12 


45.0 
16.2 
11.9 
16.0 
56.7 


1.4 
11.6 
-16.6 
-5.6 
17.2 


Washington  Post 
Walgreen 
Savannah  Foods 
Strawbridge 
New  York  Times 


104 
105 
106 
106 
108 


20.4 

20.2 

20.1$ 

20.1 

20.0 


50.7 
10.1 
-12.1 
16.6 
20.3 


418 
214 
466 

367 
277 


10.4 
15.5 
9.5 
11.5 
13.7 


12.2 
15.2 
7.3 
12.5 
12.9 


nerican  Stores 
)p  &  Shop  Cos 
umman 

ys "R"  Us 


46 
47 
48 
49 
50 


35.4 
33.7 
33.6 
33.1 
32.2 


10.5 
42.0 
-26.9 
-25.3 
12.7 


163 
117 
381 
403 
59 


17.5 
20.5 
11.2 
10.9 

29.3 


21.4 

62.0 
12.8 
23.3 
25.4 


Turner 

Shaw  Industries 

Northeast  Utilities 

Marriott 

Bank  of  Virginia 


109 
110 
111 
112 
113 


20.0 
19.9 
19.8 
19.8 
19.6 


-15.5 
2.8 
2.9 
24.4 
16.0 


788 
164 

273 
135 
258 


2.2 
17.5 
13.7 
19.3 
14.2 


17.7 
11.1 
0.7 
15.7 
13.7 


trnco 

st  Boston 

leral  Express 

iystems 

irth  American  Coal 


51 

52 
53 
54 
55 


31.4 
31.0 
30.5 
30.0 
29.9 


-3.4 
36.8 
1.0 
2.1 
1.8 


44 

33 
30 
153 
696 


32.6 
38.0 
39.2 
18.1 
4.8 


10.1 
30.6 
39.1 
13.9 
3.9 


Payless  Cashways 
Equitable  Resources 
San  Diego  G&E 
Portland  Genl  Electric 
Deluxe  Check 


114 
115 
116 
117 
118 


19.6 
19.6 
19.5 
19.4 
19.3 


-12.1 
-32.2 

-2.2 
-29.2 

22.0 


54 
335 
176 
312 
292 


30.2 
12.0 
17.0 
12.5 
13.1 


35.1 
-12.1 
8.6 
18.8 
11.8 


mdisco 
H 

ndy 

itional  Medical 
xas  Oil  &  Gas 


56 
57 
58 
59 
60 


29.7 
29.4 
29.3 
29.0 
28.9 


101.9 
53.1 
-16.2 
8.2 
-20.0 


112 
18 

146 
19 

171 


21.2 
47.1 
18.7 
47.0 
17.3 


8.3 
255.2 

5.3 
22.1 
-16.7 


Kansas  City  P&L 
Sysco 

Anheuser-Busch  Cos 
Hannaford  Bros 
Warner-Lambert 


119 
120 
121 
122 
123 


19.3 
18.9 
18.9 
18.9 
18.7 


6.0 
9.5 
15.3 
25.2 
9.8 


493 
150 
132 
425 
873 


8.9 
18.2 
19.5 
10.3 
-1.3 


-0.5 
13.3 

7.2 
17.2 

2.2 


in  &  Bradstreet 
yre 

se's  Stores 


61 

62 
63 


28.8 
28.7 
28.1 


-44.5 
22.1 
-13.9 


181 

205 
266 


16.9 
16.0 
14.0 


14.8 
19.9 
9.2 


James  River  Corp  Va 
Rubbermaid 

EG&G 


124 
125 
126 


18.6 
18.6 
18.3 


-7.0 
16.7 
9.4 


13 

305 
227 


53.6 
12.7 
15.0 


3.0 
11.2 
11.2 


•D:  Profit  to  deficit.    $Four-year  growth.    $$Three-year  growth. 
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Who's  where  in  growth 


Company 

Earnings  per  share 

C.i/par    lat  p«t  1 1 
J"  y  Cat     IdlvJJi  1 

rank    average  months 

Sales 

5-year  latest  12 
rank    average  months 

Company 

Earnings  per  share 

5-year  latest  12 
rank    average  months 

Sales 

5-year  latest 
rank    average  mom 

Yellow  Freight  System 

Seagram 

Wachovia 

Wpnrlv't  Intl 
vvcuuy  a  inn 

Arden  Group 

127  18.3%  23.7% 

128  18.1  -28.4 

129  17.9  22.0 
129        17.9  13.3 
131        17.8  117.5 

435       10.1%  15.3% 
750        3.2.  10.3 
229       14.9  7.8 
67       27.9  20.5 
886      -1.7  -5.1 

First  Union 
Weis  Markets 
Loral 

Rochester  G&E 
Wisconsin  Electric 

190  14.0%  24.1% 

191  13.9  79 

192  13.9  21.6 

193  13.9  7.3 

194  13.9  0.2 

115       20.7%  17.: 
472        9.4  4. 

79       26.0  17.' 
276       13.7       -4 . 
394       11.0  -l.( 

Nordstrom 
Bergen  Brunswig 
Abbott  Laboratories 

IVCVVU  I/O 

PHH  Group 

132  17.8  18.4 

133  17.8  31.7 

134  17.7  16.3 

135  17.7  -63.9 

136  17.5  11.5 

96       23.4  29.3 
78       26.1  43.0 
298       12.9  6.6 
145       18.9  8.1 
95      23.4  41.2 

Oklahoma  G&E 
PNC  Financial 
Thrifty  Corp 
Avery  International 
Fort  Howard  Paper 

195  13.8  -10.9 

196  13.8  25.7 

197  13.7  14.3 

198  13.7  6.9 

199  13.6  15.4 

345       11.8  4.J 
262       14.1  23.! 
525        8.4  8. 

443     loo  o: 

58      29.4  5-| 

Mercantile  Stores 
Pulte  Home 
Meredith 
Herman  Miller 
SunTrust  Banks 

137  17.5  4.2 

138  17.4  -2.3 

139  17.3  25.6 

140  17.2  24.1 
140        17.2  5.6 

402       10.9  6.8 
72       27.1  -13.4 
567        7.7  4.6 
190       16.5  16.1 
84      24.5  14.3 

McDonnell  Douglas 
Associated  Dry  Goods 
DeSoto 

United  Virginia  Bkshs 
Sears,  Roebuck 

200  13.6  8.0 

201  13.6  -0.7 

202  13.6  -13.1 

203  13.5  14.7 

204  13.5  -19.9 

354       11.7  21.1 
129       19.6  9! 
761         2.9  6 
202       16.1  11. 
417       10.4  4i 

American  Medical 
Capital  Cities 
General  Dynamics 
NWA 

Barnett  Banks  Fla 

142  17.2  18.3 

143  17.2  7.2 

144  17.1  28.5 

145  17.0  -22.7 

146  17.0  11.2 

39       34.4  14.9 
159       17.6  12.8 
248       14.4  5.2 
327       12.2  6.9 

45      32.3  21.2 

Bank  of  New  York 
No  States  Power 
JC  Penney 
Philip  Morris  Cos 
McGraw-Hill 

205  13.4  4.2 

206  13.3  -5.8 

207  13.3  -18.6 

208  13.1  10.9 

209  13.0  5.0 

320       12.3  4.1 
334       12.1  0. 
760        3.0  2.. 
439       10.0  1.1 
463        9.5  8.1 

Hartmarx 
Computervision 
Natl  Convenience 
Robertshaw  Controls 
Prime  Computer 

147  16.9  1.2 

148  16.7  P-D 

149  16.7  -34.6 

150  16.7  -0.5 

151  16.6  0.0 

372       11.4  6.2 
55      29.9  -3.2 
147       18.6  11.3 
728        3.9  -1.2 
50      30.7  18.8 

New  England  Electric 
American  Hospital 
Southern  Company 
Ametek 
Hershey  Foods 

210  13.0  10.7 

211  13.0  -6.4 

212  12.9  3.6 

213  12.9  -17.7 
213        12.9  6.6 

457        9.6  -3.1 
386       11.2  -l.« 
265       14.0  11. 
709        4.5  -2.! 
453        9.7  7." 

Morton  Thiokol 
General  Public  Utils 
Dynalectron 
Delchamps 
Echlin 

152  16.6  78.9 

153  16.6  13.2 

154  16.6  28.6 

155  16.5  2.2 

156  16.4  3.8 

116      20.6  -8.8 
313       12.5  7.2 
413       10.5  6.8 
105      22.2  8.5 
137       19.2  12.0 

Longview  Fibre 
Commonwealth  Ed 
R)  Reynolds  Inds 
Whirlpool 
Arvin  Industries 

215  12.9  -42.4 

216  12.8  6.6 

217  12.8  48.3 

218  12.7  -10.5 

219  12.7  10.7 

651         5.6  -1.1 
320       12.3  2.< 
347       11.8  6.1 
628        6.2  8.1 
438       10.1  9.1 

Service  Merchandise 
Supermarkets  General 
Consolidated  Edison 
McDonald's 
Brown-Forman 

156        16.4  -66.0 

158  16.3  50.2 

159  16.2  -0.9 

160  16.1  13.2 

161  16.0  32.6 

152       18.1  36.0 
333       12.1  36.4 
376       11.3  -2.5 
350       11.8  9.6 
149       18.4  0.9 

Banc  One 
National  Fuel  Gas 
First  of  America  Bank 
Melville 
Sara  Lee 

220        12.7  13.4 
220        12.7  -7.3 

222  12.5  27.8 

223  12.4  5.5 
223        12.4  11.1 

38      35.1  20/ 
329       12.2  -12. 

70      27.3  f 
165       17.5  7. 
551         7.9  12.1 

Sovran  Financial 
Clorox 

RR  Donnelley 
Super  Valu  Stores 
IBM 

162  16.0  16.8 

163  16.0  13.0 

164  15.9  12.0 

165  15.9  -11.4 

166  15.8  -4.1 

235       14.7  13.8 
332       12.1  9.0 
290       13.1  15.2 
290       13.1  12.4 
220       15.1  6.9 

Southwestern  Pub  Svc 
Gerber  Products 
G  Heileman  Brewing 
Rohm  &  Haas 
Loews 

225  12.3  5.8 

226  12.3  1.6 
226        12.3  -15.1 
226        12.3  -12.5 
229        12.3  48.7 

195       16.2  3.2 
510        8.7  7.' 
205       16.0  -O.t 
713        4.3  0.' 
667        5.4  19.; 

Kaman 
Tracor 

CoreStates  Financial 

Transworld 

HJ  Heinz 

167  15.8  11.2 

168  15.7  -7.3 

169  15.6  97.0 

170  15.5  7.0 

171  15.4  10.9 

472        9.4  3.0 
222       15.0  11.0 
300       12.9  1.3 
580        7.3  1.7 
477        9.3  1.0 

Sealed  Power 
Waldbaum 

American  Home  Prods 
Bank  of  Boston 
Reichhold  Chemicals 

230  12.2  -20.4 

231  12.1  27.8 

232  12.1  6.9 
232        12.1  59.5 
234        12.1  -36.9 

153       18.lt  2O.0 
503        8.8  4/ 
609        6.6  -7« 
394       11.0  14.! 
912       -3.1  0.c 

Texas  Commerce  Bcshs 
Albertson's 
Berkshire  Hathaway 
Pfizer 

Fleming  Cos 

172  15.2  -31.1 

173  15.0  5.2 
173        15.0  11.8 
173        15.0  12.3 
176        14.8  9.5 

122       20.0  1.3 
328       12.2  8.7 
508        8.7  26.0 
592        7.0  1.9 
160       17.6  28.8 

Southwest  Airlines 
Ball  Corp 
Southland 
Consol  Natural  Gas 
General  Mills 

235  12.0  4.8 

236  11.9  11.1 

237  11.9  25.0 

238  11.9  -6.6 

239  11.9  P-D 

52       30.4  20.: 
322       12.3  5. 

87      24.1  4i 
365       11.6  -8.C 
504        8.8  -22." 

Curtice-Bums 
Fleet  Financial 
Flowers  Industries 
Sonat 

Ralston  Purina 

177  14.8  -10.5 

178  14.8  22.1 

179  14.7  17.7 

180  14.7  -34.8 

181  14.6  17.5 

240       14.6  -0.4 
211       15.6  10.3 
264       14.1  3.6 
299       12.9  -8.7 
829        0.9  17.8 

Potomac  Electric 
Springs  Industries 
Kansas  Power  &  Light 
Ryder  System 
Pioneer 

240        11.8  9.4 
240        11.8  -62.7 
242        11.8  -11.4 
242         118  -110 
244        11.7  -51.1 

431      10.2  io.; 
764        2.8  -6.J 
40      33.3  -11.: 

370     115     -l : 

952      -5.7  5« 

May  Dept  Stores 
Questar 

Sanders  Associates 
Bristol-Myers 
Cluett,  Peabody 

182  14.6  9.3 

183  14.3  -11.8 

184  14.3  -14.7 

185  14.3  12.5 
185        14.3  -42.7 

449        9.8  10.2 
234       14.7  0.6 
41       33.2  18.7 
536        8.3  5.1 
624        6.3  3.5 

Wisconsin  P&.L 
Rockwell  Intl 
Roadway  Services 
Federal  Co 
Rykoff-Sexton 

245-       11.7  17.0 

246  11.7  23.1 

247  11.5  -13.9 

248  11.5  -16.2 

249  11.4  17.2 

432       10.2  -!.<■ 
568         7.7  21.< 
680        5.1  9.J 
571        7.6  -5.S 
306       12.7  26.f 

Torchmark 
Automatic  Data 
Commonwealth  Energy 

187  14.2  35.6 

188  14.0  16.4 
188        14.0  -13.4 

76       26.4  0.0 
143       18.9  15.3 
371       11.4  -3.6 

Ruddick 

Kansas  City  Southern 
Equifax 

250  11.4  -12.8 

251  11.4  52.1 

252  11.2  1.2 

469        9.4  20.S 
381       11.2  li 
533        8.3       11 j 

P-D:  Profit  to  deficit.    ^Four-year  growth. 

214 


FORBES,  JANUARY  13,  1986 


How  do  we  say  Conrail 
is  a  great  transportation  company 
without  blowing  our  own  horn? 

We  let  our  toughest  critics— customers  and 
transportation  professionals— do  the  talking  for  us. 


Conrail  was  voted  best  rail  carrier 
America— and  eighth  best  freight 
;ansportation  company— in  Distri- 
bution Magazines  1984  poll  of  traffic 
nd  transportation  managers.  A 
f)85  poll  reconfirmed  Conrail's  stat- 
ure—we're  among  the  best  again. 

In  the  past  six  years  our  price  and 
irvice  packages  for  shippers  have 
'on  five  major  awards  for  most  in- 
novative marketing  in  the  railroad 
adustry  in  Modern  Railroads 
Magazine's  Golden  Freight  Car 
Dmpetition. 

'  We're  proud  of  this  recognition, 
lit  the  proof  of  our  performance  is 
hat  our  customers  say 

"Conrail 
I  moved  us  into  the  coveted 
lew  York-New  Jersey  market." 

—William  F.  Galloway,  Jr., 
Assistant  Director  for 
istribution  Operations,  ICI  Americas,  Inc. 

Several  years  ago,  ICI  Americas 
|)uld  only  truck  specialty  petro- 
lemicals  on  a  limited  basis  into 
zw  York  and  New  Jersey  from  its 
■ayport,  Texas  plant.  After  analyz- 
ig  ICIAs  needs,  Conrail  suggested 
at  ICIA  convert  to  Flexi-FIo.  Now 
IIA  stores  its  products  in  railcars  at 
pnrail's  Jersey  City  NJ  terminal  and 
:tively  serves  the  New  York-New 
:rsey  market.  Bonus:  since  some 
ilcars  are  compartmentalized,  ICIA 
in  ship  two  different  petrochemi- 
ils  per  car! 


"Conrail  offered  us 
Park  Place  service  at 
Mediterranean  Avenue  prices." 

— JeffKIine,  Director  of  Distribution, 
Parker  Brothers. 

When  Parker  Brothers  expanded 
its  games  and  toy  distribution  opera- 
tion in  Salem,  Massachusetts,  it 
needed  a  price  and  service  package 
to  help  improve  its  profit  margin. 
Said  Richard  Meier,  Transportation 
Manager,  "By  careful  analysis, 
Conrail,  in  cooperation  with  Bay 
State  Shippers,  created  an  inter- 
modal  package  that  underbid  several 
trucking  companies." 

"Intermodal  trains 
help  us  lower  the  high  cost 
of  shipping." 

—Frank  R.  Breslin,  Transportation  Director, 

Scott  Paper. 

Before  deregulation,  Conrail 
couldn't  compete  against  trucks  for 
Scott's  business.  Now  Conrail  goes 
head-to-head  with  anybody  Says  Mr. 
Breslin-.  "Conrail  evaluated  our  needs 
and  developed  programs  utilizing 
specialized  equipment,  backhaul 
prices,  and  intermodal  options  to 
lower  our  transportation  costs  and 
improve  service  reliability" 


"We  switched  to  Conrail 
because  of  improved  rail 
service— and  Conrail  solved  our 
warehousing  problem  too." 

—Jacob  Van  Eck, 
Manager,  Customer  Services, 
Corn  Syrup  Division,  American  Maize. 

American  Maize,  which  produces 
sweeteners  from  com  for  soft  drinks, 
ice  cream,  and  candy,  now  stores 
corn  syrup  in  railcars  at  Conrail's  Bal- 
timore and  Philadelphia  Flexi-FIo 
terminals.  Whenever  local  cus- 
tomers place  an  order,  American 
Maize  can  fill  it  immediately— in- 
stead of  having  to  haul  the  syrup  by 
truck  from  700  miles  away 

Will  Conrail 
ever  be  satisfied? 

We  don't  rest  on  achievements. 
That's  not  how  Conrail  people  turned 
a  $400  million  loser  into  a  $500  mil- 
lion winner. 

We've  spent  billions  of  dollars  re- 
building and  modernizing  our  rail 
system,  making  our  service  among 
the  best  in  freight  transportation. 

We  will  continue  to  give  our 
customers  the  best  price  and  ser- 
vice packages  they  can  get— and 
make  a  good  profit  doing  so.  That's 
the  way  you  stay  a  winner.  Bet  on  it. 
We  will. 


CON  RAIL 


Who's  where  in  growth 


Company 

Earnings  per  share 

£  usii    latpfit  19 
3  year  idnai  l<l 

rank    average  months 

Sales 

5-year  latest  12 
rank    average  months 

Company 

Earnings  per  share 

5-year  latest  12 
rank    average  months 

Sales 

5-year  lates 
rank    average  mon 

Citicorp 

Mil-Ill  r  '  .  • 

United  States  Shoe 

Wai.li  j  »1  C  ■  i  in  f  i'lS  I  iplit 

First  Fidelity  Bncp 

253       11.2%  21.4% 
254'     11.1*1  11.3 

255  11.0  -3.5 

256  1  i  .0  -6.8 

257  11.0  0.6 

389       11.1%    13  1% 
643        5.8  12.4 
269       13.8  14.5 
174       17.2  -10.8 
61       29.0  8.8 

Entex 

Wisconsin  Public  Svc 
Amdahl 
Transco  Energy 
Intel 

315         9.2%  -43.9% 

317  9.2  -3.7 

318  9.2  -15.0 
318         9.2  -81.3 
320        9.2  -82.3 

270       13.8%  -9. 
352       11.7  -2. 
110      21.7  7. 
173       17.2  -A. 
183       16.8  -5. 

Life  Investors 
Bankers  Trust  NY 
NCNB 

Cleveland  Electric 
Cincinnati  Financial 

258  11.0  11.9 

259  10.9  13.1 

260  10.8  15.3 

261  10.7  -1.7 

262  10.7  1.2 

92       23.7       1  7.3 
496        8.9  6.1 
107       22.2  12.7 
499        8.9  3.7 
415       10.4  20.0 

Brown  Group 
Dayton-Hudson 
Delmarva  Power  &  Lt 
Maytag 

Niagara  Mohawk  Power 

321  9.2  -52.0 

322  9.1  10.3 

323  9.1  1.9 

324  9.1  14.4 
324        9.1  -10.7 

605        6.7  -7. 
140       19.0  12. 
455        9.7  2. 
279       13.6  7. 
289       13.1  -2. 

Laclede  Gas 
McLean  Industries 
Republic  New  York 
IP  Morgan 
Borden 

263  10.7  -3.3 

264  10.6**  P-D 

265  10.6  3.6 

266  10.6  39.2 

267  10.6  5.2 

286       13.2  -8.5 
331       12.1  24.5 
141       19.0  14.9 
448        9.9  6.3 
852        0.0  0.5 

Maryland  National 
Kentucky  Utilities 
Hartford  National 
Farmers  Group 
Pitney  Bowes 

326  9.1  35.8 

327  9.0  -7.8 

328  9.0  10.7 

329  9.0  12.7 
329         9.0  9.2 

221       15.1  23. 
429       10.2  1. 
102      22.5  29. 
198       16.1  10. 
427       10.2  5. 

West  Point-Pepperell 

Wetterau 

Jerrico 

K  mart 

Jostens 

267       10.6  -49.1 

269  10.5  23.9 

270  10.5  10.6 
270       10.5  -23.2 
272       10.5  6.0 

744        3.4  -9.7 
119      20.3  11.2 
314       12.4  5.0 
443       10.0  13.4 
386       11.2  16.6 

Knight-Ridder 
Kelly  Services 
Eli  Lilly 

Diversified  Energies 
Longs  Drug  Stores 

331  9.0  6.3 

332  9.0  23.7 

333  8.9  8.6 

334  8.9  -63.4 

335  8.9  7.8 

407       10.8  6. 
309       12.5  21. 
604        6.7  4. 
158       17.7  -0. 
345       11.8  13. 

Wyman-Gordon 
Baltimore  G&E 
Chemical  New  York 
Culbro 

Allegheny  Power 

273  10.4  -46.4 

274  10.4  -7.3 

275  10.4  21.6 

276  10.4^:  -20.6 

277  10.3  -6.3 

923       -3.8  -1.0 
376       11.3  -0.6 
452        9.7  2.4 
148       18.6  -1.5 
355       11.7  4.8 

Olin 

So  New  England  Tel 
Dover 

Business  Men's  Assur 
Illinois  Power 

336  8.9  P-D 

337  8.8  -6.5 

338  8.8  -5.4 

339  8.7  23.6 

340  8.6  -12.8 

787        2.3  -9. 
355       11.7  4. 
351       11.7  21. 
495        8.9  1. 
344       11.9  -7. 

First  Tennessee  Natl 
Geico 

Southern  Calif  Edison 
Midlantic  Banks 
ConAgra 

277       10.3  20.3 
279       10.3  -13.9 
279       10.3  2.5 

281  10.3  15.7 

282  10.2  53.6 

244       14.5  11.1 
590        7.1  20.4 
363       11.6  8.5 
109      21.8  22.5 
31      38.6  39.3 

Capital  Holding 

Monsanto 

GTE 

Armstrong  Rubber 
Meridian  Bancorp 

341  8.6  2.2 

342  8.6  -34.9 

343  8.5  -5.7 

344  8.514  -41-8 

345  8.5  31.7 

48       31.3  14. 
835        0.5  -3. 
541        8.2  8. 
363       11.6  15. 
250       14.4  38. 

General  Electric 

Gannett 

Motorola 

KeyCorp 

Jefferson-Pilot 

282       10.2  5.4 

284  10.2  17.9 

285  10.1  -61.0 

286  10.1  22.7 

287  10.1  51.6 

735        3.7  0.5 
311       12.5  15.7 
253       14.4  3.1 
85      24.4  38.4 
688        4.9  6.6 

Federated  Dept  Stores 
Pacific  G&E 
Campbell  Soup 
BayBanks 

Central  &  South  West 

346  8.5  11.0 

347  8.4  12.9 

348  8.4  3.2 

349  8.3  29.1 

350  8.3  1.1 

404       10.8  8. 
384       11.2  15. 
454        9.7  9, 
192       16.4  10. 
243       14.6  -1. 

Shawmut 
Texas  Utilities 
Bank  of  New  England 
Allied  Stores 
Iowa-Illinois  G&E 

288       10.0  19.6 
288       10.0  0.5 

290  10.0  -6.1 

291  9.9  25.5 

292  9.9  7.4 

127  19.7  8.4 
169       17.4  6.4 

128  19.7  9.3 
272       13.8  5.7 
393       11.0  -3.7 

Universal  Foods 
Toledo  Edison 
MCorp 

Winn-Dixie  Stores 
S  carta 

351  8.2  46.8 

352  8.2  30.6 

353  8.1  -14.5 

354  8.1  -8.1 

355  8.0  -6.3 

562         7.7  14. 
525        8.4  36. 

57      29.6  66. 
522        8.5  7. 
209       15.6  3. 

Pillsbury 
Security  Pacific 
Del  E  Webb 
Media  General 
Holiday 

293  9.9  12.2 

294  9.9  12.5 
294        9.9  29.3 

296  9.8  -11.8 

297  9.8  36.3 

352       11.7  14.3 
244       14.5  6.5 
928       -4.2  -32.3 
238       14.6  5.7 
615        6.5  5.4 

Ohio  Edison 
TECO  Energy 
Florida  Progress 
Provident  Life  &  Acc 
Emerson  Electric 

356  7.9  -5.1 

357  7.8  -4.4 

358  7.8  26.3 

359  7.8  7.9 

360  7.8  6.5 

397       11.0  6. 
467        9.5  19. 
446        9.9  13. 
586        7.3  21. 
539        8.2  11. 

Stanadyne 
Times  Mirror 
Hillenbrand  Inds 
United  Illuminating 
Universal  Leaf 

298  9.8  -18.0 

299  9.6  13.1 

300  9.6  -3.2 

301  9.6  6.8 
301        9.6  "4.8 

830        0.6  0.7 
412       10.6  5.0 
434       10.1  6.2 
408       10.7  0.5 
800        1.9  12.9 

Scott  &  Fetzer 
Alexander  &  Baldwin 
Libbey-Owens-Ford 
M/A-Com 

Burlington  Northern 

360         7.8  -5.9 

362  7.7  24.6 

363  7.7  0.7 

364  7.6  2.2 

365  7.6  7.9 

862      -0.3  -1. 
693        4.8  6. 
673        5.2  12. 
32      38.1  9. 
186       16.7  7. 

Public  Service  Colo 

Emhart 

PacifiCorp 

Kellogg 

Schlumberger 

303  9.5  -6.0 

304  9.5  -12.4 
304    .     9.5  -4.5 

306  9.5  34.0 

307  9.4  -10.7 

270       13.8  -0.3 
819         1.3  -2.9 
172       17.3  12.8 
635        6.0  12.8 
490    ,     9.0  6.2 

Westinghouse 
Manufacturers  Natl 
Squibb 
Amoco 

Philadelphia  Electric 

366  7.4  13.8 

367  7.4  26.5 
367         7.4  12.9 

369  7.3  1.1 

370  7.3  -2.7 

630        6.1  4. 
556        7.8  4. 
705        4.6  7. 
645        5.7  -3. 
358       11.7  2. 

Procter  &  Gamble 
Norstar  Bancorp 
Johnson  Controls 
National  Service 
SCOA  Industries 

308  9.4  -21.8 

309  9.4  5.4 

310  9.3  1.9 

311  9.3  10.0 
311        9.3  9.8 

627        6.2  3.9 
37      35.7  32.1 
543        8.1  25.4 
566        7.7  11.0 
418       10.4  5.1 

NCR 

Harvey  Hubbell 
Marine  Midland  Banks 
Johnson  &  Johnson 
Genuine  Parts 

371  7.3  -3.8 

372  7.2  11.6 

373  7.2  -3.5 

374  7.1  30.0 

375  7.1  7.9 

652        5.6  5. 
728        3.9  8. 
414       10.5  -2. 
573         7.6  4. 
330       12.2  1. 

SmithKIine  Beckman 

Goodyear 

AMP 

313  9.3  4.2 

314  9.3  2.8 

315  9.2  -39.1 

156       17.8  7.8 
719        4.2  -5.8 
378       11.3  -9.0 

Todd  Shipyards 
Atlanta  Gas  Light 
Louisville  G&E 

375         7.1  -62.1 
377        7.0  -19.1 
377        7.0  2.4 

837        0.4  -30. 
170       17.4  -5. 
292       13.1  i. 

P-D:  Profit  ;o  deficit.    +Four-year  growth.    ttThree-year  growth. 
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Governor  Rafael  Hernandez-Colon,  San  Ju 


to  Rico. 


PuertoRico. 
Now  the  door's 
open  even  wider 

for  American 
business. 


ISfiany  mid-sized  and  large  U.S.  firms  have 
recently  expanded  or  announced  expansions  in 
Puerto  Rico.  Among  them,  such  Fortune  500  and 
other  leading  names  as  Emerson  Electric. 
American  Hospital  Supply,  Playtex.  Paradyne, 
Cooper  \  ision,  and  Upjohn. 

"This  office  is  committed  to  the  same  compre- 
hensive tax-incentive  policies  and  infrastructure 
buildup  that  have  attracted  companies  to  Puerto 
Rico  for  40  years.  And  now  we're  implementing  an 
'outreach'  program  linking  our  highly  skilled  work- 
force with  the  lower-cost  labor  production  of  our 
Caribbean  neighbors.  It's  all  part  of  the  expanded 
promise  Puerto  Rico  offers— and  we're  delivering." 

A  secure  investment  climate  where  average 
profits  run  way  above  average. 

•  No  U.S.  corporate  income  tax  on  earnings  in 
Puerto  Rico. 

•  Local  tax  exemptions  start  at  90%  of  industrial 
development  income. 

A  proud  workforce  that  delivers  high  skills, 
loyalty,  and  an  extraordinary  return  on  every 
payroll  dollar. 

•  Specialized  training  provided  for  traditional 
and  high-tech  production. 

•  Lower  absenteeism  and  turnover  than 
U.S.  mainland. 

•  Double  the  output  per  dollar  of  production 
wages  over  U.S.  average. 

•  Management  at  top  levels  is  94%  Puerto  Rican. 

Also  important: 

•  No  quotas,  no  duties,  to  $3.8  trillion  U.S.  market. 

•  Modern  highways,  port  facilities,  international 
airport,  U.S.  communications  and  postal  systems. 

•  VA  hours  to  New  York,  214  to  Miami, 

1  hour  to  Caracas,  Venezuela,  and  about  four 
sailing  days  to  U.S.  Atlantic  and  Gulf  coasts 
from  Port  of  San  Juan. 

"Find  out  why  so  many  corporate  leaders  come  to 
Puerto  Rico,  to  stay.  Send  in  the  coupon  on  this  page 
or  call  us  toll-free  at  1-800-223-0699. 
Then,  I  invite  you  to 
come  for  a  visit.  Our 
doors  are  always  open.' 


For  more  information,  please  complete  and  send 
in  this  coupon.  Or  call  today  1-800-223-0699. 


NAME  &  TITLE. 

COMPANY  

ADDRESS  

cm'  


-ZII'_ 


TELEPHONE  (  )  

PRODUCT  or  SERVICE  

□  current  expansion  project 


□  future  expansion  planning 


Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
1290  Avenue  of  the  Americas 
New  York,  N.Y.  10104-0092  pm  13 

PuertoRic6 

The  climate  is  right. 


Who's  where  in  growth 

Company 

Earnings  per  share 

5-year  latest  12 
rank    average  months 

Sales 

5-year  latest  12 
rank    average  months 

Company 

Earnings  per  share 

5-year  latest  12 
rank    average  months 

Sales 

5-year  latest 
rank    average  mont 

Brooklyn  Union  Gas 
Sonoco  Products 
Masco 

American  Intl  Group 
Rainier  Bancorp 

379         7.0%  7.7% 
379         7.0  15.8 

381  7.0  1.4 

382  6.9  -25.4 

383  6.8  3.6 

185       16.8%  -0.8% 
374       11.4.  13.8 
552        7.9  -15.4 
288       13.2  21.9 
433       10.1  3.7 

Unocal 

First  Bank  System 
Worthington  Inds 
Ipalco  Enterprises 
Iowa  Resources 

442  4.6%  -2.9% 

443  4.6  40.1 

444  4.6  14.9 

A  AC                A  £.  11C 

44b            4.o  —11.3 
446          4.5  -21.0 

674        5.2%  2.6 
201       16.1  9.4 
216       15.4  Hi 
595        7.0  1.1 
283       13.3  -5.C 

American  Family 
USAir  Group 
Gillette 

Dominion  Resources 
Orange  &  Rockland 

384  6.8  23.7 

385  6.7  -20.7 

386  6.7  -0.6 

387  6.6  1.4 
387         6.6  -5.3 

162       17.5  12.8 
191       16.4  8.7 
814         1.4  2.8 

r  1 3              Q  A              T  A 

523          0.4  LA 

307       12.7  -3.8 

Digital  Equipment 
Sterling  Drug 
Dennison  Mfg 
Continental  Telecom 
Beatrice 

447  4.5  -21.9 

448  4.5  5.6 

449  4.4  -21.1 

AC.fi               A  A              1A  7. 
*OU            4.**  Z4.o 

451          4.3  4.4 

86      24.3  12.5 
727        3.9  -3.C 
521        8.5  -2.8 

1 0T           1  A.  0  AC 

602        6.8  26.( 

Coca-Cola 
Warnaco 
Duke  Power 
United  Technologies 
Centex 

389  6.6  8.4 

390  6.5  -27.2 

391  6.4  -3.1 

392  6.4  -58.6 

393  6.4  -7.6 

584        7.3  6.0 
726        3.9  9.6 
300       12.9  9.1 

it/             1  C\  A                A  1 

416        1U.4  —4.J 
741        3.5  5.9 

Huntington  Bcshs 
First  Wisconsin 
Carson  Pirie  Scott 
Texas  American  Bcshs 
Std  Commercial  Tob 

451          4.3  20.2 

453  4.3  19.8 

454  4.2  132.5 

A  EC                A    1  TIC 
433                4.1            — Zl.D 

456          4.0  -23.0 

100      22.7  4.5 
699        4.6  4.1 
131       19.6  23.2 

i  i  i         io>i  or 
134         ly.4  o.S 

691         4.8  9.6 

Society 

American  Natl  Ins 
Borg-Warner 
Pioneer  Hi-Bred  Intl 
Public  Service  E&G 

394  6.4  6.5 

395  6.2  -7.5 
395         6.2  -15.4 

397  6.2  47.9 

398  6.2  -2.5 

231       14.8  60.0 
721        4.2  4.2 
528        8.4  0.8 

11/              t  A  C             1  A  7 

246        14.3  14./ 
385       11.2  2.4 

Piedmont  Aviation 
Mercantile  Bancorp 
Detroit  Edison 
AZr  Oroup 
Rorer  Group 

457  3.9  7.0 

458  3.9  4.7 

459  3.8  3.2 

A  i~t\               17  no 

40U          6.1  u.y 

460  3.7  -1.9 

64      28.0  21.2 
553         7.9  9.4 
549        8.0  12.4 
457        9.6  17.7 
248       14.4  7.2 

CilCorp 
Carlisle  Corp 
MidCon 

Central  Hudson  G&E 
RepublicBank 

399  6.1  -8.2 

400  6.1  -1.8 

401  6.1  P-D 

At\f\                           £.    f\  11 

402  6.0  -1.1 
402         6.0  23.2 

488        9.0  -9.4 
565        7.7  0.1 
212       15.5  -2.2 
250        14.4  -2.5 
193       16.3  3.6 

Jack  Eckerd 
Consolidated  Papers 
Purolator  Courier 
Boston  Edison 
Rollins 

462  3.7  P-D 

463  3.6  43.8 

464  3.5  P-D 

4o3            o,3  IU.O 

466         3.5*  10.9 

237       14.7  -4.4 
579         7.4  7.3 
437       10.1  1.5 
375       11.3  —4.1 
825        1.0*  9.4 

Safeway  Stores 
Wm  Wrigley  Jr 
Morrison-Knudsen 
North  Amer  Philips 
Nash  Finch 

404  5.9  28.8 

405  5.9  8.5 

406  5.8  2.2 
406         5.8  -23.9 
408         5.8  1.3 

582        7.3  2.6 
777        2.5  2.9 
542        8.1  -0.7 
326       12.3  2.9 
615        6.5  8.7 

Owens-Corning 
Irving  Bank 
Intl  Multifoods 
Pentair 

Manufacturers  Hanover 

467  3.5  5.2 

468  3.4  9.4 

469  3.4  15.3 

a  7t\               1  A                 1  c\ 

470  3.4  —3.9 

471  3.3  15.6 

636        5.9  3.1 
558        7.8  -0.S 
782        2.4  14.2 
Hi        21.0  8.1 
266       14.0  9.7 

Illinois  Tool  Works 
FPL  Group 
Dart  &  Kraft 
Centel 

Atlantic  City  Electric 

409  5.7  2.7 

410  5.7  34.8 

411  5.6  8.4 

412  5.6  5.8 

413  5.5  -13.7 

559        7.7  4.2 
268       14.0  9.3 
807         1.7  -0.8 

">  r\  »               llT                  i  —t 

304       12.7  -1.7 
283       13.3  7.6 

Amer  Broadcasting 
Central  Maine  Power 
Avnet 

PPG  Industries 
Teledyne 

472  3.1  -9.1 

473  3.1  -97.7 

474  3.1  -58.7 
474         3.1  2.5 
474         3.1  33.6 

355       11.7  -9.7 
302       12.9  2.1 
658        5.5  -15.S 
634        6.0  3.S 
742        3.5  -3.4 

Old  Republic  Intl 
Chesebrough-Pond's 
Middle  South  Utils 
Armstrong  World  Inds 
Cull  urn  Cos 

413         5.5  -11.1 

415  5.5  -3.2 

416  5.4  -7.9 

417  5.4  15.1 
417          5.4  24.6 

639        5.9  71.9 
505        8.8  38.6 
422       10.3  1.6 
763        2.9  6.0 
470        9.4  -12.8 

Combined  Intl 

Comerica 

InterNorth 

Exxon 

Dexter 

477         3.0  17.7 
477         3.0  3.8 

479  3.0  -16.7 

480  2.9  -15.1 

481  2.9  -3.3 

225       15.0  6.2 
179       16.9  8.S 
101       22.6  80.2 
838        0.4  -4.6 
682        5.0  1.4 

Litton  Industries 
NY  State  E&G 
Tecumseh  Products 
Central  III  Pub  Svc 
Dayton  Power  &  Lt 

419  5.4  -0.7 

420  5  3  -4.4 

421  5.3  -15.7 

422  5.2  —4.7 

423  5.1  11.5 

769        2.6  -0.3 
252       14.4  12.2 
830        0.6  -6.7 
392       11.0  0.7 
318       12.4  -1.6 

Wicor 

AmeriTrust 

Zapata 

Archer-Daniels 
Figgie  Intl 

482  2.8  -26.6 

483  2.8  15.5 

484  2.8  -91.6 

485  2.7  60.2 

486  2.7  27.2 

155       17.9  -2.2 
716        4.2  lO.i 
950      -5.7  -9.1 
209       15.6  5.1 
869      -0.7  8.5 

Snap-on  Tools 
Duquesne  Light 
Ethyl 
Merck 

NBD  Bancorp 

423         5.1  3.5 
425         5.1  -5.2 
425          5.1  3.1 
425         5.1  10.9 
428         5.1  25.8 

618        6.5  12.0 
637        5.9  2.0 
852        0.0  -10.6 
570        7.6  2.8 
484        9.1  14.8 

Consol  Freight  ways 
Quaker  Oats 
USG 

American  Cyanamid 
Air  Prods  &  Chems 

487  2.7  15.9 

488  2.6  16.4 

489  2.5  20.6 

490  2.3  -22.7 

491  2.3  4.4 

882      -1.7  16.1 
510        8.7  1.5 
609        6.6  16.7 
764        2.8  -4.8 
623        6.3  5.4 

National  City 
Witco 
Alltel 
Pittway 
WW  Grainger 

429  5.0  22.6 

430  5.0  -9.1 

431  4.8  10.2 
431          4.8  -3.2 
433          4.8  7.0 

280       13.4  78.8 
545        8.0  -0.9 
339       11.9  7.6 
368       11.5  10.2 
625        6.3  7.6 

Intl  Flavors  &  Frags 
Tyler 

Hawaiian  Electric 
Riggs  National 
Northrop 

492          2.2  -1.6 
492         2.2  -38.4 

494  2.2  -4.9 

495  2.2  17.4 

496  2.2  59.2 

781         2.4  1.6 

261  14.1  -18.8 

262  14.1  -1.3 
254       14.3  6.8 
118      20.3  35.1 

Public  Service  NH 
Carolina  Power  &  Lt 
Gulf  States  Utilities 
Household  Intl 
Mellon  Bank 

433         4.8  -17.4 

435  4.7  8.5 

436  4.7  -3.5 

**30                *+.  f  — 'f.O 

436         4.7  15.9 

380       11.2  -1.2 
228       15.0  4.7 
323       12.3  18.5 

AQt               Q   1                C  1 

4oo       y.i  3.0 
126       19.8  9.8 

DWG 

American  Brands 
Peoples  Energy 
Cincinnati  G&E 
Ex-Cell-O 

497  •        2. 1  P-D 

498  2.1  -1.0 

499  2.1  13.5 

Ci\f\                  T  O  ICC 

500  2.0          Id. 3 
500         2.0  9.0 

124       19.8  68.6 
766        2.8  0.2 
519        8.5  -2.8 

517            iin              1  C 

S57         12. U  —2.3 

809        1.6  3.1 

Interpublic  Group 
Long  Island  Lighting 
Wells  Fargo 

439  4.7  -0.7 

440  4.7  23.3 

441  4.7  23.9 

358       11.7  4.0 
309       12.5  5.4 
485        9.0  4.1 

Alco  Standard 
American  Express 
Southeast  Banking 

502  2.0  -18.6 

503  1.8  61.5 
503         1.8  -5.2 

397       11.0  12.7 
108      21.9  22.1 
188       16.7  8.9 

P-D:  Profit  to  deficit.    ^Four-year  growth. 
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International 
trade  financing  makes  us 


tick. 


At  BFCE  we  specialize  in  one  major  field-international 
trade  financing-and  it  gives  us  an  edge. 

For  example,  when  you  need  a  fast  answer  on  a  loan- 
be  it  a  short,  medium  or  long-term  requirement-in  one  of 
the  world's  dozen  or  so  major  currencies,  you  can  bank  on 
our  getting  back  to  you  with  a  fast  proposal.  The  same  is 
true  in  other  complex  areas  such  as  countertrade  operations. 

And  it's  even  more  true  for  interest  rate  swaps, 
currency  swaps  or  foreign  exchange  options.  For  the 
excellent  reason  that  our  treasury  teams  are  active  in  the 
interbank  and  foreign  exchange  markets-in 
New  York,  London,  Paris  and  Singapore- 
right  round  the  clock. 

Several  thousand  companies, 
including  commodity  traders,  are 
successfully  operating  with  France  and 
worldwide  with  credit-and  know-how- 
supplied  by  BFCE. 

Because  their  international 
competitors  can  be  relied  upon  to  keep 
them  on  the  hop,  these  clients  have 
to  be  ready  to  move  fast. 
So  do  we. 


That's  why  we  can 
beat  the  clock. 


>  AN  que  Francaise  du  Commerce  Exterieur  :  London  1,  Angel  Court  EC2R  7HU  -  New  York  (Houston  -S  an  Francisco)  645  Fifth  Avenue  N.Y.  10022  -  Milan  5,  VIA  Morigi 
0123  -  Singapore35  01  ShellTower50  Raffles  Place  0104  -  Head  Office:  21,  boulevard  Haussmann  75427  ParisCedex09-  Branches:  26i  ocationsin  France-  Representative 
)ffices:  Abidjan,  Bangkok,  Cairo,  Caracas,  Hongkong,  Jakarta,  Melbourne,  MexicoCity,  New  York,  Rome.  Sao  Paulo-  Overseas  Agents:  Bogota,  Bombay.Johannesburg, 
eking,  Taipei. 


VAN  KAMPEN  MERRITT 
U.S.  GOVERNMENT  FUND 
INC. 


Who's  where  in  growth 


11.43" 

Plus  the  safety  of  U.S.  government  and 
agency  securities,  monthly  distributions, 
distribution  reinvestment  at  no  charge, 
and  low  investment  minimums.  Plus  an 
exceptional  feature  concerning  quality. 

CalJ  1-800-633-2252,  Ext.  200.  TOLL  FREE. 

We'll  rush  a  prospectus  which  includes 
information  about  charges  and  expenses. 
Read  it  carefully  before  you  invest  or 
send  money.  Call  today,  day  or  night. 
Suitable  for  IRAs. 

"Current  return  is  determined  by  annualizing  the  monthly  dis- 
tributions paid  per  share  for  the  1  month  period  ending 
December  11,  1985,  and  dividing  the  result  by  the  ending 
maximum  public  offering  price  for  the  same  period  This  will 
vary  because  of  changes  in  the  Fund's  distributions  and 
offering  price  Shares  may  be  redeemed  at  more  or  less  than 
the  cost.  ®  denotes  a  registered  trademark  of  Van  Kampen 
Merritt  Inc. 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  212-620-2243 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$42  □  3  years  $84  (the  equivalent  of 
one  year  free).  Canadian  orders,  1  year 
$77C,  3  years  $173C.  Orders  for  other 
countries  add  $25  a  year  to  U.S.  rate.  By 
air  to  Europe,  add  $35. 

ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name      (please  print) 


New  Address 


City 


State 


Zip 


Date  of  address  change 


F-4826 


Company 

Earnings  per  share 

' 5-year  latest  12 
rank    average  months 

Sales 

5-year  latest  12 
rank     average  months 

Company 

First  Interstate 
Nalco  Chemical 
American  Electric 
Houston  Industries 
American  General 

505  1.8%  11.0% 

506  1.8  -4.2 

507  1.8  -12.3 

cao              17             1  2  £ 
Duo              1 .  /  J.O.D 

509          1.6  21.4 

338       11.9%  7.0% 
777        2.5  -5.2 
449        9.8  -0.5 

1  C I             lO  1               3  1 
1  j  1           lo.Z          —  J.  1 

104       22.3  11.3 

CSX 
Dana 
Oneok 
Murphy  Oil 
No  Indiana  Puh 

Stanley  Works 
Hilton  Hotels 
Standard  Oil  Ohio 
Mini1  Mining  &  Mfg 
Shaklee 

510  1.6  7.5 

511  1.6  32.6 

512  1.5  -5.8 
51  3         i  3          5  n 

jlj               1 -O             —  3.U 

514         1.3  -2.0 

710        4.4  6.9 
689        4.9  2.4 
629        6.1  5.9 

7            A  5            1  4 
1)1/  O.J 

550        8.0  -11.6 

George  A  Horm 
Safeco 
Square  D 
Hammermill  P; 
EF  Hutton  Groi 

Univar 
Burroughs 
KN  Energy 
Lincoln  National 
Utah  Power  &  Light 

515  1.2  -30.3 

516  1.2  -3.3 
516         1.2  -23.8 
51  s         in  _ n  7 

3 1  o                 1  .U                 U.  / 

519          1.0  -15.4 

744        3.4  3.2 
308       12.6  4.3 
530        8.4  -7.9 
^11  5         19  4          Q  1 
295       13.0  11.0 

Norfolk  Southe 
Montana  Powei 
CPC  Internatio 
T CX3S  Esstf rn 
EI  du  Pont 

Pacific  Lighting 

Ponderosa 

Westvaco 

Santa  Fe  Southern 

Emery  Air  Freight 

520  1.0  2.3 

521  0.9  -93.8 

522  0.8  -20.7 

j-j               U.o  —1.0 

524          0.8  -29.8 

208       15.7  9.1 

487  9.0  1.8 
644        5.8  -2.5 
735        3  7        n  ft 

488  9.0  10.3 

Central  Steel  &. 
Gordon  Jewelry 
Honeywell 
Edison  Bros  Sto 
MCA 

Federal-Mogul 
John  Blair  &  Co 
Petrie  Stores 
Bausch  &  Lomb 
TRW 

525  0.7  -4.0 

526  0.7  P-D 

527  0.6  18.6 

57R             flA             3ft  n 

529          0.6  -69.4 

704        4.6  1.2 
51       30.6  35.4 
258       14.2  50.9 
ft3^        n  5  171 

OJO              U.O        — 1Z.1 

685        4.9  2.4 

Farm  House  Fo< 
Crown  Cork  & 
PepsiCo 

k  iHHp 
IMUUC 

American  Distt 

Church's  Fried 
Pennsylvania  P&L 
US  Bancorp 
Federal  Paper  Board 
National  Gypsum 

530         0.5  27.5 
530         0.5  -11.0 
532          0.5  14.1 

jjj             U.o  — Oo.O 

534          0.4  23.8 

543        8.1  11.6 
316       12.4  16.8 
399       10.9  12.3 

55Q            7  7          15  7 

492        9.0  6.8 

CBS 

Scott  Paper 
Panhandle  East 
Columbia  Gas  1 
Adolph  Coors 

Lear  Siegler 

Gt  Northern  Nekoosa 

Boeing 

Tektronix 

Upjohn 

535  0.3  2.2 

536  0.3  -52.1 

537  0.3  -35.3 

Djo             U.U  — 4-U.O 

539         0.0  6.9 

646        5.7  11.6 
538        8.2  5.1 
695        4.8  30.4 

Al/*        in  i          i  c 
400  1U.1 

620        6.4  -6.5 

IC  Industries 

Schering-Ploug] 

Cabot 

First  Chicago 
Kimberly-Clark 

Kroger 
Engelhard 
Chase  Manhattan 
Union  Camp 
Vulcan  Materials 

540  0.0  27.5 

541  -0.2  0.6 

542  -0.2  28.6 

34  3  — U.Z         —  oo.o 

543  -0.2  -3.5 

325       12.3  5.8 
848        0.1  -4.8 
571        7.6  3.5 

^  C             T  ft 
OOl            D.J         — Z.O 

708        4.5  3.8 

Eagle-Picher  In< 
fim  Walter 
Williams  Cos 
Zurn  Industries 
Bemis 

Computer  Sciences 
MGM/UA  Entertainment 
Valley  National 
Lucky  Stores 
Carter  Hawley  Hale 

545        -0.3  54.3 
545        -0.3  P-D 
545       -0.3  33.6 

CAQ   n  3  ITS 

34o           —U.o  1Z.O 

549       -0.3  -50.0 

501         8.8  10.7 
29       39.4  -7.3 
274       13.7  10.6 

40Z           y.o  O.j 

461        9.6  -2.0 

Burlington  Inds 
McKesson 
Becton,  Dickin 
Greyhound 
ITT 

Puget  Sound  P&L 
Tribune 
Anixter  Bros 
Harcourt  Brace 
Moore  Corp 

550  -0.4  28.3 

551  -0.4  14.8 

552  -0.6  17.1 
jjj  — u.  /  zu.y 
554        -0.7  39.8 

189       16.6  9.4 
465        9.5  11.2 
178       16.9  8.9 

4ft1             Q  1           1A.  7 
4ol           y.i  ZO./ 

725        4.0  2.9 

Whittaker 
Perm  Traffic 
Palm  Beach 
Quaker  State  O 
Phillips  Petrole 

United  Telecom 

Arkla 

Hercules 

Pueblo  International 
Raychem 

555  -0.8  -10.8 

556  -0.9  -25.0 

557  -0.9  -23.3 
bi>/  — U.y        — zo.l 

559       -1.0  -7.9 

455        9.7       16.5  - 
442       10.0  -16.9 
813         1.5  -1.2 

366       11.5  9.3 

Nucor 

Merrill  Lynch 
Ceco  Industries 
Skyline 

Colgate-Palmol 

Raytheon 
Insilco 

Tyco  Laboratories 
Monarch  Capital 
General  Signal 

559       -1.0        63.9  • 

561  -1.1  -11.1 

562  -1.1  -6.0 

563  -11  -113 

JUJ             —  1.1            — 11  .o 

564  -1.2  -2.2 

518        8.5  1.0 
706        4.5  6.6 
83       24.5  -4.9 
66        78  0        37  3 
711        4.4  2.2 

Tenneco 
American  Maiz 
Phibro-Salomor 

P  a  r  It  f»  r  -  Vf  a  n  n  i  fi  l 

Travelers 

Bowater 
Interlake 
Perkin-Elmer 

565  -1.3  24.2 

566  -1.3  -23.1 

567  -1.5  5.4 

663        5.5  -0.6 
958       -6.4  -13.3 
594        7.0  7.8 

Halliburton 
Textron 
Union  Pacific 

P-D:  Profit  to  deficit. 
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tilings  pet  share 
5-ye3t  latest  12 
average  months 

Sales 

5-year  latest  12 
rank    average  months 

-1.6%  -19.5% 
-1.6  2.5 
-1.7  -19.1 
-1.8  -13.7 
-1.8  -42.2 

423       10.3%  -5.1% 
702        4.6  6.0 
428       10.2  -10.2 
606        6.7  1.8 
379       11.3  -7.2 

-1.8  -6.7 
-1.9  -24.1 
-1.9  -15.4 
-2.0  -34.8 
-2.1  49.3 

823         1.0  2.4 
532         8.4  18.4 
520        8.5  2.2 
389       11.1  0.5 
65      28.0  29.1 

-2.1  2.8 
1      -2.3  3.1 
1      -2.3  5.7 
-2.5  22.9 
-2.6  -37.8 

783        2.3  2.8 
639        5.9  10.3 
794        2.0  -1.9 
260       14.2  -3.6 
71       27.2  -6.0 

-2.7  -11.7 
-2.7  -69.1 
-2.7  -36.6 
-2.7  -50.6 
-2.7  14.4 

906       -2.7  -3.5 
667        5.4  -1.0 
600        6.9  5.7 
652        5.6  -22.2 
631         6.1  27.2 

-2.8  50.0 
-2.8  36.7 
-3.0  171.7 
-3.1  3.8 
-3.1  3.9 

255       14.3  -44.9 
875       -1.3  6.3 
499        8.9  -6.1 
889       -1.8  5.0 
479        9.3  7.8 

-3.1  -98.0 
-3.2  20.2 
-34  -22.0 
-3.5  P-D 
-3.9  -10.3 

678        5.1  -4.0 
578         7.4  16.4 
421       10.3  -11.6 
411       10.6  -17.9 
537        8.2  11.3 

-3.9  -33.8 
-4.0  6.4 
-4.2  P-D 
-4.2  135.3 
-4.3  25.4 

832        0.6  12.9 
714        4.3  1.4 
576        7.5  -19.7 
513         8.7  4.3 
470        9.4  11.5 

-4.4  -1.5 
-4.4  14.8 
-4.5  -73.1 
-4.5  13.1 
-4.6  38.4 

823        1.0  -1.3 
779        2.4  1.5 
491        9.0  -17.6 
866      -0.5  10.0 
756        3.0  2.4 

-4.8  -79.8 
-4.9  0.5 
-5.0  38.6 
-5.0  21.4 
-5.1  -9.7 

784        2.3  -11.6 
720        4.2  20.5 
611        6.6  1.5 
992     -16.2  21.8 
961       -6.9  -14.2 

-5.2  -41.9 
-5.2  -5.7 
-5.3  -84.7 
-5.3  -10.7 
-5.5  -38.5 

657        5.5  -22.2 
568         7.7  -2.7 
618        6.5  -12.6 
683        5.0  3.4 
534        8.3  1.6 

-5.5  46.3 
-5.5       500.0  + 
-5.6  17.4 
-5.6  14.3 
-5.7  -73.8 

588        7.1  16.1 
93       23.6  14.0 
667         5.4  9.3 
911       -2.8  -14.6 
833        0.6  -6.8 

-5.9  -42.7 
-5.9  -89.0 
-5.9  -39.1 
-5.9  -2.0 
-6.2  -22.2 

690        4.8  1.0 
846        0.1  13.1 
406       10.8  -8.2 
607         6.6  8.1 
372       11.4  11.6 

-6.3  -87.7 
-6.4  84.5 
-6.6  47.5 

931       -4.3  -8.9 
894       -2.1  80.7 
224       15.0  -2.6 

•  Relax 
•  Lose  weight 
•  Stop  smoking 
•  Relieve  insomnia 
•  Eliminate  harmful  stress  that 
can  cause  headaches,  ulcers, 
high  blood  pressure  and  other 
stress  related  problems 
•  Currently  used  by: 

Americana  Hotels 


ST.  LUKE'S 
HEART  INSTITUTE 


FREE  SAMPLE  AVAILABLE 

to  Corporate  Office  or  Advertising/Marketing 
Executive.  Send  Business  Card  To: 

I  NOT  FOR  RETAIL  SALE 


t  ■  VI 

ap»fc< 


75  Andrew  Street  •  Newton,  MA  02161 

617-332-3532 


Introducing  the 

T.Rowe  Price  GNMA  Fund 


Get  high  yields  plus  government-guaranteed  securities 

This  Fund  offers  higher  yields  than  Treasuries,  high-grade  corporate 
bonds,  and  most  bank  products.  And,  it  gives  you  added  protection 
by  investing  only  in  securities  that  are  all  guaranteed  by  the  full  faith 
and  credit  of  the  U.S.  Government.  * 

The  niinimum  investment  is  $1,000  ($500  for  LRAs). 
For  information,  call:  1-800-638-5660.  iSSr^L 

T.RoweRrice  mi 

Invest  With  Confidence  'JEJfik 


High 

GNMA 
yields 


Mail  to:  T.  Rowe  Price 
100  E.  Pratt  St.,  Baltimore,  MD  21202 
Please  send  a  prospectus  with  more  complete 
information,  including  management  fees 
^    and  other  charges  and  expenses.  I  will  read 
a    it  carefully  before  I  invest  or  send  money. 
g&   Also  send  information  for:  D  ERA  □  Keogh 


GM  135 


ORBES,  JANUARY  13,  1986 


Commission-free  GNMA  Fund:  call  1-800-638-5660 


'This  guarantee  is  for  timely  principal  and  interest  payments  on  the  Fund's  investments  in  these  securities  The  bank  products  referenced  are  insured  and 
provide  investors  a  yield  and  principal  guarantee  Like  bonds,  tne  Fund's  principal  and  interest  will  vary  based  on  market  conditions 
T  Rowe  Price  Investment  Services.  Inc..  Distributor  Member  StPC 
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Who's  where  in  growth 


Company 


Earnings  per  share 

5-year  latest  12 
rank    average  months 


rank 


Sales 

5-year  latest  12 
average  months 


Company 


Earnings  per  share 

5-year  latest  12 
rank    average  months 


rank 


Fischbach 

Harris  Corp 

Big  Three  Industries 

Liquid  Air 

Data  General 


631 
632 
633 
634 
635 


-6.7% 

-6.8 

-6.9 

-6.9 

-6.9 


P-D 
-22.8% 
-77.6 

19.2 
-70.1 


603 
343 
632 
649 
218 


6.8% 
11/9 

6.1 

5.7 
15.2 


-14.8% 
12.3 
8.3 
9.0 
6.7 


California  First  Bank 
Baxter  Travenol  Labs 
Public  Service  Ind 
Consumers  Power 
Hanover  Insurance 


694 
695 
695 
697 
698 


-13.3% 

-13.6 

-13.6 

-13.7 

-13.8 


17.7% 
-82.8 
-54.1 

P-D 
-54.5 


429 
480 
517 
464 
497 


Briggs  &  Stratton 

Chevron 

Ryan  Homes 

Paine  Webber  Group 

Harsco 


636 
637 
638 
639 
640 


-6.9  -24.3 

-7.0  -8.4 

-7.0  60.6 

-7.2%%  120.8 

-7.2  54.5 


828 
946 
665 
97 
861 


0.9 
-5.5 

5.4 
23.2 
-0.3 


-2.7 
44.4 
-5.2 
21.4 
29.3 


Potlatch 
Avon  Products 
DeKalb  AgResearch 
Research-Cottrell 
American  Petrofina 


699 
700 
701 
702 
703 


-14.1 
-14.2 
-14.3 
-14.5 
-14.7 


-7.7 
-10.7 
-31.7 

P-D 

-25.5 


737 
642 
679 
693 
732 


Foster  Wheeler 

Marsh  &  McLennan  Cos 

Transamerica 

Eastman  Kodak 

Pennwalt 


641 
642 
643 
644 
644 


-7.2 
-7.2 
-7.3 
-7.4 
-7.4 


-3.0 
102.4 
6.5 
-5.9 
P-D 


915 
232 
684 
702 
898 


-3.2 
14.7 
4.9 
4.6 
-2.4 


-11.8 
21.3 
25.6 
1.5 
-1.9 


Best  Products 
Equitable  of  Iowa 
Ogden 
Pennzoil 
Dow  Chemical 


704 
705 
706 
707 
708 


-14.8 
-15.0 
-15.2 
-15.5 
-15.5 


-81.8 
-10.2 
-29.4 
-47.2 
-18.2 


90 
768 
910 

827 
757 


Leaseway  Transport 

General  Re 

Sundstrand 

Mapco 

Paccar 


646 
647 
647 
649 
650 


-7.5 
-7.6 
-7.6 
-7.6 
-8.0 


-25.3 
-70.0 
19.2 
69.2 
-18.9 


530 
230 
770 
256 
846 


8.4 
14.9 

2.6 
14.3 

0.1 


8.7 
16.0 
24.6 
-11.9 
-9.9 


Kerr-McGee 
FMC 

Ohio  Casualty 

USF&G 

Norton 


709 
710 
711 
712 
713 


-15.8 
-15.8 
-15.9 
-16.0 
-16.4 


-36.9 
-70.8 
8.8 
P-D 
-14.8 


724 
842 
722 
700 
859 


Transway  Intl 
Anderson,  Clayton 
Swift  independent 
Interco 
WR  Grace 


651 
652 
653 
654 
655 


1.0 

1.3 

1.4* 

1.4 

1.5 


0.3 
-45.3 
P-D 
-A2.S 
-20.3 


854 
888 
589 
691 
740 


-0.1 
-1.8 
7.1 
4.8 

3.5 


2.3 
6.8 
6.7 
-7.4 
6.4 


Seaway  Food  Town 
Smithfield  Foods 
McDermott  Intl 
Eastern  Gas  &  Fuel 
BankAmerica 


714 
715 
716 
717 
718 


-16.4 
-16.6 
-16.6 
-16.7 
-16.8 


158.4 
177.6 
P-D 
P-D 
P-D 


547 
49 
896 
527 
592 


Polaroid 

Centerre  Bancorp 
Idle  Wild  Foods 
Sun  Company 
TWT  Group 


656 
657 
658 
658 
660 


-8.5 
-8.6 
-8.6 
-8.6 
-8.7 


-48.5 
24.4 
79.7 
^15.4 
-25.2 


901 
508 
658 
646 
285 


-2.5 
8.7 
5.5 
5.7 

13.2 


-2.9 
-3.6 
18.2 
-9.8 
8.1 


Dayco 

American  Standard 
Sun  Chemical 
Cooper  industries 
RLC 


719 
720 
721 
722 
723 


-17.2 
-17.9 
-18.1 
-18.3 
-18.5 


-25.7 
20.7 
70.1 
26.9 

-60.2 


773 
804 
287 
681 
770 


Northern  Trust 

Owens-Illinois 

Enserch 

CBI  industries 

CNA  Financial 


661 
662 
663 
664 
665 


-8.9 
-9.1 
-9.5 
-9.5 
-9.7 


31.1 
6.2 
-95.7 

P-D 
-13.1 


585 
876 
460 
516 
641 


7.3 
-1.4 
9.6 
8.6 
5.9 


0.5 
5.7 
-5.9 
32.1 
19.5 


Control  Data 
Weyerhaeuser 
National  Distillers 
Earle  M  Jorgensen 
MGM  Grand  Hotels 


724 
725 
726 
727 
728 


-18.5 
-18.8 
-19.3 
-19.4 
-19.5 


P-D 
^13.2 
-29.7 
-24.1 

38.9 


535 
733 
701 
962 
738 


HH  Robertson 

First  Security 

Intl  Minerals  &  Chem 

SCM 

Lubrizol 


666 
667 
668 
669 
670 


-9.8 
-10.2 
-10.2 
-10.3 
-10.3 


P-D 
102.7 
2.4 
-6.8 
-9.9 


766 
405 
889 
839 
840 


2.8 
10.8 
-1.8 
0.4 
0.4 


9.9 
1.8 
-0.6 
9.9 
8.9 


Stewart-Warner 
Staley  Continental 
Washington  National 
Xerox 

Gearhart  Industries 


729 
730 
731 
732 
733 


-19.6 
-19.9 
-20.1 
-20.2 
-20.3 


-12.0 
-84.9 
-63.5 
-40.0 
-62.5 


949 
671 
897 
744 
91 


Ferro 

Handy  &  Harman 
Marsh  Supermarkets 
Godfrey 
Bearings 


671 
672 
673 
674 
675 


-10.5 
-10.6 
-10.7 
-10.8 
-10.8 


-36.5 
-26.0 
139.3 
64.4 
-15.2 


844 
914 
591 

575 
596 


0.2 
-3.2 
7.1 
7.5 
7.0 


-2.4 
-7.5 
5.5 
9.1 
4.4 


Datapoint 
USLife 

Amerada  Hess 
Pacific  Gamble 
Kemper 


734 
735 
736 
737 
738 


-21.2 
-21.9 
-22.0 
-22.6 
-23.1 


P-D 
-78.5 
-56.2 
1.6 

63.4 


114 

723 
753 
731 
297 


Mitchell  Energy 
Corning  Glass  Works 
Northwestern  Natl  Life 
Louisiana  Land 
Atlantic  Richfield 


676 
677 
678 
679 
680 


-10.9 
-10.9 
-11.0 
-11.0 
-11.1 


-66.0 
3.3 
-52.7 
9.4 
P-D 


303 
751 
11 

563 
633 


12.9 
3.2 

57.3 
7.7 
6.0 


-7.9 
-0.6 
63.4 
-10.6 
-12.4 


Fieldcrest  Mills 
Georgia-Pacific 
Union  Carbide 
Walt  Disney 
Reading  &  Bates 


739 
740 
741 
742 
743 


-23.8 
-24.1 
-25.1 
-25.4 
-26.4 


-62.5 
-88.8 

P-D 
500.0  + 

P-D 


809 
638 
868 
239 
730 


Big  V  Supermarkets 

Revlon 

Norwest 

Carpenter  Technology 
Mobil 


681 

682 
683 
684 
685 


-11.5 
-11.6 
-11.7 
-11.7 
-11.8 


128.6 
0.3 
86.7 
-46.5 
-37.5 


501 
656 
160 
881 
786 


5.6 
17.6 
-1.6 

2.3 


6.6 
0.4 
0.4 
-2.3 
-2.5 


Joy  Manufacturing 
International  Paper 
Moore  McCormack 
Boise  Cascade 
GenCorp 


744 

745 
746 
747 
748 


-26.6 
-26.8 
-27.2 
-27.3 
-27.5 


-53.9 
P-D 
-1.6 
-50.3 
-36.0 


939 
872 
918 
687 
788 


Sperry 

Freeport-McMoRan 
Perini 

First  City  Bancorp 
Willamette  Inds 


686 
687 
688 
689 
690 


-12.0 
-12.0 
-12.4 

-12.5 
-12.6 


-88.9 
40.9 
P-D 

-18.0 
39.4 


817 
475 
577 
166 
666 


1.3 
9.4 
7.4 
17.5 
5.4 


13.6 

-5.3 
-0.6 
-0.4 
2.7 


Texaco 

United  Energy 
Manhattan  Industries 
Gould 

Tesoro  Petroleum 


749 
750 
751 

752 
753 


-27.8 

-29.0 

-29.5* 

-30.3 

-30.4 


-66.5 
P-D 
P-D 
P-D 
P-D 


841 

747 
507 
975 
819 


Chubb 

Champion  Spark  Plug 
Commercial  Metals 


691 

692 
693 


-12.6 
-12.8 
-12.8 


9.1 
-29.6 
-5.3 


401 

862 
920 


10.9 
-0.3 
-3.5 


25.2 
2.4 
-13.0 


Rexnord 

Occidental  Petroleum 
Newmont  Mining 


754 
755 
756 


-31.0 
-31.2 
-32.4 


75.3 
-17.6 
-30.7 


930 
340 
926 


P-D:  Profit  to  deficit.    ^Four-year  growth.    ttThree-year  growth. 
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mpany 

Earnings  per  share 

5-year  latest  12 
rank    average  months 

Sales 

5-year  latest  12 
rank    average  months 

Company 

Earnings  per  share 

5-year  latest  12 
rank    average  months 

Sales 

5-year  latest  12 
rank    average  months 

International 
(ford-Hill 

;i 

boro 

•ntinental  Corp 

757  -33.7%  P-D 

758  -34.0  -98.8% 
758      -34.0  -2.1 

f  a  a           3  a  l            no  n 
7oU  — o4. 1        — yo.U 

761      -34.3  477.1 

884       -1.7%  5.9% 
903       -2.5  -1.2 
204       16.0  -10.7 
807          1.7  3.6 
611         6.6  6.6 

Cincinnati  Milacron 
Circle  K 

CityFed  Financial 
Clark  Equipment 
CNW 

NM  P-D 
NM  26.5% 
NM  0.3 
NM  P-D 
NM  P-D 

942      -5.5%  7.4% 
187       16.7  46.5 
23       44.2  14.6 
978     —10.1  -10.0 
822        1.1  -2.3 

ere 

can  Aluminium 
esser  Industries 
tna  Life  &  Cas 
jckway  Inc  (NY) 

762  -34.4  -64.6 

763  -38.0  P-D 

764  -38.5  19.2 

765  —39.9  36.4 

766  -41.0  D-P 

933       -4.7  -2.8 
757        3.0  2.2 
865       -0.5  15.8 

£\  7f*                  CI               1  "7  1 

672         5.3  17.3 
481        9.1  10.0 

Coastal  Corp 
Coleco  Industries 
Colonial  Penn  Group 
Colt  Industries 
Columbia  S&L 

NM  -4.9 
NM  D-D 
NM  3.3 
NM  24.8 
NM  345.7 

599        6.9  6.6 
17       47.7  21.9 
347       11.8  5.2 
947       -5.6  1.6 
1     113.3  65.4 

odarama  Supermkts 
lor 

'  Ahmanson 
;xander  &  Alexander 
exander's 

767  -44.8tt  D-P 

768  -61.1  D-D 

NM  170.3 
NM         D— D 
NM  24.7 

802         1.8  2.6 
706        4.5  -11.1 
157       17.8  15.6 
474         9.4  51.5 
799         1.9  0.5 

Combustion  Eng 
Continental  Illinois 
Cook  United 
Copperweld 
Crane 

NM  D-D 
NM  D-P 
NM  D-D 
NM  P-D 
NM  D-P 

821         1.1  -13.9 
818        1.3  -29.3 
909      -2.8  -47.7 
953       -5.8  7.4 
989     -15.3  25.7 

legheny  Beverage 
egheny  Intl 
len  Group 
lied-Signal 
lied  Supermarkets 

NM       500.0  + 
NM  P-D 
NM  22.6 
NM  3U1.7 
NM  Z-P 

35       36.2  61.2 
241       14.6  -12.3 
858      -0.2  -9.4 

ion           m  /             r  r\ 

129       19.6  -5.9 
873       -1.3  -30.5 

Crown  Central  Pet 
Crown  Zellerbach 
Cyclops 
Delta  Air  Lines 
DiGiorgio 

NM  D-P 
NM  P-D 
NM  58.5 
NM  1.1 
NM  -73.1 

476        9.4  -16.0 
844        0.2  3.1 
697        4.7  11.9 
424       10.3  6.8 
816         1.4  -9.5 

lis-Chalmers 
:oa 

1  International 
1  AX 

lerican  Bakeries 

NM  D-D 
NM  -76.3 
NM  -69.7 
NM  D-D 
NM  26.1 

976      -9.7  -27.6 
772        2.6  -8.6 
963       -7.4  2.2 
937       —5.0  —14.1 
878       -1.5  -6.4 

Diamond  Shamrock 

Dorsey 

Dravo 

Easco 

Eastern  Air  Lines 

NM  D-D 
NM  14.3 
NM  D-D 
NM  D-D 
NM  D-P 

349       11.8  -10.1 
801         1.9  6.2 
945       -5.5  5.8 

A  T  /              |  r\  -)  lOl 

426        10.3  —28.1 
580         7.3  13.6 

lerican  Can 
lerican  Hoist 

lerican  Motors 

1  > 

irac 

ipeo-Pittsburgh 

NM  14.3 
NM  D-D 
NM  P-D 
NM  D— D 
NM        1 19.4 

972      -8.3  -14.9 
982     -10.8  10.6 
597        7.0  -6.6 

/AO              £.  /               r\  o 

608         6.6  O.e 
850         0.0  23.4 

Eaton 

Economics  Lab 
Evans  Products 
Fairchild  Industries 
Fedl  Natl  Mortgage 

NM  2.0 
NM  15.8 
NM  D-D 
NM          F— D 
NM  D-D 

880      -1.6  9.0 
545        8.0  6.6 
879      -1.5  -15.1 
775          2.5  —2.9 
181       16.9  13.9 

IR 

isted  Industries 
chor  Hocking 
kansas  Best 
mco 

NM  -7.3 
NM  20.2 
NM  P-D 
NM  21.8 
NM  D-D 

467        9.5  13.4 
979     -10.1  11.9 
919       -3.5  5.6 

t  S  f\               I  I    7  111 

360        11.7  12.3 
933       -4.7  -11.2 

Finl  Corp  of  America 
First  Pennsylvania 
Fisher  Foods 
Ford  Motor 
LB  Foster 

NM  D-D 
NM  D-D 
NM  D-P 

MHA                 1  £.  1 

NM        —  16.J 
NM  -69.2 

3     101.3  2.4 
980     -10.2  0.1 
994     -22.7  -6.4 
717        4.2  1.5 
924       -4.0  -2.8 

row  Electronics 
arco 

hland  Oil 
tilone  Industries 
ker  International 

NM  P-D 
NM  D-D 
NM  D-P 
NM  P-D 
NM  25.0 

111       21.2  -22.3 
943       -5.5  -20.6 
754        3.1  -4.4 

nnn               1  A             1  /L  O 

899       -2.4  -16.0 
510         8.7  3.9 

Fremont  General 
Frontier  Holdings 
Fruehauf 
Fuqua  Industries 
GAF 

NM  D-P 
NM  D-P 
NM  -9.2 
NM  —8.5 
NM  D-P 

212       15.5  -18.4 
440       10.0  -12.3 
811         1.6  ^1.6 

noo         i  i  i_>  ill 

yoo     —14.8  11.2 
960       -6.9  -1.2 

Uy  Manufacturing 
rnes  Group 
zoi  Western 
11  &  Howell 
leficial  Corp 

NM  P-D 
NM  -55.2 
NM  D-P 
NM  2.8 
NM  -18.2 

75       26.4  -1.3 
792        2.1  -11.9 
907       -2.7  -10.7 
717        4.2  5.6 
965       -7.7  -13.6 

Gates  Learjet 

GATX 

Gelco 

General  instrument 
General  Refractories 

NM  P-D 
NM  D-D 
NM  73.4 
NM          r— 1J 
NM  -69.1 

849        0.1  -23.2 
908       -2.8  -13.9 
226       15.0  8.1 

/  a  c          c  7  on 
64o         r>.7        — o.U 

981     -10.2  -2.7 

thlekem  Steel 
d 

ick  &  Decker 
rman's 

tier  Manufacturing 

NM  D-D 
NM  D-D 
NM  P-D 
NM  D-P 
NM  D-P 

964      -7.4  -9.2 
925       -4.0  -25.1 
826         1.0  13.0 
798         1.9  —1.1 
885       -1.7  20.4 

Genesco 

GEO  International 
Gibraltar  Financial 
tilendale  rederal  s&L 
Global  Marine 

NM  P-D 
NM  D-D 
NM  8.4 
NM  7.2 
NM  D-D 

940      -5.4  -8.0 
667        5.4  -5.7 
139       19.1  22.6 

o          Ten          1  £  7 
oZ        Zd.U  16.7 

98      23.0  -3.9 

esars  World 
IFed 

meron  Iron  Works 
terpillar  Tractor 
lanese 

NM  62.1 
NM  85.4 
NM  D-P 
NM  D-D 
NM  1.6 

200       16.1  6.5 
47       31.3  18.5 
776        2.5  11.5 

nrn                 £  O  17 

959       -6.8  -1.7 
851         0.0  -7.2 

Golden  West  Finl 
BF  Goodrich 
Great  A&P  Tea 
Gt  Western  Financial 
Gulf  &  Western  Inds 

NM  73.5 
NM  P-D 
NM  52.5 

TVT1VA                  1  A 

NM  61.4 
NM  -7.3 

89       23.9  32.1 
790        2.2  -5.0 
938       -5.1  12.1 

//             ZO.O  Z4.1 

954      -5.9  -59.9 

rtainTeed 
ssna  Aircraft 
ampion  Intl 
arter 

icago  Pneumatic 

NM  56.5 
NM  D-P 
NM  P-D 
NM  D-D 
NM  -32.6 

675        5.2  -4.5 
977     -10.0  37.1 
662        5.5  39.0 
900       -2.4  -52.7 
929       -4.3  0.5 

Harnischfeger 
Heck's 

Home  Federal  S&L 
Hoover 
Hughes  Tool 

NM  34.6 
NM  P-D 
NM  7.7 
NM  -3.7 
NM  D-P 

985     -11.2  18.8 
796        2.0  6.5 
121       20.0  31.5 
921       ^3.6  -1.1 
664        5.5  10.2 

romalloy  American 

rysler 

ma 

NM  D-D 
NM  120.3 
NM  60.3 

986     -12.5  -3.2 
420       10.4  17.9 
477        9.3  14.9 

Ideal  Basic  Inds 
Imperial  Corp  of  Am 
Inco 

NM  D-D 
NM  D-P 
NM  D-P 

916       -3.3  -17.6 
184       16.8  32.5 
991     -15.6  4.8 

!>-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit.    Z-P:  Zero  profit  to  profit.     NM:  Not  meaningful.     ttThree-year  growth 
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Who's  where  in  growth 


Earnings  per  share 

Sales 

Earnings  per  share 

Sales 

5-year 

latest  12 

5-year  latest  12 

5-year 

latest  12 

5-year  latest 

Company 

rank  average 

months 

rank 

average 

months 

Company 

rank  average 

months 

ran 

average  mon 

Ingersoll-Rand 

NM 

D-P 

913 

-3.2% 

7.6% 

Southern  Union 

NM 

P-D 

805 

1.7% 

-42. 

Inland  Steel 

NM 

D-D 

905 

i  ■> 
—L.I 

—  lz.Z 

Southwest  Forest  Inds 

NM 

P-D 

892 

-2.1 

-3. 

Inspiration  Resources 

NM 

D-D 

675 

D.L 

17  1 
Lf .  1 

JP  Stevens 

IN  IVl 

r — 1 ) 

795 

2.0 

-9. 

InterFirst 

NM 

-49.2% 

179 

16.9 

Q  O 

— o.o 

Stewart  &  Stevenson 

MM 
IN  iVl 

-4.6 

Hi 

Intl  Harvester 

NM 

D-D 

OP  7 

—  lo.L 

17  n 

—Zf-yJ 

Ctnnp  {  nnfainpr 

31UI1C  V.UI11UUICI 

KT  A  A 

iNm 

•JO  no/ 

73 

26.9 

-0. 

Interstate  Bakeries 

NM 

D-P 

752 

3.1 

2.1 

Storage  Technology 

NM 

D-D 

341 

1 1.9 

-25. 

Kaiser  Alum  &  Chem 

NM 

P-D 

856 

r\  i 
— U.  1 

in  n 
— ou.u 

Storer  Communications 

NM 

D-D 

68 

27.8 

12. 

Kaneb  Services 

NM 

D-P 

600 

6.9 

—40.4 

Sybron 

IN  XVI 

L>—  r 

969 

-8.0 

-11. 

Kaufman  &  Broad 

NM 

72.1 

748 

3.3 

11  C 
OO.D 

Talley  Industries 

NM 

1  1  A 

lo.o 

973 

-8.3 

13. 

Kay 

NM 

123.9 

882 

i  7 

—l.r 

1  1  fl 

Texas  Air 

INM 

D—r 

16 

49.0 

59. 

Kerr  Glass  Mfg 

NM 

D-D 

936 

-5.0 

-0.2 

Texas  Instruments 

NM 

P-D 

451 

9.8 

-5„ 

Koppers 

NM 

P-D 

901 

— Z.o 

1  1 
o.Z 

Thorn  Apple  Valley 

NM 

P-D 

494 

8.9 

-2. 

Lafarge 

NM 

D-P 

324 

n  1 
1Z.O 

1  1 

z.z 

Tidewater 

HTA>f 

INM 

L>— D 

812 

1.5 

-12. 

Lockheed 

NM 

17.2 

316 

12.4 

ic  i 
Zo.Z 

Tiger  International 

IN  IVl 

YJ — U 

802 

1.8 

-16. 

Lone  Star  Industries 

NM 

1 14.6 

743 

O.J 

—O.O 

T*tti  If  p  n 

INM 

Q  1  O 

— ol.o 

941 

-5.4 

_j 

Louisiana-Pacific 

NM 

-56.6 

891 

-2.0 

-0.6 

Toro 

NM 

70.4 

970 

-8.1 

20. 

LTV 

NM 

D-D 

854 

n  i 
— U.  1 

1A  A 
Z4.4 

Tosco 

NM 

D-D 

843 

0.2 

-14. 

Lukens 

NM 

500.0  + 

797 

1  o 

i.y 

Q  C 

o.o 

Trans  World  Airlines 

KTAA 

INM 

r— U 

762 

2.9 

4. 

Mack  Trucks 

NM 

P-D 

864 

— U.4 

1  £  A 
13. 0 

Trinity  Industries 

NM 

LJ—U 

971 

-8.1 

10. 

Manville 

NM 

P-D 

955 

— o.u 

4.1 

UAL 

INM 

r—D 

409 

10.7 

-Hi 

Martin  Marietta 

NM 

D-P 

277 

13.7 

-1.5 

United  Brands 

NM 

77.3 

927 

-4.1 

-3. 

Massey-Ferguson 

NM 

D-D 

990 

-ij.j 

—O.J 

United  Merchants 

NM 

P-D 

951 

-5.7 

39. 

Mattel 

NM 

D— P 

877 

1  A 

—  1 .4 

41  7 
4o.  / 

US  Home 

INm 

L>—D 

774 

2.5 

-13. 

Mead 

NM 

—24.2 

867 

— U.o 

1  n 

United  States  Steel 

INM 

D—r 

506 

8.7 

-0. 

Michigan  National 

NM 

D-P 

447 

o  o 

y.y 

n  i 

— U.l 

V^lprn  PnprtFV 
v  aiciu  mcigy 

NM 

L>— D 

614 

6.5 

56. 

Midland-Ross 

NM 

P-D 

922 

-3.7 

-17.2 

Varian  Associates 

NM 

-56.3 

362 

11.6 

4. 

Mission  Insurance 

NM 

D-D 

587 

7  1 

/  .Z 

A  A 
— 4.4 

Warner  Commun 

NM 

D-D 

539 

8.2 

-41. 

Mohasco 

NM 

8.7 

895 

—Z.z 

6.4 

Western  Air  Lines 

NM 

r  -\  n 
D—r 

697 

4.7 

9. 

Morse  Shoe 

NM 

-38.3 

626 

A  1 

o.z 

1  7 

Western  Co  No  Amer 

NM 

D— D 

294 

13.0 

-7. 

Nashua 

NM 

-21.0 

893 

— Z.l 

1  A 

Z.o 

WW  CMtl  11  KJ IXmXJXX 

NM 

D— D 

459 

National  Intergroup 

NM 

D-D 

982 

-10.8 

-57.9 

Westmoreland  Coal 

NM 

P-D 

564 

7.7 

-7. 

Natl  Semiconductor 

NM 

P-D 

233 

1/17 

14./ 

— 4.U 

Wheeling-Pittsburgh 

NM 

D-D 

957 

-6.3 

-18. 

National-Standard 

NM 

—86.0 

944 

— j.j 

1  1  O 

—i  i.y 

White  Consolidated 

NM 

P— D 

871 

-1.0 

-9. 

Nicor 

NM 

P— D 

497 

Q  Q 

i  o 

—i.y 

Wickes  Cos 

NM 

D— P 

715 

4.3 

iii 

NL  Industries 

NM 

P-D 

967 

7  -t 

—f.f 

1.8 

Wilcrkn  Ennrlc 
Vw  ilMMl  rlMJUa 

NM 

D— D 

917 

1  1 

— lo. 

Northwestern  Steel 

NM 

D-D 

993 

-19.1 

27.1 

FW  Wool  worth 

NM 

20.6 

948 

-5.6 

3. 

NVF 

NM 

D-D 

410 

in  7 

iu.  / 

A  A 
— 4.4 

Zale 

NM 

-27.9 

805 

1.7 

2. 

Oak  Industries 

NM 

r  i  ri 
D—L) 

739 

o.o 

in  A 
— oU.o 

Zenith  Electronics 

NM 

—99.3 

548 

8.0 

1. 

Pacific  Resources 

NM 

D— P 

88 

1 1  CI 

zo.y 

—20.1 

American  Info  Tech 

NA 

NA 

NA 

Ni 

Pan  A  til 

i  oil  n.111 

NM 

D-D 

675 

O.Z 

A  O 
— O.o 

/VlUCllvdll  II C51UCI1I 

NA 

—47.2 

369 

11  C 
1  1  .J 

1  1 

Zl. 

Pantry  Pride 

NM 

P-D 

984 

-11.0 

-55.2 

American  Tel  &  Tel 

NA 

NA 

NA 

Ni 

Parker  Drilling 

NM 

D-D 

935 

 A  Q 

— 4.y 

lo.o 

Bear  Stearns  Cos 

NA 

NA 

10 

58.0tt 

Ni 

Parker  Pen 

NM 

17.0 

755 

■3  1 
O.l 

1  A  1 

Bell  Atlantic 

NA 

NA 

NA 

Ni 

Perm  Central 

NM 

486.5 

219 

lo.l 

—1.1 

BellSouth 

NA 

NA 

NA 

Ni 

People  Express 

NM 

P-D 

M  A 

INA 

I  L.I 

Partprpt  ^Xj  I 

NA 

169.2 

24 

4o.4 

in 

Phelps  Dodge 

NM 

D-D 

974 

-8.9 

-5.9 

CrossLand  Savings 

NA 

NA 

46 

32.0* 

Ni 

Pittston 

NM 

D-D 

965 

7  7 

—  f.f 

—1 1 .8 

Cyprus  Minerals 

NA 

NA 

557 

7.8* 

8. 

PSA 

NM 

D-P 

241 

1  A  £. 
14. 0 

14.3 

First  Federal  Mich 

NA 

92.0 

56 

29.7 

15. 

Ramada  Inns 

NM 

44.4 

282 

lo.o 

LA 

Florida  Federal  S&L 

NA 

P-D 

106 

22.2 

15. 

RCA 

NM 

82.9 

655 

o.o 

— o.Z 

Fireman's  Fund 

NA 

NA 

5.7* 

0. 

Republic  Airlines 

NM 

8.4 

133 

19.5 

4.2 

Gt  Am  First  Savings 

NA 

NA 

98 

23.0 

32. 

Resorts  Intl 

NM 

P-D 

686 

4.9 

1.4 

Home  Group 

NA 

NA 

734 

3.7 

-4. 

Revere  Copper 

NM 

D-P 

968 

-7.9 

-19.7 

Masco  Industries 

NA 

NA 

515 

8.7 

9. 

Reynolds  Metals 

NM 

P-D 

834 

0.5 

-7.7 

Nynex 

NA 

NA 

NA 

Ni 

AH  Robins 

NM 

P-D 

445 

10.0 

12.3 

Pacific  Telesis 

NA 

NA 

NA 

Ni 

St  Paul  Cos 

NM 

D-D 

622 

6.3 

1.2 

PSFS 

NA 

-58.1 

103 

22.4 

24. 

Savin 

NM 

D-D 

857 

-0.1 

6.9 

Southwestern  Bell 

MA 

M  A 
INA 

NA 

Ni 

Shopwell 

NM 

P-D 

441 

10.0 

8.3 

Stater  Bros 

NA 

NA 

486 

9.0J 

Ni 

Singer 

NM 

90.4 

887 

-1.8 

-2.5 

Temple-Inland 

NA 

NA 

613 

6.6 

-0. 

AO  Smith 

NM 

P-D 

791 

2.1 

~\A 

US  West 

NA 

NA 

NA 

Ni 

Smith  International 

NM 

P-D 

749 

3.2 

-0.2 

Winn  Enterprises 

NA 

P-D 

NA 

38. 

D-D:  Deficit  to  deficit     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit.     NA:  Not  available.    NM:  Not  meaningful.    ^Four-year  growth,    tt  Three-year  growth. 
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Whether 
you're  just 
starting  out., 
or  you  Ve 
already 
established 
your 
domain 


Venture  is  the  only  business  magazine  written  specif  i- 
cally  for  the  entrepreneur.  Each  month  we  present 
up-to-the-minute  information  in  an  exciting  format 
unavailable  elsewhere.  Along  with  our  regular  sections 
such  as  "Entreprenews,"  "New  Businesses,"  and  "Ven- 
ture Strategies,"  we  feature  articles  on: 


•  ENTREPRENEURIAL 
OPPORTUNITIES 

•  FINANCING 

•  INVESTMENTS 

•  TAXES 

•  STOCK  MARKET 

•  REAL  ESTATE 


COMPUTERS 
FRANCHISES 
SEED  CAPITAL 
PATENTS 

BUSINESS  PLANS 

PARTNERSHIPS 

BIOTECHNOLOGY 


Your  monthly  subscription  also  includes  these  annual 
features: 

100  WHO  MADE  MILLIONS  GOING  PUBLIC 

Find  out  who  these  successful  entrepreneurs 
are,  and  how  they  made  their  fortunes. 
THE  VENTURE  100 

America's  largest  entrepreneurial  companies 
still  headed  by  their  founders. 
VENTURE'S  FAST-TRACK  100 

The  nation's  top  entrepreneurs  who  run  com- 
panies they  founded  in  the  past  ten  years. 
THE  VENTURE  CAPITAL  100 

The  most  active  venture  capitalists  in  the  country. 
THE  VENTURE  CAPITAL  DIRECTORY 

A  comprehensive  list  of  investors;  includes  names, 
addresses  and  phone  numbers. 
Most  of  our  readers  are  successful  already.  They  know 
how  important  it  is  to  stay  on  top  of  the  volatile  busi- 
ness world. 


SUBSCRIBE  TODAY!  1  Year— 12  issues  for  only  $15— a  savings  of  50%  off  the  cover  price. 
MAKE  IT  YOUR  BUSINESS  TO  READ  VENTURE! 


MAIL  TO 


Venture 


Subscription  Service,  P.O.  Box  3108,  Harlan,  IA  51593 


Please  enter  my  subscription  to  VENTURE.  As  a  new  sub- 
scriber I  am  entitled  to  a  special  low  INTRODUCTORY  RATE 
of  50%  off  the  regular  newsstand  price.  I  may  cancel  my 
subscription  at  any  time  for  a  full  refund  on  unmailed  issues. 
□  1  Year  (12  issues)  of  VENTURE  for  only  $15 


BftKJNG  WINNERS 

BUILDING  SUCCESSFUL  COMPANKS 
BEFORE  THE  Ml  OF  30 

MOW*  BOOM         J|  'VS#: 

INSBIC  MflP 

INVESTING 

IS  HELPING        MBT  )  W  ~  ^Ms^I 

STARTUPS  ~  »*■ 

PLUS:  THE 
TOP100SBIC 
INVESTORS 


NAME 

COMPANY 

ADDRESS 

APT 

CITY 

STATE 

ZIP 

NEW  BUSiNESSBfe 
THE  MOUSE  MAJMtT 

weight  loss  chics 
space  trahspwt 
■us  shelters  t 

where  entrepreneurs 
meet  venture  Capitalists 
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WHO'S 
WHERE  IN 
THE  STOCK 
MARKET 

Remember  the  "Death  of 
Equities'1?  Well,  the  DJIA  is 
up  nearly  50%  in  five 
years;  947  of  the  firms 
surveyed  sport  a  median 
five-year  price  gain  of  87%. 


The  fourth-quarter  rally  took  many  by  sur- 
prise but  left  few  with  reason  to  complain.  The 
Dow  finally  shattered  the  magic  1500  mark  as 
strength  spread  from  an  exclusive  and  boring  concen- 
tration in  takeover  stocks,  engulfed  the  entire  blue- 
chip  list  and  even  began  to  move  the  secondary  stocks. 

An  alphabetical  list  of  stock  market  performances 
begins  on  the  following  page. 

For  most  of  the  companies  in  the  Forbes  survey,  it 
was  fat  city.  There  were  415  issues  that  doubled  or 
better  over  the  past  five  years — an  annual  growth  rate 
of  14.9%  or  more  for  close  to  half  the  companies 
listed.  Of  these  stars,  201  tripled  or  better.  For  all  the 
scorn  that  has  been  heaped  upon  them,  many  stocks 
thus  rewarded  patient  holders  with  excellent  returns. 

But  it  wasn't  a  computer  hardware  or  software  com- 
pany or  a  defense-related  aerospace  firm  that  took 
highest  honors  on  Wall  Street  for  the  past  five  years.  It 
was  toymaker  Hasbro.  Hasbro  focused  on  traditional 
toys  while  many  of  its  competitors  were  trashed  by 
forays  into  electronics  and  computers.  Hasbro  toys 
such  as  Transformers  and  GI  Joe  are  making  adult-size 
profits  for  Hasbro  shareholders.  A  $1,000  investment 
in  Hasbro  at  the  end  of  1980  is  now  worth  almost 
$33,000. 

The  only  real  technology  play  among  the  top  50 
performing  companies  is  Telex,  a  $661  million  (sales) 
manufacturer  of  computer  peripherals  and  audio 
equipment.  Where  were  the  big  gains,  if  not  in  tech- 
nology stocks?  In  retailing,  of  all  places.  Nearly  half 
the  top  50  ranked  companies  are  retailers,  specialty 
retailers  or  in  food-related  businesses. 

Second-place  Price  Co.,  which  leads  all  the  survey 
companies  in  five-year  return  on  equity,  earned  $46 
million  in  the  past  12  months  with  its  bare-bones 


warehouses  selling  deeply  discounted  general  mer- 
chandise. Another  top  performer,  The  Limited,  spe- 
cializes in  women's  wear;  Circuit  City  Stores,  con- 
sumer electronics;  Wal-Mart  Stores,  home  improve- 
ment products;  The  Gap,  jeans  and  sportswear;  Toys 
"R"  Us,  toy  retailers;  and  Tyson  Foods,  processed 
poultry  products. 

Outside  of  retailing  and  food  companies,  Subaru  of 
America,  with  a  748%  gain,  tailgates  Chrysler  with  its 
797%  gain.  Bank  holding  company  State  Street  Boston 
had  a  690%  gain.  Remember  the  old  snowmobile 
maker  Arctic  Enterprises?  Back  in  1981  it  went  into 
Chapter  11,  but  the  surviving  entity,  Minstar,  a  cre- 
ation of  Irwin  Jacobs,  is  up  1,671%.  The  company  got 
out  of  snowmobiles,  and  it  gobbled  Bekins  in  1983, 
Aegis  in  1984  and  AMF  in  1985.  Significant  point: 
Both  Minstar's  predecessor  company  and  Chrysler 
were  disasters  in  earlier  stock  markets,  proving  the 
point  made  in  this  issue's  lead  story  that  yesterday's 
nag  is  frequently  tomorrow's  Thoroughbred. 

Of  the  50  stocks  with  the  rottenest  five-year  perfor- 
mance, about  30%  of  the  companies  are  in  oil.  This 
group  was  in  serious  trouble  even  before  the  recent 
collapse  of  oil  prices.  At  least  5  of  the  50  firms  with 
the  worst  stock  market  performance  over  the  last  five 
years  are  already  bankrupt.  Among  those  that  have 
been  nearly  wiped  out:  Global  Marine,  Evans  Prod- 
ucts, Allis-Chalmers  and  Mission  Insurance.  But,  if 
history  repeats,  a  number  of  these  losers  will  be  big 
winners  a  few  years  down  the  pike  (see  story  with  tables 
on  p.  38). 

Note  that  56  stocks  show  "NA" — not  available — for 
five-year  price  performance.  This  is  because  mergers, 
spinoffs  or  new  stock  issues  make  valid  comparisons 
impossible  for  these  companies.  ■ 
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Rank 

84  Company 

5-year 

price 

change 

1981-85 

price  Recent 
range  price 

Latest 

12-month  Price/  Price/ 
earnings    earnings  sales 
per  share    ratio  ratio 

Indicated 

annual  Current 
dividend  yield 

Book 

Book  value/ 
value  recent 
(per  share)  price 

i    305      Abbott  Laboratories 
7      35      Advanced  Micro 
I    748      Aetna  Life  &  Cas 
1    700      HF  Ahmanson 
5    651      Air  Prods  &  Chems 

119.9% 
134.8 

47.7 
104.5 

45.6 

63%-23%  62% 
41!/»-  4%  27 
53'/g-27'/4  52V4 
40'/2-  8  397/s 
60'/2-23%  60V4 

$3.72       16.7  2.29 
0.68      39.7  2.10 
2.66       19.6  0.32 
5.92        6.7  0.38 
4.75       12.7  0.98 

$1.40  2.3% 
none  0.0 
2.64  5.1 
1.20  3.0 
1.48  2.5 

$13.33  0.21 
8.00  0.30 
38.73  0.74 
33.70  0.85 
36.34  0.60 

>  159  Albertson's 

7    679      Alcan  Aluminium 

9    392      Alco  Standard 

$    857      Alexander  &  Alexander 

>  165      Alexander  &  Baldwin 

223.5 
-18.8 
113.9 
-3.7 
142.2 

33V*-  9%  32% 
415/8-15%  27 
401/4-163/s  36% 
38 14- 17  32% 
39'A-  9%  38% 

2.45       13.4  0.22 
-0.02        def  0.48 

2.32       15.8  0.20 
-1.95        def  1.48 

435        8.9  1.50 

0.76  2.3 
0.80  3.0 
1.24  3.4 
1.00  3.1 
1.40  3.6 

13.75  0.42 
30.07  1.11 
20.51  0.56 
6.53  0.20 
23.87  0.62 

t      92  Alexander's 
I      14      Allegheny  Beverage 
)    833      Allegheny  Intl 
i    363      Allegheny  Power 
)    620      Allen  Group 

121.2 
474.4 
-40.9 
137.3 
60.7 

30  -  7  !/2  28% 
23%-  3%  22Vi 
55%-16%  251/8 
34%-13  32% 
24%-10'/2  23V4 

1.11       25.9  0.25 
10.34        2.2  0.18 
-10.00        def  0.13 
3.41        9.6  0.90 
1.95       11.9  0.44 

none  0.0 
0.40  1.8 
1.40  5.6 
2.70  8.3 
0.70  3.0 

16.13  0.56 
9.00  0.40 
30.54  1.22 
24.74  0.76 
14.69  0.63 

)     194       Allied  Banc  shares 

9    759  Allied-Signal 

5    282      Allied  Stores 

I    361      Allied  Supermarkets 

5    943  Allis-Chalmers 

34.6 
27.9 
211.5 
242.9 
-91.1 

27%-13%  187/s 
48'/8-19>/8  45% 
651A-20'/4  65 
6-1  6 
37Vs-  3'/.  3'/4 

2.98        6.3  0.71 
4.74        9.6  0.72 
7.74        8.4  0.34 
0.11       54.5  0.11 
-28.59        def  0.05 

0.84  4.4 
1.80  3.9 
2.20  3.4 
none  0.0 
none  0.0 

13.82  0.73 
33.84  0.74 
50.71  0.78 
6.69  1.12 
2.94  0.90 

5    629  Alltel 

i    615  Alcoa 

i    947      AM  International 

9    929  AMAX 

]    827  Amdahl 

86.3 
19.9 
-67.7 
-71.5 
-23.0 

30^8-14!/8  29 
48%-21%  35% 
16%-    %  5 
69  -lOVi  11% 
29%-  8%  13 

3.23        9.0  0.89 
1.07      33.4  0.54 
0.27       18.5  0.33 
-11.58        def  0.38 
0.68       19.1  0.74 

1.96  6.8 
1.20  3.4 
none  0.0 
none  0.0 
0.20  1.5 

21.03  0.73 

40.39  1.13 
2.49  0.50 

20.40  1.74 
9.15  0.70 

'    744      Amerada  Hess 
I    727      American  Bakeries 
i    367      American  Brands 
>    503      Amer  Broadcasting 
i    577      American  Can 

-32.6 
98.0 
55.5 
346.1 
112.8 

44'/2-15l/8  29% 
27 '/a-  8  27 
70  -  34  60'/4 
1197/s-26%  119% 
64%-25%  64% 

1.20       24.4  0.32 
1.98       13.6  0.18 
7.09        8.5  0.74 
6.00      20.0  1.04 
4.09      15.8  0.56 

1.10  3.8 
none  0.0 
3.90  6.5 
1.60  1.3 
2.90  4.5 

30.48  1.04 
16.24  0.60 
38.12  0.63 
46.52  0.39 
42.67  0.66 

i     NR      American  Continental 
1    558      American  Cyanamid 
1    256      American  District 
1    716      American  Electric 
)    237      American  Express 

1,227.0 
77.8 
106.6 
37.8 
144.7 

13%-    'A  9V» 
59  -24%  58 
32%-12'/2  27Vi 
24%-15'/s       23  V* 
49%-17%  49V* 

3.13        2.9  0.17 
3.48       16.7  0.78 
1.06      25.9  0.66 
2.50        9.3  0.91 
3.10       15.9  0.75 

none  0.0 
1.90  3.3 
0.92  3.3 
2.26  9.7 
1.36  2.8 

5.92  0.65 
34.25  0.59 
16.29  0.59 
20.39  0.88 
20.21  0.41 

1     136      American  Family 
)    308      American  General 
1      24      American  Greetings 
i    926      American  Hoist 
i    385      American  Home  Prods 

672.2 
171.8 
417.4 
-57.8 
116.0 

29%-  3'A  29'/4 
36%-10'/2  33% 
37:/2-  5'/4  29% 
25%-  7Vi  8% 
66%-28'/8  60% 

1.67       17.5  0.97 
3.29       10.3  0.50 
2.41       12.3  1.00 
-1.87        def  0.15 
4.63       13.1  2.01 

0.48  1.6 
1.00  3.0 
0.66  2.2 
none  0.0 
2.90  4.8 

9.19  0.31 
24.86  0.74 
13.35  0.45 
17.10  1.95 
13.70  0.23 

9    551      American  Hospital 
I     NR      American  Info  Tech 
i    288      American  Intl  Group 
1    656      American  Maize 
5    286      American  Medical 

59.0 
NA 
148.8 

-9.7 
-10.6 

51   -20%  51 
99'/4-62!/8  98% 
101%-38%  991/2 
19%-  8  13% 
37'/4-13%  19 

2.91       17.5  1.10 
10.55        9.3  1.09 
3.81       26.1  1.49 
0.22      63.1  0.16 
1.94        9.8  0.72 

1.12  2.2 
6.60  6.7 
0.44  0.4 
0.52  3.7 
0.72  3.8 

20.62  0.40 
72.25  0.73 
37.93  0.38 
23.01  1.66 
9.73  0.51 

)    900      American  Motors 
7    380      American  Natl  Ins 
7    471      American  Petrofina 
t     NR      American  President 
S    712      American  Standard 

-25.7 
176.7 
-11.5 
NA 
3.1 

11  !/4-  2'/4  2% 
36%-ll%  35% 
71%-41  51% 
29  -11%  17% 
43%-17  33% 

-1.16        def  0.08 

2.96  12.0  1.33 
3.50       14.8  0.27 
2.94        6.0  0.34 

2.97  11.4  0.40 

none  0.0 
1.20  3.4 
2.00  3.9 
0.50  2.8 
1.60  4.7 

2.03  0.70 
40.36  1.13 
55.12  1.07 
24.54  1.39 
23.63  0.70 

5      63      American  Stores 
t     NR      American  Tel  &  Tel 

>  420  AmeriTrust 

>  9      Ames  Dept  Stores 
i    322  Ametek 

808.8 
NA 
138.4 
1,169.7 
61.0 

68  !/4-  6%  64% 
24%-14%  23'/4 
44'/2-13%  37V* 
26  !/4-  214  25% 
30'/4-ll'/2  25'/4 

5.65       11.5  0.14 
1.39       16.7  0.72 
4.11        9.1  0.99 
1.05      24.6  0.90 
1.58       16.0  1.14 

0.84  1.3 
1.20  5.2 
1.60  4.3 
0.10  0.4 
1.00  4.0 

21.40  0.33 
13.28  0.57 
35.98  0.97 
5.31  0.21 
9.18  0.36 

I     811  Amfac 

S    526  Amoco 

}    247  AMP 

)    697  Ampco-Pittsburgh 

7    130  AMR 

-13.5 
-15.3t 
98.8 
^»0.7 
350.0 

31%-17'/8  23'/s 
80  -32%  67% 
39'/2-14'/2  34% 
26-%-ll'/2  14 
50%-  8%  40% 

-1.38        def  0.16 
7.63        8.9  0.67 
1.17       29.4  2.26 
0.79       17.7  0.30 
5.98        6.8  0.40 

none  0.0 
3.30  4.9 
0.72  2.1 
0.30  2.1 

none  0.0 

23.89  1.03 
46.14  0.68 
8.57  0.25 
20.13  1.44 
30.86  0.76 

S    825      Amsted  Industries 
»    541      Anchor  Hocking 
i    521      Anderson,  Clayton 

7.2 
43.8 
133.9 

49  -18%  46% 
35%-13%  257/s 
48%- 19%       48 '/4 

2.68       17.3  0.73 
-1.59        def  0.38 
1.16      41.6  0.34 

1.60  3.5 
1.48  5.7 
1.32  2.7 

34.15  0.74 
24.85  0.96 
47.09  0.98 

te.  Except  as  indicated,  price  changes  are  from  Dec.  31,  1980  to  Nov.  22,  1985.    NA  Not  available.    NR:  Not  ranked  due  to  merger,  spinoff,  new  issue  or  conversion 
stock  company  Range  is  for  period  since  such  change    tPrice  change  does  not  reflect  the  value  of  shares  received  in  a  spinoff    def:  Deficit 
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Latest 

Book 

5-year 

1981-85 

12-month 

Price/ 

Price/ 

Indicated 

Book 

value  1 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

recen  U 

o3 

Company 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

price  1 

107 

112 

Anheuser-Busch  Cos 

294.6% 

39%-    9'/4 ' 

36!6 

$2.79 

13.1 

0.75 

$0.80 

2.2% 

$  14.37 

0.39  1 

705 

199 

Anixter  Bros 

10.4 

29-9% 

18V8 

0.96 

19.4 

0.52 

0.28 

1.5 

11.22 

0.60  1 

878 

874 

Apple  Computer 

-44.3 

63'A-  11 

19 

0.99 

19.2 

0.61 

none 

0.0 

7.67 

0.40 

659 

738 

Archer-Daniels 

25.1 

1  A  7/        1  f\}/ 

24 '/s—  llm 

24  Vt 

1. 81 

ii/i 

U.  jU 

n  1  a 

U.  14 

U.o 

1  7  "77 

0.73 

51 

Arden  Group 

729.6 

28-3 

28 

2.74 

10.2 

U.lo 

none 

0.0 

16.27 

0.58 

153 

400 

Arkansas  Best 

232.4 

28%-  6% 

28  Vt 

2.91 

9.7 

0.25 

0.60 

2.1 

15.94 

0.56 

723 

472 

Adda 

5.6 

29%-  12% 

18% 

0.90 

20.8 

0.94 

1.08 

5.8 

9.23 

0.49 

929 

923 

Annco 

-77.0 

41 3/4-  6% 

8% 

-0.43 

def 

0.15 

none 

0.0 

13.99 

1.60 

212 

66 

Armstrong  Rubber 

192.3 

24!/s—  4% 

14% 

1 .52 

9.4 

0.20 

0.48 

3.4 

21 .65 

1.52 

204 

389 

Armstrong  World  Inds 

198.2 

A  O  1  /         1  O  1  / 
43 '/2-    I  OVA 

42  Vi 

4.05 

U.oz 

1  1  n 
l.oU 

3.1 

26.63 

0.63 

822 

772 

Arrow  Electronics 

-23.0 

34   -  7% 

15% 

-0.09 

def 

0.18 

0.20 

1.3 

12.47 

0.79 

174 

241 

Arvin  Industries 

218.3 

21%-  5% 

21'/4 

2.10 

10.1 

0.41 

0.64 

3.0 

13.10 

0.62 

899 

889 

Asarco 

-58.1 

48 '/2-  15% 

18'/s 

-11.65 

def 

0.47 

none 

0.0 

25.63 

1.41 

775 

872 

Ashland  Oil 

-10.8 

aw/      ini  /. 
41%—  ZU'n 

36!/4 

4.12 

0  0 
0.0 

nil 
I).  10 

1.60 

4.4 

30.87 

0.85 

157 

178 

Associated  Dry  Goods 

230.6 

40%-  11% 

40 1/2 

3.04 

13.3 

0.29 

1.40 

3.5 

24.90 

0.61 

766 

750 

Athlone  Industries 

-8.2 

30   -  14% 

20% 

-11.43 

def 

0.21 

1.60 

7.7 

21.09 

1.01 

298 

365 

Atlanta  Gas  Light 

138.7 

36%-  1316 

35  Vi 

3.64 

9.8 

0.24 

2.80 

7.9 

31.77 

0.89 

482 

560 

Atlantic  City  Electric 

82.5 

29%-  15% 

28% 

2.83 

10.2 

0.89 

2.58 

9.0 

24.28 

0.84 

731 

703 

Atlantic  Richfield 

4.9 

67V8-  32'A 

66% 

-0.43 

del 

0.61 

4.00 

6.0 

40.84 

0.61 

327 

300 

Automatic  Data 

127.8 

56J/8 

2.55 

22.1 

1 .90 

0.68 

1.2 

15.54 

0.28 

189 

100 

Avery  International 

207.7 

39%-  916 

35 

2.47 

14.2 

0.76 

0.68 

1.9 

13.70 

0.39 

594 

191 

Avnet 

46.1 

50  -  16% 

33% 

1.02 

33.2 

0.83 

0.50 

1.5 

17.97 

0.53 

808 

908 

Avon  Products 

-19.0 

42%-  17% 

27% 

2.01 

13.7 

0.72 

2.00 

7.2 

14.47 

0.52 

385 

364 

Avondale  Mills 

109.1 

25%—  7!6 

17% 

-1.28 

del 

0.29 

0.80 

4.6 

24.18 

1.39 

579 

702 

AZP  Group 

51.1 

1  O  1  /         1  A\/ 

28  v%-  1416 

26% 

3.56 

7.5 

1.71 

2.72 

10.2 

24.18 

0.91 

135 

NR 

Bairnco 

251.7t 

35 '/z-  7'/g 

25'/2 

2.30 

11.1 

0.49 

0.60 

2.4 

15.13 

0.59 

908 

897 

Baker  International 

-65.3 

49%-  15 

16% 

1.25 

13.5 

0.63 

0.92 

5.5 

14.34 

0.85 

82 

82 

Ball  Corp 

341.0 

32  -  6% 

29% 

2.20 

13.5 

0.62 

0.72 

2.4 

12.97 

0.44 

841 

924 

Bally  Manufacturing 

-29.3 

Ol  \t  111/ 

32%-  11  '/8 

16'/4 

-3.28 

dei 

0.34 

0.20 

1.2 

14.16 

0.87 

277 

401 

Baltimore  G&E 

145.6 

ii/ii/  ("17/ 

24V2—  9% 

24% 

2.66 

9.1 

1.09 

1.70 

7.0 

18.24 

0.75 

185 

187 

Banc  One 

209.5 

25   -  7% 

24% 

2.12 

11.6 

1.22 

0.80 

3.2 

11.68 

0.47 

312 

283 

Bank  of  Boston 

133.2 

55%-  21% 

55% 

10.21 

5.4 

0.31 

2.64 

4.8 

58.75 

1.06 

NR 

NR 

Bank  of  New  England 

NA 

53'/4-  42'/2 

49% 

4.04 

12.3 

0.54 

2.00 

4.0 

22.49 

0.45 

247 

353 

Bank  of  New  York 

159.7 

4yy8—  io  Vi 

45% 

6.43 

7.0 

0.56 

2.28 

5.1 

41.82 

0.93 

63 

NR 

Bank  of  Virginia 

385.7 

33'/4—  6 

29% 

3.33 

8.9 

0.72 

1.12 

3.8 

18.16 

0.61 

891 

887 

BankAmerica 

-51.2 

30%-  12% 

14% 

-1.24 

def 

0.16 

0.80 

5.4 

28.38 

1.92 

325 

174 

Bankers  Trust  NY 

128.0 

75%-  25% 

70% 

10.47 

6.7 

0.49 

2.70 

3.8 

61.02 

0.87 

658 

663 

Barnes  Group 

25.2 

27%-  11  % 

27% 

1.46 

18.8 

0.46 

1.00 

3.7 

18.09 

0.66 

200 

105 

Barnett  Banks  Fla 

200.4 

41%-  12% 

39% 

3.88 

10.1 

0.83 

1.04 

2.6 

21.29 

0.54 

743 

585 

Bausch  &  Lomb 

-1.6 

35%-  16% 

3016 

2.18 

14.0 

1.55 

0.78 

2.6 

1 1.04 

0.36 

722 

704 

Baxter  Travenol  Labs 

5.9 

31%-  11% 

14 

0.22 

63.6 

1.00 

0.37 

2.6 

7.83 

0.56 

140 

183 

BayBanks 

243.2 

62%-  18% 

62% 

7.10 

8.8 

0.67 

2.40 

3.8 

44.27 

0.71 

NR 

NR 

Bear  Stearns  Cos 

NA 

22>/2-  19'/4 

20i/4 

2.89 

7.0 

0.45 

0.60 

3.0 

11.01 

0.54 

608 

NR 

Bearings 

41.6 

41    -  22'/2 

35% 

2.56 

14.0 

0.29 

1.00 

2.8 

33.78 

0.94 

295 

545 

Beatrice 

139.0 

47  —  16% 

46 

4.49 

10.2 

0.39 

1.80 

3.9 

22.82 

0.50 

872 

877 

Becor  Western 

-41.1* 

26!6-  10% 

14% 

0.15 

NM 

0.62 

0.44 

3.0 

11.73 

0.81 

687 

693 

Becton,  Dickinson 

16.3 

61%-  30% 

60% 

4.20 

14.5 

1.07 

1.32 

2.2 

30.05 

0.49 

330 

277 

BeU  &  Howell 

126.4 

37%-  8'/4 

33!/4 

2.99 

11.1 

0.35 

0.62 

1.9 

19.81 

0.60 

NR 

NR 

Bell  Atlantic 

NA 

98%-  65 

98 1/4 

10.68 

9.2 

1.10 

6.80 

6.9 

75.37 

0.77 

NR 

NR 

rJellsoutn 

NA 

44%-  27'/4 

44% 

4.82 

9.3 

1.30 

2.80 

6.3 

31.47 

0.71 

181 

371 

Bemis 

213.0 

43%-  \VA 

421'j 

3.21 

13.2 

0.35 

1.00 

2.4 

26.10 

0.62 

388 

696 

Beneficial  Corp 

108.6 

47  %-  14% 

45% 

3.05 

15.0 

0.48 

2.00 

4.4 

34.00 

0.75 

293 

53 

Bergen  Brunswig 

139.5 

391/2-  IO1/2 

29% 

1.91 

15.4 

0.15 

0.32 

1.1 

12.68 

0.43 

34 

65 

Berkshire  Hathaway 

518.8 

2730-425 

2630 

77.03 

34.1 

3.76 

none 

0.0 

1108.77 

0.42 

692 

840 

Best  Products 

15.6 

26%-  9% 

15'/8 

0.24 

63.0 

0.18 

0.24 

1.6 

15.56 

1.03 

873 

842 

11  1/11/ 

Si    —  14v4 

15V6 

—4.66 

def 

0.16 

none 

0.0 

21.30 

1.37 

190 

86 

Beverly  Enterprises 

206.2 

44%-  9% 

37% 

2.04 

18.3 

0.60 

0.40 

1.1 

16.81 

0.45 

NR 

NR 

Big  Bear 

NA 

19  -  8V4 

18'/4 

2.40 

7.6 

0.14 

none 

0.0 

8.16 

0.45 

801 

769 

Big  Three  Industries 

-16.9 

38  -  15% 

25% 

0.28 

NM 

1.22 

0.80 

3.1 

14.56 

0.57 

124 

227 

Big  V  Supermarkets 

270.3 

16%-  4% 

16V6 

0.96 

17.2 

0.16 

0.40 

2.4 

7.21 

0.44 

NR 

NR 

Bindley  Western  Inds 

NA 

1516-  6% 

8% 

0.79 

11.2 

0.09 

none 

0.0 

5.46 

0.61 

867 

927 

Bird 

-39.7 

21V6-  4% 

9 

-5.26 

def 

0.17 

none 

0.0 

11.03 

1.23 

710 

798 

Black  &  Decker 

9.6 

28%-  12 

2oy8 

-3.11 

def 

0.59 

0.64 

3.2 

13.58 

0.67 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1980  to  Nov.  22,  1985.  NA  Not  available.  NR  Not  ranked  due  to  merger,  spinoff,  new  issue  or  conversi. 
o  stock  company.  Range  is  for  period  since  such  change.    fPrice  change  does  not  reflect  the  value  of  shares  received  in  a  spinoff.    tShares  outstanding  have  declined 

10%  or  more  in  the  last  year.    NM:  Not  meaningful,    def:  Deficit. 
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i  Rank 

j      84  Company 

5-year 

price 

change 

1981-85 

price  Recent 
range  price 

Latest 

12-month  Price/  Price/ 
earnings    earnings  sales 
per  share    ratio  ratio 

Indicated 

annual  Current 
dividend  yield 

Book 

Book  value/ 
value  recent 
(per  share)  price 

6  NR      John  Blair  &  Co 
1 2    135  Blount 

1 6    454  Boeing 
5    720      Boise  Cascade 

7  219  Borden 

153.5% 

53.4 

63.6 

29.7 
269.9 

46'/2-    8'/8      22  Vi 
19%-    5'/4  14 
50 '/2-  10        48 '/s 
51    -  19%  44!/4 
48  Vi-  12'/2  47% 

$-2.70       def  0.19 
1.14      12.3  0.17 
3.38      14.2  0.56 
1.83      24.2  0.32 
3.66      13.0  0.53 

none  0.0% 
$  0.40  2.9 
1.08  2.2 
1.90  4.3 
1.52  3.2 

$  16.03  0.71 
10.56  0.75 
25.33  0.53 
47.95  1.08 
26.28  0.55 

2    225  Borg-Warner 
,  6    793  Borman's 
10    512      Boston  Edison 
|r     NR  Bowater 
p    741      Briggs  &  Stratton 

112.9 
196.3 

94.2 
NA 

16.9 

27%-    9'/4  22% 
13'/4-    2  10 
441/8-  19!/2  41% 
25%-  14%  22% 
37'/4-  22  26% 

1.93      11.8  0.51 
0.61      16.4  0.03 
4.93        8.5  0.54 
2.62        8.7  0.74 
2.15      12.5  0.54 

0.96  4.2 
none  0.0 
3.44  8.2 
0.72  3.2 
1.60  6.0 

17.87  0.79 
8.13  0.81 
33.40  0.80 
12.97  0.57 
19.59  0.73 

8  182  Bristol-Myers 

14    645      Brockway  Inc  (NY) 

9  498      Brooklyn  Union  Gas 
2    533  Brown-Forman 

7    117      Brown  Group 

152.1 
106.3 
98.8 
50.lt 
223.0 

661/2-  22%  63>/2 
29%-  12%  28% 
43%-  19%  42 
451/8-  23'/4  41% 
39%-  10  33% 

3.77      16.8  2.01 
2.08      13.9  0.23 
5.01        8.4  0.43 
3.66      11.3  0.95 
1.55      21.5  0.46 

1.88  3.0 
1.32  4.6 
3.12  7.4 
1.00  2.4 
1.44  4.3 

15.58  0.25 
26.45  0.92 
32.01  0.76 
21.16  0.51 
19.81  0.59 

!  5      99      Browning-Ferris  Inds 
}  4      89  Bruno's 
i  5      34  Brunswick 
1     502      Burlington  Inds 
1 6    106      Burlington  Northern 

270.2 
436.5tt 
433.9 
73.6 
111.7 

591/4-  151/4  58 
161/8-    2'/2  13% 
41%-    6'/2  41% 
43  -  17  31'/4 
69  -  17'/8      68  '/a 

3.03      19.1  1.81 
0.72      19.1  0.58 
4.50       9.2  0.60 
0.44      NM  0.32 
7.63       8.9  0.57 

1.28  2.2 
0.16  1.2 
1.00  2.4 
1.64  5.2 
1.40  2.1 

13.55  0.23 
3.89  0.28 
21.50  0.52 
41.82  1.34 
56.98  0.84 

4     876  Burroughs 

7    500      Business  Men's  Assur 

1    758      Butler  Manufacturing 

0  399  Cabot 

1  917      Caesars  World 

10.4 

92.6 
9.2 
-14.3 
6.0 

68  -  27i/8  59'/2 
291/2-  IO1/4  29'/4 
30%-  18 1/2  29% 
351/2-  16'/s  26'/s 
18'/4-    6%  15% 

5.01      11.9  0.55 
3.56        8.2  0.76 
1.47      20.2  0.33 
-2.70       def  0.60 
1.07      14.6  0.70 

2.60  4.4 
1.04  3.6 
1.32  4.4 
0.92  3.5 
none  0.0 

50.65  0.85 
26.91  0.92 
26.62  0.89 
22.54  0.86 
7.63  0.49 

R     NR  CalFed 

2  715      California  First  Bank 
8    914      Cameron  Iron  Works 

3  253      Campbell  Soup 
1     113      Capital  Cities 

NA 
103.9 
-76.8 
226.6 
261.7 

30  -  11%  24% 
25 1/2-  11 1/2  25 
64  -  11%  14 
53'/2-  13i/8  50% 
228'/2-  56'/2  2121/2 

5.82       4.3  0.22 
2.19      11.4  0.51 
0.32      43.8  0.75 
3.06      16.5  0.82 
10.77      19.7  2.73 

0.48  1.9 
1.08  4.3 
0.12  0.9 
1.32  2.6 
0.20  0.1 

36.99  1.49 
23.52  0.94 
11.30  0.81 
21.39  0.42 
57.08  0.27 

1     284      Capital  Holding 
3     NR  Carlisle 
8    628      Carolina  Power  &  Lt 
1     618      Carpenter  Technology 
6    351       Carson  Pirie  Scott 

193.0 
-26.2 
59.3 
-14.7 
134.9 

27%-    8%  26 
54%-  18 1/2  31 
30%-  16%  28% 
58V4-  28  34 
26 '/2-    7i/8      25 '/4 

2.32      11.2  0.67 
3.23       9.6  0.56 
3.97       7.3  1.10 
2.11      16.1  0.56 
2.65       9.5  0.19 

0.82  3.2 
1.08  3.5 
2.60  9.0 
2.10  6.2 
0.60  2.4 

17.74  0.68 
19.85  0.64 
26.26  0.91 
35.85  1.05 
19.82  0.78 

4    598      Carter  Hawley  Hale 
R     NR      Carteret  S&L 
6    899      Caterpillar  Tractor 
9    888      CBI  Industries 
8    522  CBS 

60.3t 
NA 
-31.7 
-70.1 
141.2 

321/4-  IO1/2  291/4 
16%-    51/4  16 
73'/i-  28%  39% 
63%-  18  %  191/8 
126'/4-  33%  114% 

1.52      19.2  0.14 
2.45        6.5  0.25 
-1.48       def  0.59 
-3.36       def  0.37 
0.16      NM  0.57 

1.22  4.2 
none  0.0 
0.50  1.3 
0.60  3.1 
3.00  2.6 

20.71  0.71 
15.06  0.94 
29.46  0.74 
26.60  1.39 
52.19  0.45 

|4    250      Ceco  Industries 
•  0    444  Celanese 
i  1     525  Centel 

3    595      Centerre  Bancorp 

R     NR  Centex 

151.1 
147.7* 
83.2 
64.2 
NA 

29%-  10        28  'A 
136'/2-  41  'A  136'A 
45 '/2-  23  '/a  44% 
35V2-  15%      33  V* 
26%-  18  25 

2.56      11.0  0.22 
11.97      11.4  0.53 
4.59       9.8  0.92 
3.42       9.7  0.49 
2.32      10.8  0.35 

0.80  2.8 
4.80  3.5 
2.44  5.4 
1.80  5.4 
0.25  1.0 

29.27  1.04 
74.64  0.55 
28.41  0.63 
39.82  1.20 

16.28  0.65 

9    518      Central  &  South  West 
|  5    639      Centra!  Hudson  G&E 
19    578      Central  111  Pub  Svc 
1 9     NR      Central  Maine  Power 
!|  6    534      Central  Steel  &  Wire 

104.9 
60.0 
83.5 
5.1 
49.6 

27  -  12  26% 
311/4-  16  28 
21 1/2-    9%  19'/2 
171/8—    7%  12% 
350  -230  350 

3.56       7.4  0.91 
4.45       6.3           0.66  ' 
1.82      10.7  0.94 
0.06      NM  0.54 
49.13        7.1  0.20 

2.02  7.7 
2.96  10.6 
1.64  8.4 
1.40  10.9 
30.00  8.6 

21.68  0.82 
27.91  1.00 
16.02  0.82 
16.17  1.26 
455.93  1.30 

8    593  CertainTeed 
4    795      Cessna  Aircraft 
l!  1    830      Champion  In 1 1 
(9    814      Champion  Spark  Plug 
1     953  Charter 

114.6 
17.5 
-3.6 
-2.8 

-88.5 

28 '/>-  10  25% 
36!/2-  14  30i/4 
301/4-  11%  23% 
13'/2-    6%  8% 
20%-    1  2'/4 

2.88        8.9  0.44 
1.07      28.3  0.75 

-0.92       def  0.35 
0.57      15.4  0.40 

-3.69       def  0.01 

0.70  2.7 
0.40  1.3 
0.52  2.2 
0.40  4.6 
none  0.0 

22.17  0.86 
17.00  0.56 
25.24  1.07 
9.36  1.07 
-10.32  NE 

4     NR      Charter  Medical 
6    719      Chase  Manhattan 
3    328      Chemical  New  York 
0    436  Chesebrough-Pond's 
9    675  Chevron 

284.6 
32.5 

118.4 
50.7 

-22.9 

29%-    41/2  18% 
64 'A-  31'/4  63% 
441/2-  17%  41% 
471/4-  27  42% 
51%-  23'/i  38% 

1.37      13.4  1.05 
11.86       5.4  0.24 
7.54       5.5  0.35 
3.08      13.8  0.60 
4.03       9.5  0.33 

0.16  0.9 
3.80  6.0 
2.48  6.0 
2.00  4.7 
2.40  6.3 

4.24  0.23 
91.63  1.44 
46.43  1.12 
18.30  0.43 
43.15  1.12 

8    849      Chicago  Pneumatic 
2    918      Chromalloy  American 
4      60  Chrysler 

22.8 
-26.1 
797.4 

29%-  10%  22% 
28 1/4-    7'/2  15% 
45  -    3  43% 

1.61      14.2  0.24 
-0.30       def  0.28 
16.10       2.7  0.24 

0.40  1.7 
none  0.0 
1.00  2.3 

26.64  1.16 
14.61  0.92 
27.22  0.62 

hte:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1980  to  Nov.  22,  1985.    NA:  Not  available.    NR:  Not  ranked  due  to  merger,  spinoff,  new  issue  or  conversion 
j  stock  company.  Range  is  for  period  since  such  change.    ^Shares  outstanding  have  declined  by  10%  or  more  in  the  last  year.    ttFour-year  price  change.    NE:  Negative 
jiuity.    NM:  Not  meaningful    def:  Deficit. 
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Who's  where  in  the  stock  market 


Rank 

85      84  Company 

5-year 

price 

change 

1981-85 

price  Recent 
range  price 

Latest 

12-month  Price/  Price/ 
earnings    earnings  sales 
per  share    ratio  ratio 

Indicated 

annual  Current 
dividend  yield 

Book 

Book  value/ 
value  recent 
(per  share)  price 

195     350  Chubb 

380    405      Church's  Fvied 

(.1%      NIR  ripna 

395    527  CILCorp 

113     NR      Cincinnati  Financial 

204.1% 
110.4 

40.lt* 
106.1 
285.0 

54 1/4-1 3 '/<  '  53% 

20'/4-   8'/2  18'/2 

6314-27  62 
271/4-12%  25»/4 
63  -14'/4      61 'A 

$2.07      25.7  0.70 
1.16      15.9  1.23 
1.94      32.0  0.28 
2.57       9.8  0.69 
3.34      18.3  1.58 

$1.56  2.9% 
0.44  2.4 
2.60  4.2 
2.22  8.8 
1.24  2.0 

$28.39  0.53 
7.04  0.38 
62.66  1.01 
21.64  0.86 
25.78  0.42 

654    815      Cincinnati  G&E 
859    671      Cincinnati  Milacron 
251    231      Circle  K 

5     NR      Circuit  City  Stores 
453    517  Citicorp 

26.2 
-38.5 
157.6 
1,673.2 

90.7 

20  -  8%  19'/4 
46%-15'/8  20 
245/8-  5%  19% 
31   -  1%  245/s 
51%-20%  46!/4 

2.90       6.6  0.60 
-1.79       def  0.68 
1.78      11.1  0.20 
1.86      13.2  0.45 
7.33       6.3  0.27 

2.16  11.2 
0.72  3.6 
0.50  2.5 
0.10  0.4 
2.26  4.9 

20.44  1.06 
13.10  0.66 
8.07  0.41 
8.16  0.33 
45.82  0.99 

331     123      Citizens  &  So  Ga 
97      84      CityFed  Financial 
813    880      Clark  Equipment 
534    695      Cleveland  Electric 
73     148  Clorox 

126.1 
310.5 
-20.3 
64.1 
354.3 

237/s-  7Vt  19'/2 
15%-  1%  10% 
39!4-18  25% 
24!4-13%  24 
46%-  9%  46 

2.37       8.2  0.51 
3.77       2.9  0.14 
-4.27       def  0.39 
3.55       6.8  1.45 
3.40      13.5  1.13 

0.88  4.5 
0.40  3.7 
1.10  4.3 
2.64  11.0 
1.36  3.0 

12.54  0.64 
14.78  1.37 
32.40         1.27  | 
21.51  0.90 
18.37  0.40 

95     161      Cluett,  Peabody 
111     394      CNA  Financial 
769      27  CNW 
101      26      Coachmen  Industries 
669    701      Coastal  Corp 

314.5 
288.3 

-9.6 
300.0 

22.7 

39%-  9'/2  39% 
63%-10'/4  62% 
53%-12%  18% 
39%-  2%  12'/2 
36%-  8'/2      34 '/2 

1.93      20.4  0.33 
2.59      24.0  0.89 
-1.15       def  0.34 
0.74      16.9  0.29 
2.92      11.8  0.15 

1.00  2.5 
none  0.0 
none  0.0 
0.40  3.2 
0.40  1.2 

26.55  0.67 
26.32  0.42 
19.57  1.06 
10.40  0.83 
18.45  0.53 

275    374  Coca-Cola 
65      10      Coleco  Industries 

381    425  Colgate-Palmolive 
30      62      Collins  &  Aikman 

384    601      Colonial  Penn  Group 

146.1 
373.1 
110.3 
554.5 
109.2 

82'A-29%  82'/s 
65  -  3  18% 
33%-137/s  30% 
27%-  4%  27 
341/8-ll1/4  34 

5.06      16.2  1.39 
-2.13       def  0.35 
0.62      49.6  0.47 
2.92       9.2  0.55 
3.12      10.9  0.41 

2.96  3.6 
none  0.0 
1.36  4.4 
0.80  3.0 
1.40  4.1 

21.23  0.26 
0.65  0.03 
14.69  0.48 
13.45  0.50 
23.18  0.68 

221     223      Colt  Industries 
765    832      Columbia  Gas  System 
72     NR      Columbia  S&L 
220    376      Combined  Intl 
864    764      Combustion  Eng 

181.2* 
-8.1 
355.7 
183.7 
-38.9 

65%-20%  635/8 
41'/2-26%  37 
155/s-  2  15% 
50%- 16%  50 
49%-20!/j  28!/2 

7.00       9.1  0.67 
-2.61       def  0.36 
8.29       1.9  0.13 
4.65      10.8  1.21 
-2.55       def  0.36 

2.50  3.9 
3.18  8.6 
none  0.0 
2.16  4.3 
1.00         3.5  • 

17.58  0.28 
41.10  1.11 
19.69  1.28 
25.44  0.51 
24.00  0.84 

116    104  Comdisco 

340    543  Comerica 

539    532      Commercial  Metals 

555    573      Commonwealth  Ed 

417    467      Commonwealth  Energy 

283.4 
121.8 
62.9 
60.0 
99.2 

42   -  4%  227/8 
431/4-17!/2      42 '/4 
27Vs-  7%  19 
32%-17%  29 
30%- 12%  28% 

2.12      10.8  1.05 
4.62       9.1  0.42 
1.42      13.4  0.12 
4.54       6.4  1.10 
4.33        6.6  0.38 

0.20  0.9 
2.20  5.2 
0.36  1.9 
3.00  10.3 
2.52  8.8 

7.00  0.31 
41.61  0.98 
19.53  1.03 
28.69  0.99 
25.88  0.90 

578    851      Computer  Sciences 
923     NR  Computervision 
230      44  ConAgra 
210    243      Consolidated  Edison 
198    267      Consol  Freightways 

52.0 
-73.3 
173.6 
193.5 
202.0 

29%- 11  28% 
52%-  9'/s  10% 
41%- 10%  41'/2 
38  -11%      36  Vi 
37'/8-12%  37 

2.16      13.4  0.51 
-1.53       def  0.63 
2.75      15.1  0.25 
4.36        8.4  0.80 
3.07      12.1  0.51 

none  0.0 
none  0.0 
1.00  2.4 
2.40  6.6 
1.10  3.0 

13.59  0.47 
9.20  0.86 
13.90  0.33 
30.64  0.84 
21.63  0.58 

528     317       Consol  Natural  Gas 
196    206      Consolidated  Papers 
892    940      Consumers  Power 
422    637      Continental  Corp 
NR     NR      Continental  Illinois 

65.0 
203.9 
-52.6 

97.9 
NA 

47%-20  46 
54%-ll%  49 
21%-  4l/s  7% 
4814-20%  47% 
lO'/s-    %  7% 

4.78  9.6  0.57 

4.79  10.2  1.49 
-0.47       def  0.21 

2.02      23.6  0.54 
1.50       5.1  0.12 

2.64  5.7 
1.48  3.0 

none  0.0 
2.60  5.4 

none  0.0 

34.40  0.75 
19.17  0.39 
25.92  3.29 
38.58  0.81 
6.57  0.86 

573    600      Continental  Telecom 
885    604      Control  Data 
932    937      Cook  United 
825    775      Cooper  Industries 
241      23      Cooper  Tire  &  Rubber 

53.2 
-48.2 
-82.4 
-24.2 
165.5 

25%-14%  24V8 
64%-15'/s  18'/4 

9%-    %  1 
55%-19»/4  40% 
22%-  6%  18'/4 

3.12       7.7  0.75 
-6.22       def  0.14 
-4.32       def  2.56 
2.50      16.3  0.65 
1.97       9.3  0.35 

1.80  7.5 
none  0.0 
none  0.0 
1.52  3.7 
0.40  2.2 

17.92  0.74 
46.06  2.52 
-2.63  NE 
26.12  0.64 
16.04  0.88 

690    689      Adolph  Coors 
874    713  Copperweld 
122    167      CoreStates  Financial 
414    688      Corning  Glass  Works 
518    606      CPC  International 

15.9 
-41.5 
272.9 
100.0 

68.7 

29  %-  9%  18% 
31%-  8%  9% 
31'/s-  6%  30% 
59%-19%  59% 
53V*-27%  53!4 

1.31      13.9  0.51 
-2.87       def  0.18 
5.94       5.2  0.88 
2.22      26.9  1.50 
2.99      17.8  0.61 

0.40  2.2 
none  0.0 
1.24  4.0 
1.40  2.3 
.    2.20  4.1 

25.45  1.39 
16.55  1.70 
18  67           0  60 
26.15  0.44 
27.26  0.51 

761     711  Crane 
NR     NR      CrossLand  Savings 
855    936      Crown  Central  Pet 
218    506      Crown  Cork  &  Seal 
802    886      Crown  Zellerbach 

-6.2* 
NA 
-36.0 
184.6* 

-17.5 

43'/8-16%  38 
12%-  8%  12'/2 
30  -  914  17'/2 
83'/2-22%  80% 
53%-15%  40 

3.35      11.3  0.34 
-0.88       def  0.18 
2.28        7.7  0.08 
6.22      13.0  0.60 
-1.81       def  0.35 

1.60  4.2 
none  0.0 
none  0.0 
none  0.0 

1.00  2.5 

72  91          0  60 
19.63  1.57 
29.78  1.70 
43.36  0.54 
37.69  0.94 

508     546  CSX 

24      20  Culbro 
346     193      Cullum  Cos 

74.3 
617.1 
120.7 

28%-121/8  27% 
36%-  5%  36% 
23  -  8Vs  20 

2.73      10.2  0.57 
2.43      15.1  0.16 
1.62      12.3  0.20 

1.16  4.2 
0.80  2.2 
0.50  2.5 

32.73  1.18 
33.15  0.90 
9.74  0.49 

Note:  Except  as  indicated,  prk      ianges  are  from  Dec.  31,  1980  to  Nov.  22,  1985.    NA  Not  available.    NR:  Not  ranked  due  to  merger,  spinoff,  new  issue  or  conversiot 
to  stock  company  Range  is  for  period  since  such  change.    *Shares  outstanding  have  declined  by  10%  or  more  in  the  last  vear.    **Three-vear  price  change.    ME:  Negativi 
equity    def:  Deficit. 
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In  the  beginning  was  the  Word . . . 

St.  John's  characterization  of 
Christ  as  the  Word  in  The  Last 
Gospel  signifies,  among  other 
things,  the  importance  of  com- 
municating the  values  that 
Jesus  represented. 

Today  those  dedicated  to  the 
Catholic  health  care  ministry 
continue  to  espouse  these  values 
through  their  respect  for  life, 
caring  for  the  whole  person,  con- 
cern for  the  poor  and  the  elderly, 
and  commitment  to  excellence. 

We  also  believe  these  values 
must  be  communicated  to 

i  A  TRADITION  OF... 

CARING 
BY 
THE 
WORD 


everyone  involved  in  health  care  because  they 
are  societal  not  just  religious  or  sectarian 
values.  This  communication  is  especially 
necessary  at  a  time  when  providers,  patients, 
and  payers  alike  seem  to  be  focusing  on  the 
dollar  costs  of  health  care  rather  than  the 
human  needs. 

But  words  alone  are  not  enough  if  we  are 
going  to  arrive  at  a  solution  to  the  health 
care  cost  dilemmas  that  will  be  both  equi- 
table and  lasting.  That  is  why  The  Catholic 
Health  Association  developed  the  concept  of 
a  National  Council  on  Access  to  Health  Care. 
If  enacted  into  law,  this  Council  will  provide 
the  public  forum  so  badly  needed  to  enable 
our  nation  to  address  its  health  care  dilemmas. 


623  hospitals,  292  nursing  homes,  52  multi-institutional  systems,  14  dioceses,  and 
278  sponsoring  religious  orders.  We're  the  Catholic  health  care  ministry  and . . . 

WE'RE  MAKING  A  DIFFERENCE! 


The  Catholic  Health  Association 

OF  THE  UNITED  STATES 

4455  Woodson  Rd„  St.  Louis,  MO  63134,  (314)  427-2500 


Who's  where  in  the  stock  market 


Rank 

85      84  Company 

5-year 

price 

change 

1981-85 

price  Recent 
range  price 

Latest 

12-month  Price/  Price/ 
earnings    earnings  sales 
per  share    ratio  ratio 

Indicated 

annual  Current 
dividend  yield 

Bo 

Book  val 
value  rec 
(per  share)  pri 

321    217      Cummins  Engine 
144    181  Curtice-Burns 
375    447  Cyclops 
NR     NR      Cyprus  Minerals 
455    514  Dana 

129.8% 
241.1 
112.2 
NA 
90.4 

88'/2-25'/8  69'/2 
31V«-  7  23% 
52'/4-13%  52 
16  -11  15'/4 
33%-14W  27W 

$  7.67       9.1  0.30 
2.57       9.3  0.14 
6.31       8.2  0.15 
-2.19       def  0.63 
3.27       8.3  0.41 

$  2.20  3.2% 
0.92  3.9 
1.10  2.1 
none  0.0 
1.28  4.7 

$68.62  0.9i 
17.17  0.7 
48.25  0.9 
42.99         2. 8 
21.73  0.8 

231     330      Dart  &  Kraft 
644    318      Data  General 
NR     90S  Datapoint 
591     667  Dayco 
105     121  Dayton-Hudson 

172.4* 
29.8 
NA 
47.8 

298.0 

42   -14>/4  39!/2 
76  -lO'/s  42% 
5%-  4  53/s 
22  -  6'/4  17 
451/4-10%  43'/2 

3.10      12.7  0.58 
0.92      46.5  0.87 
-2.61       def  0.20 
1.94      8.8  0.14 
2.88      15.1  0.49 

1.56  3.9 
none  0.0 
none  0.0 
0.24  1.4 
0.82  1.9 

18.09  0.41 
24.32  0.5: 
17.48  3.21 
23.05  1.3| 
17.90  0.4i 

527    737      Dayton  Power  &  Lt 

58      13      Dean  Foods 
876    852  Deere 
886    860      DeKalb  AgResearch 
NR     NR  Delchamps 

65.3 
397.5 
-41.7 
-48.3 
NA 

20%-ll>/8  195/8 

405/s-  65/s  39'/4 
48  -22  28 
51 1/2- 12'/.  26% 
20'/4-10%  17% 

2.43       8.1  0.79 
2.22      17.7  0.53 
0.67      41.8  0.46 
1.62      16.5  0.57 
1.38      13.0  0.19 

2.00  10.2 
0.56  1.4 
1.00  3.6 
0.72  2.7 
0.28  1.6 

19.06  0.9 
9.40  0.21 
33.78  1.2 
30.42  1.1. 
9.61  o.a 

343    453      Delmarva  Power  &  Lt 
656    329      Delta  Air  Lines 
169    149      Deluxe  Check 
398    341      Dennison  Mfg 
229    155  DeSoto 

121.3 
25.9 
221.5 
105.0 
174.0* 

26%-10'/2  26 
52%-22%  37'/8 
44%-  6  43 
28%- 10%  23% 
377/s-l  l'/4  341/4 

2.73       9.5  1.11 
5.73       6.5  0.32 
2.33      18.5  2.50 
1.76      13.5  0.54 
3.06      11.2  0.40 

1.92  7.4 
1.00  2.7 
1.04  2.4 
1.20  5.1 
1.40  4.1 

17.70  0.6 
32.21  0.8) 
6.97  0.1 
14.94  0.6i 
24.17  0.7' 

601     657      Detroit  Edison 
671     462  Dexter 
477    807  DiGiorgio 
897    903      Diamond  Shamrock 
62      38      Dibrell  Brothers 

43.7 
22.6 
85.2 
-56.2 
386.4 

177/8-107/8  155/8 

29'/s-l  1  23% 
18%-  7%      17  Vs 
395/8-147/s  15'/2 
27  -  4%  241/2 

2.29       6.8  0.82 
1.76      13.4  0.62 
0.14      NM  0.10 
-4.97       def  0.46 
2.89       8.5  0.28 

1.68  10.7 
0.80  3.4 
0.64  3.7 
1.00  6.5 
0.80  3.3 

16.88  l.Oi 
12.96  0.5. 
16.27  0.9! 
20.51  1.3 
17.73  0.7! 

662    519      Digital  Equipment 
4       2      Dillard  Dept  Stores 
452    622      Walt  Disney 
324    476      Diversified  Energies 
393    387      Dominion  Resources 

24.6 
1,998.6 

91.0 
128.2 
106.5 

1321/8-61%  118% 
38  '/s-  1%  35% 
98'/i-43%  977/s 
28  Vi-  8 1/2      21 '/4 
34i/8-15'/4      32 '/a 

6.17      19.2  1.02 
2.02      17.7  0.71 
5.15      19.0  1.59 
1.32      16.1  0.23 
3.60       8.9  1.06 

none  0.0 
0.10  0.3 
1.20  1.2 
1.40  6.6 
2.84  8.8 

76.87  0.6; 
10.20  0.2J 
34.26  0.31 
18.46  0.8' 
28.65  0.8' 

160    116      RR  Donnelley 

391     344  Dorsey 

674     272  Dover 

679    817      Dow  Chemical 

226      67      Dow  Jones 

229.3 
106.9* 
21.5 
19.8 
177.9 

61%- 15 1/4  58'/4 
445/8-16  37'/2 
42'/2-17%      38 '/s 
39  -195/s  38i/2 
57  -14%  42% 

3.74      15.6  1.13 
2.72      13.8  0.19 
2.65      14.4  0.93 
2.29      16.8  0.65 
2.05      20.7  2.68 

1.16  2.0 
1.20  3.2 
0.88  2.3 
1.80  4.7 
0.78  1.8 

20.87  0.3( 
24.14  0.6< 
15.77  0.4 
26.63  0.6! 
7.86  0.1' 

893    904  Dravo 
907    858      Dresser  Industries 
576    691      EI  du  Pont 
472    455      Duke  Power 
225    152      Dun  &  Bradstreet 

-53.3 
-63.8 
52.1 
87.6 
179.4 

31%-  9:/4  14% 
54%-12V4  19% 
64V2-30  63% 
35%-15%  34 
83'/>-26%  795/s 

-0.94       def  0.23 
1.18      16.4  0.36 

3.79  16.9  0.45 

3.80  8.9  1.20 
3.75      21.2  2.31 

0.50  3.4 
0.80  4.1 
3.00  4.7 
2.60  7.6 
2.20  2.8 

14.23  0.9< 
24.90  1.2! 
50.06  0.7! 
27.80  0.8! 
16.12  0.2J 

627    707      Duquesne  Light 

842     658  DWG 

726    822  Dynalectron 

291     127      E-Sy  stems 

617    705      Eagle-Picher  Inds 

35.7 
-30.3 
5.4 
140.0 

38.5 

19  -11%  171/8 

35/8-  l'/2  1% 

17%-  5%  14% 
44%-  9%  30 
28 '/.-  9%  27 

2.20        7.8  1.38 
-0.13       def  0.02 
1.26      11.6  0.21 
1.99      15.1  0.98 
2.71      10.0  0.40 

2.06  12.0 
none  0.0 
0.27  1.8 
0.50  1.7 
1.04  3.9 

16.27  0.9: 
4.73  2.91 

10.80  0.7< 
9.63  0.33 

25.06  0.9. 

513    670  Easco 
806    902      Eastern  Air  Lines 
792    646      Eastern  Gas  &  Fuel 
727    489      Eastman  Kodak 
367    321  Eaton 

73.3 
-18.6 
-14.9 
5.4 
114.9 

23'/2-10'/2  18% 
13'/»-  3'/2  6 
30  -14'/4  24% 
65%-40'/8  49 
61 '/2-22%      6 1'/4 

-7.60       def  0.34 
1.06       5.7  0.07 

-3.69       def  0.45 
3.19      15.4  1.05 
7.33       8.4  0.56 

none  0.0 
none  0.0 
1.30  5.2 
2.20  4.5 
1.40  2.3 

14.87  0.8C 
2.95  0.4! 
22.16  0.8! 
30.58  0.6! 
36.42  0.5S 

437    449  Echlin 

625    520      Jack  Eckerd 

486    774      Economics  Laboratory 

NR     NR      Edison  Bros  Stores 

499     169  EG&G 

94.6 
36.4 
80.6 
NA 
76.5* 

151/2-  5         13  % 
34%- 17%  30 
37%-16  37'/4 
33%-^l  33% 
43  -I41/2      3  8  Vi 

1.10      12.2  0.72 
-0.22       def  0.43 
3.00      12.4  0.68 
2.16      15.3  0.40 
1.97      19.5           0.92  • 

0.44  3.3 
1.04  3.5 
1.04  2.8 
1.60  4.8 
0.52  1.4 

6.28  0.4' 
14.49  0.4* 
17.17  0.4( 
27.88  0.84 

5.59  O.i; 

400    323      Emerson  Electric 
714    740      Emery  Air  Freight 
332    304  Emhart 
755    684  Engelhard 
844    803  Enserch 

104.8 
7.4 
125.6 
-4.1tt 
-30.8 

781/.-36  74% 
26%-  7  16% 
33'/8-ll%  30'/4 
44%-17  23% 
35'/8-15%      23  Vs 

5.43      13.8  1.19 
1.18      13.8  0.36 
2.96      10.2  0.48 
1.83      12.7  0.28 
0.05      NM  0.38 

2.76  3.7 
0.50  3.1 
1.40  4.6 
0.72  3.1 
1.60  6.9 

27.27  0.3£ 
8.80  0.5' 
19.17  0.6c 
17.87  0.7; 
17.99  0.7f 

649     717  Entex 

53     102  Equifax 
590     788       Equitable  of  Iowa 

28.5 
408.4 
48.4 

24'/4-10i/8  19% 
35  Vi-  6%  35% 
29^-13'/2  23% 

1.60      12.3  0.47 
1.68      21.1  0.69 
1.59      14.9  0.31 

1.36  6.9 
1.24  3.5 
1.28  5.4 

14.12  U./J 

8.34  0.2* 
36.64  1.51 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1980  to  Nov.  22,  1985.    NA:  Not  available.    NR:  Not  ranked 
to  stock  company.  Range  is  for  period  since  such  change.    JShares  outstanding  have  declined  bv  10%  or  more  in  the 
meaningful,    def:  Deficit. 

due  to  merger,  spinoff, 
last  year  ttFour-year 

lew  issue  or  conver 
price  change  NM: 
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The  New 

Tandy  3000 

The  difference  is  power 
♦  ♦♦and  affordability. 


Introducing  the  Tandy  3000  per- 
sonal computer,  the  affordable  alter- 
native to  the  IBM®  PC/AT.  Here's  the 
(power  you  need  to  manage  your 
business,  to  network  computers,  or 
fjto  create  a  multiuser  system. 

Unmatched  Compatibility 

The  Tandy  3000  uses  the  advanced 
jjMS-DOS  3.1  operating  system.  And 
since  the  Tandy  3000  is  compatible 
iwith  programs  designed  for  the 
PC/AT  as  well  as  the  PC/XT,  it  cuts 
through  today's  software  confusion. 
IChoose  from  literally  thousands  of 
[powerful  applications. 

Power  to  Share 

The  Tandy  3000  is  designed  to  use 
the  forthcoming  XENIX  5.0  multi- 
user operating  system.  Two  to  six 
people  can  share  the  30()0's  high 


speed  and  storage  from 
low-cost  data  terminals. 
The  Tandy  3000  is  network 
ready,  too. 

High -Performance  Design 

The  Tandy  3000  (25-4001,  $2599) 
operates  at  twice  the  speed  of  the  in- 
dustry standard,  has  512K  of  main 
memory  (expandable  to  640K  on  the 
main  board),  a  high-capacity  floppy 
disk  drive,  a  serial/parallel  adapter 
and  ten  expansion  slots. 

Or  choose  the  Tandv  3000  HD 
(25-4010,  $3599)  with  a  built-in  20- 
megabyte  hard  disk  drive  for  fast  ac- 
cess to  volumes  of  data. 

The  Tandy  3000  has  the  power  to 
put  you  in  command.  Ask  for  a  dem- 
onstration at  your  nearest  Radio 
Shack  Computer  Center. 


Available  at  over  1200 
Radio  Shack  Computer  Centers  and  at 
participating  Radio  Shack  stores  and  dealers. 

Radio  /hack 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 


Send  me  a  Tandy  3000  brochure. 

Dept.  86-A-530,  300  One  Tandy  Center 
Fort  Worth,  Texas  76102 


Address . 


Company . 
City  


State . 


-Zip. 


Phone . 


Prices  apply  at  Radio  Shack  Computer  Centers  and  at  participating  stores  and  dealers  Monitor  and  MS-DOS  sold  separately  IBM/Registered  TM  International  Business  Machines  Corp  MS  and  XENIX/TM  Microsoft  Corp. 


Who's  where  in  the  stock  market 


Rank 

85      84  Company 

5*ye£r 

price 

change 

1981-85 

price  Recent 
range  price 

Latest 

12-month  Price/  Price/ 
earnings    earnings  sales 
per  share    ratio  ratio 

Indicated 

annual  Cunent 
dividend  yield 

Book 

Book  value 
value  recent 
(per  share)  price 

463     NR      Equitable  Resources 
NR     NR      Esselte  Business  Sys 

1 flA       1A1  F-iht/l 

luo  tmyi 

946    948      Evans  Products 

494    571  Ex-Cell-O 

89.0% 
NA 
296.3t 
-93.9 

77.3 

50'/2-12'/2  '  42% 
24'/7-12%  23% 
27  -  4'/2  26% 
24 '/s-  1  l'/s 
44%- 18 1/4  44% 

$4.38       9.7  1.16 
1.55      15.3  0.74 
1.65      16.3  1.10 

-5.84       def  0.01 
3.89      11.5  0.57 

$1.72  4.0% 
0.44  1.9 
0.60  2.2 

none  0.0 
1.72  3.9 

$26.62  0.62 
11.77  0.50 

11.26  0.42 
7.64  6.79 

32.27  0.72 

640    473  Exxon 

916    850      Fairchiid  Industries 

777       /,  i  r           Cfiriri  Unnco  Frtnrlc 

/3/     ojj       raxiii  nouoic  ruuua 
261     373      Fanners  Group 
491     398      Federal  Co 

31.2 
-69.2 
3.0t 
151.6 

77.8 

55%-24%  527/8 
33%-  8%  10 
6%-  25/8  4'/g 
70!/4-25'/4  70'/s 
46%- 16%  46 

5.83       9.1  0.46 
-15.11       def  0.16 
0.37      11.1  0.03 
5.14      13.6  2.47 
4.49      10.2  0.30 

3.60  6.8 
0.20  2.0 
none  0.0 
1.76  2.5 
2.08  4.5 

36.84  0.70 
20.20  2.02 
3.81  0.92 
30.96  0.44 
30.11  0.65 

300    160      Federal  Express 
509    291  Federal-Mogul 

686    536      Federal  Paper  Board 
292    386      Federated  Dept  Strs 

137.9 
73.8 

110.5 
16.3 

139.9 

53'/2-20%  52% 
39  -18  36'/i 
30V8-  6%  25 
27  -  87/s  17% 
69  -28%  68% 

2.09      25.2  1.13 
3.35      10.9  0.55 
-0.23       def  0.18 
1.03      17.4  0.32 
6.86      10.0  0.33 

none  0.0 
1.60  4.4 
0.16  0.6 
0.70  3.9 
2.54  3.7 

17.27  0.33 
24.23  0.66 
18.35  0.73 
15.09  0.84 
52.26  0.76 

620    698  Feno 

74      69  Fidelcor 
624     665        Fieldcrest  Mills 
478    271       Figgie  IntI 
552    164      Finl  Corp  of  America 

37.9 
354.0 
36.6 
84.3 
60.4* 

39%- 18 1/2      29 '/s 
34%-  7%  32% 
39  -17'/8  34'/2 
38%-12%  38% 
32%-  3%  7 

1.90      15.3  0.30 
4.09       8.0  0.52 
1.11      31.1  0.24 
4.30       8.9  0.30 
-15.18       def  0.08 

1.20  4.1 
1.32  4.0 
1.00  2.9 
0.68  1.8 
none  0.0 

28.13  0.97 
24.20  0.74 
44.49  1.29 
31.65  0.83 
1.59  0.23 

NR     NR      Fireman's  Fund 
454    348  Firestone 

52        37        First  Atlanta 

412    575      First  Bank  System 
30      11      First  Boston 

NA 
90.5* 
415.4 
100.7 
554.5 

32'/2-25%  32 
23%-  8%  20 
28%-  51/2  28% 
43  -13%  39% 
47%-  5'/4  45 

-1.48       def  0.64 
1.35      14.8  0.21 
2.78      10.3  0.90 
5.49        7.3  0.44 
4.09      11.0  0.52 

0.30  0.9 
0.80  4.0 
0.68  2.4 
1.60  4.0 
1.00  2.2 

23.23  0.73 
28.48  1.42 
12.48  0.44 
37.08  0.93 
18.57  0.41 

544    597      First  Chicago 
896    841      First  City  Bancorp 
98      19      First  Executive 
NR     NR      First  Federal  Mich 
170    244      First  Fidelity  Bncp 

61.6 
-54.5 
308.4 
NA 
220.8 

28  -13'/2  25'/. 
411/4-10%  12 
18%-  3'/i  17 
19%-  5%  16% 
62%- 19        62  '/4 

2.73       9.2  0.27 
0.91      13.2  0.21 
1.24      13.7  0.26 
4.78       3.5  0.15 
7.07       8.8  0.71 

1.32  5.2 
0.60  5.0 
none  0.0 
none  0.0 
3.12  5.0 

34.12  1.35 

23.56  1.96 
11.61  0.68 

22.57  1.34 
47.50  0.76 

600    631      First  Interstate 

61     NR      First  of  America  Bank 
585    896      First  Pennsylvania 
672    779      First  Security 
164     NR      First  Tennessee  Natl 

43.8 
389.0 
50.0 
22.5 
226.5 

55%-21%  51% 
42!/i-  8%  42% 
8 1/2-  2%  6% 
27%-14'/s  24'/2 
28%-  7%  27% 

6.65        7.8  0.43 
5.24       8.1  0.64 
-0.16       def  0.27 
1.50      16.3  0.51 
3.01       9.2  0.70 

2.50  4.8 
1.40  3.3 
none  0.0 
1.10  4.5 
1.12  4.0 

50.62  0.98 
27.51  0.65 
14.11  2.09 
28.68  1.17 
18.21  0.66 

128      97      First  Union 
255    469      First  Wisconsin 
786    550  Fischbach 
520    726      Fisher  Foods 
117    119      Fleet  Financial 

269.6 
153.7 
-14.1 
67.2 
281.1 

44%- 11  %      42  Vi 
39  -IC/2  39 
55 1/2—23 1/2  28% 
14%-  7'/s  12% 
43  -  9%  37% 

5.04       8.4  0.95 
4.06       9.6  0.55 
-0  95         def             0  1 7 
0.05      NM  0.11 
4.53        8.3  0.81 

1.24  2.9 
1.30  3.3 

UUllVi  \J-\s 

0.05  0.4 
1.44  3.8 

25.01  0.59 
34.22  0.88 
45  93           1  60 
13.78  1.08 
23.72  0.63 

49      31      Fleetwood  Enterprises 
186      87      Fleming  Cos 
NR     NR      Florida  Federal  S&L 
146     NR      Florida  Natl  Banks 
347    442      Florida  Progress 

425.7 
208.7 
NA 
239.3 
120.2 

41%-  4'/8  23 
40%-ll%  39% 

41%-12'/s  41 
30'/s-12%  30 

2.14      10.7  0.43 
2.87      13.9  0.13 

7.14        5.7  0.81 
3.46        8.7  0.91 

0.44  1.9 
1.00  2.5 
0  20         1  1 
0.80  2.0 
2.28  7.6 

11.10  0.48 
17.72  0.45 

31  fid            |  M 

23.74  0.58 
20.03  0.67 

47      30      Flowers  Industries 
924    895  Fluor 
336     264  FMC 

41      72      Food  Lion 
101    434      Foodarama  Supermkts 

430.4 

-73.8 

124.6* 

452.2 

300.0 

22      3%  22 
61%-11%  15% 

79    -OVA  fiS'/i 

20%-  3'/2  20'/4 
14%-  3  12'/2 

1.13      19.5  0.80 
-1.00       def  0.30 
1  no      22  o           n  C4 

0.84      24.1  0.62 
2.36       5.3  0.04 

0.46  2.1 
0.40  2.5 
i  in        "X  i 

0.07  0.3 
none  0.0 

6.18  0.28 
21.49  1.36 

3.08  0.15 
16.62  1.33 

96    269      Ford  Motor 
151     198      Fort  Howard  Paper 
921     912      LB  Foster 
889    800      Foster  Wheeler 
857    673  Foxboro 

313.5 

233.6 

-71.9tt 

-51.0 

-36.7 

55%-10'/2  55'/s 
50'/2-12%  46'/2 
171/2-  4  4 
25%-  9%  12 
47'/2-21'/2  24% 

13.56       4.1  0.20 
2.40      19.4  2.15 
n  1 9      11 1  nil 

0.96      12.5  0.34 
0.01      NM  0.56 

2.80  5.1 
0.92  2.0 
n  in         i  c 

0.44  3.7 
none  0.0 

53.11  0.96 
13.29  0.29 
7             i  on 

11.15  0.93 
23.64  0.96 

NR     NR  FoxMeyer 

436    396      FPL  Group 

863    893  Freeport-McMoRan 

529    599      Fremont  General 

542    685      Frontier  Holdings 

NA 
95.2 
-38.8 
65.0 
62.5 

iqa/a  9fi  Tci/, 
28%-ll%  25'/2 
40%-12'/4  20% 
33%-  5'/2      24 Vi 
28%-  8'/t  24 

1  C7         1  A  1                  fl  1  Q 

3.29       7.8  0.72 
1.79      11.6  1.79 
14.35       1.7  0.48 
2.67       9.0  0.46 

none  u.u 
1.96  7.7 
0.60  2.9 
0.48  2.0 
none  0.0 

1  A  Zl                f\  AC 

20.15  0.79 
10.22  0.49 
12.64  0.52 
13.53  0.56 

616    616  Fruehauf 
59    126      Fuqua  Industries 
136    215  GAF 

38.7 
396.6 
250.5 

33%-10%  23 
39%-  6%  36 
48  -  8%  46% 

3.75       6.1  0.17 
3.33      10.8  0.38 
3.09      15.2  1.12 

0.70  3.0 
0.40  1.1 
0.20  0.4 

27.26  1.19 
18.63  0.52 
12.33  0.26 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1980  to  Nov.  22,  1985.   NA  Not  available.    NR:  Not  ranked 
to  stock  company.  Range  is  for  period  since  such  change.    tShares  outstanding  have  declined  by  10%  or  more  in  the 
meaningful,    def:  Deficit. 

due  to  merger,  spinoff,  i 
last  year,    tt  Four-year 

lew  issue  or  conversic 
Drice  change.    NM:  N< 
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Latest 

Book 

5-year 

1981-85 

12-month 

Price/ 

Price/ 

Indicated 

Book 

value/ 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

recent 

84 

Company 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

price 

> 

287 

Gannett 

\Afy  70/ 

\A    1  O.V. 

00V8—  lyv4 

COI/, 

oyvs 

$3. 10 

ly.  1 

2.20 

1  HQ 
M.OB 

1  00/ 

1.0  la 

n  t  a 

) 

64 

Gap 

ooo.Z 

T  OA/.       0  ]  /. 
Mo"/i—  OY4 

28  V» 

0.64 

43.9 

0.84 

0.36 

l  .3 

TAT 

/At 

0.27 

} 

752 

Gates  Leariet 

-59.6 

27%-  7% 

9V* 

-1.69 

def 

0.34 

none 

0.0 

9.40 

1.02 

J 

835 

GATX 

-16.8 

41%-20% 

30% 

-3.73 

def 

0.54 

1.20 

3.9 

28.36 

0.92 

7 

NR 

Gearhart  Industries 

-86.9 

56%-  7% 

7% 

0.30 

24.6 

0.28 

none 

0.0 

14.69 

1.99 

I 

29 

• 

Geico 

AA7  ft 

44/. U 

oLr/4— 14*78 

on 

4.Z/ 

18.7 

1.27 

1 .00 

i  1 
1.6 

IT  yl  fl 

22. 4U 

U.28 

J 

845 

Gelco 

—41.3 

10       i  13/ 
oZ    —  love 

lo'/s 

l.Oo 

ll.l 

U./O 

U.30 

1  i 
o.i 

1  C  11 
lO.  Zi 

n  oo 

U.oy 

419 

GenCotp 

274.7 

65  -16% 

63% 

1.76 

36.2 

0.48 

1.50 

2.4 

41.56 

0.65 

J 

58 

General  Cinema 

537.7 

41%-  6% 

4VA 

3.26 

12.7 

1.58 

0.50 

1.2 

9.46 

0.23 

j 

270 

General  Dynamics 

61.4* 

84  -18% 

69 

9.29 

7.4 

0.37 

1.00 

1.4 

24.58 

0.36 

s 

252 

.  . 

General  Electric 

1 13.1 

££3/,    0  C 1/-. 
DOT*- Zo  72 

00  78 

CIO 
3. 1Z 

IOO 

iz.y 

1  .uy 

0  10 

Z.oz 

1  C 

O.D 

0  7  A/1 
Z/  .04 

n  /i  0 
U.4Z 

142 

General  Host 

ft 

1  Q3/.      3 1/, 
1  yv4—   O  72 

iy/2 

c  nc 

1  0 
o.y 

n  ac 
U.Oo 

n  in 

1  c 
1.3 

i  0  n7 
1Z.U/ 

n  ao 
U.Oz 

J 

647 

General  Instrument 

-47.2 

667/s- 123/4 

16% 

-1.18 

def 

0.58 

0.25 

1.5 

19.01 

1.16 

t 

302 

General  Mills 

154.6t 

687/s-263/4 

68% 

-1.73 

def 

0.70 

2.24 

3.3 

23.03 

0.33 

s 

494 

General  Motors 

56.4 

85  -337/8 

70% 

10.95 

6.4 

0.24 

5.00 

7.1 

75.95 

1.08 

> 

612 

Lrenerai  ruoiic  utus 

<%<"t{\  ft 

1A1/,  17/, 
10  78—  0/8 

1  £ 
lO 

1  Q7 

Q  1 

r\  ic 

none 

n  n 
U.U 

oa  nc 

1  A1 
1  .Oa 

) 

212 

General  Re 

Z/'J.Z. 

i  nn5/o  0  c3/« 

1UU/8— Zj74 

OOl  A 

yy  74 

U.00 

iNivl 

0  1A 
Z.oO 

1  CA 

1  A 

1 .0 

in  ii 
0V.00 

nil 

U.o  1 

} 

829 

General  Refractories 

5.3 

14'/4-  2% 

10 

0.46 

21.7 

0.13 

none 

0.0 

4.03 

0.40 

I 

648 

General  Signal 

-1.7 

54  -28 

44 

3.64 

12.1 

0.70 

1.80 

4.1 

31.53 

0.72 

I 

499 

Genesco 

-40.9 

11  'A-  2% 

3'/4 

-0.83 

def 

0.09 

none 

0.0 

5.40 

1.66 

) 

306 

Genuine  Parts 

1A         1  71/. 

00    —  1  /  /4 

oo'/s 

Til 

Z.ol 

1  A  1 
14.o 

fi  70 

lis 
l.lo 

1  A 
O.O 

1 0  on 
iz.yu 

n  10 
u.oy 

) 

949 

GEO  international 

DO    J  +  + 

-00.4TT 

/I  /ll/  1 

40  72—  0 

J/8 

—  L.oo 

aer 

Ci  1 0 

u.  iy 

none 

n  n 
U.U 

0  1 0 
y.iy 

0  17 

Z.o  { 

) 

813 

Georgia-Pacific 

-2.0 

323/8-131/4 

24  Vi 

0.25 

NM 

0.37 

0.80 

3.3 

20.58 

0.84 

i 

230 

Gerber  Products 

236.4 

41V8-103/4 

40 

2.60 

15.4 

0.85 

1.32 

3.3 

17.24 

0.43 

[ 

54 

Giant  Food 

848.5 

267/s-  25/s 

26% 

1.71 

15.7 

0.37 

0.50 

1.9 

7.68 

0.29 

5 

854 

Gibraltar  Financial 

/.O 

Id    —  2Pm 

0  78 

Z.ZU 

a  n 
4.U 

f\  \  A 
U.  14 

none 

n  n 

U.U 

1 0  m 

Iz.Uo 

l  1A 
1  .OO 

> 

746 

liinorfl-rilii 

91  A 

07  in 

z 1    —  lu 

iy  /4 

u.uz 

MM 
IN  iVl 

n  10 

n  co 

U.jZ 

0  A 

z.o 

0 1  /in 

lift 
1.1" 

! 

292 

Gillette 

151.4 

70%-27 

70% 

5.12 

13.7 

0.93 

2.60 

3.7 

25.66 

0.36 

t 

NR 

Glendale  Federal  S&L 

NA 

15  -  6% 

14% 

2.53 

5.8 

0.21 

0.20 

1.4 

31.74 

2.15 

7 

910 

Global  Marine 

-95.8 

36  >/2-  l'/8 

IV2 

-6.54 

def 

0.12 

none 

0.0 

12.47 

8.31 

I 

461 

Lroarrey 

OO." 

0  1  A7/o 
Z 1     —   O  78 

iy 

L  .4o 

1  1  1 

n  nft 

n  co 

0  7 

z.  / 

1  1  Oft 
1  i  .70 

U.DO 

/ 

402 

(joiden  west  rini 

1  OA  1 

171/.     a  ya 
Z 1  74—  0  78 

ZO  /4 

A  17 

0. 1 

n  ai 
u.00 

n  i  a 

n  a 
u.o 

1  n  1  a 

lU.iD 

I 

563 

BF  Goodrich 

33.2 

43%-16% 

33  Vi 

-15.87 

def 

0.23 

1.56 

4.7 

48.25 

1.46 

7 

334 

Goodyear 

80.5 

36%-15% 

28% 

4.05 

7.1 

0.32 

1.60 

5.5 

29.78 

1.03 

1 

633 

Gordon  Jewelry 

89.6 

22%-  9'/4 

181/8 

0.72 

25.2 

0.42 

0.52 

2.9 

22.55 

1.24 

1 

802 

IxOUlu 

24. U 

A  "33/.    1  O 
4ov4—  1  y 

1 1  5/o 

1  AO 

— o.4y 

ucl 

l  m 

n  Aft 

U.OO 

Z.  1 

1 0  <;q 

0  62 

J 

751 

WK  Grace 

OA  "7 
—JO./ 

J7  /8— ZcS 72 

4U  78 

lift 
0.10 

1 1  0 

n  Oft 

0  an 

Z.oU 

O.O 

to.u  / 

1  in 

{ 

505 

WW  Grainger 

97.9 

34% 

2.44 

14.0 

0.89 

0.68 

2.0 

16.08 

0.47 

I 

NR 

Gt  Am  First  Savings 

NA 

211/2-  SVs 

20 

2.77 

7.2 

0.29 

0.48 

2.4 

27.67 

1.38 

332 

Great  A&P  Tea 

259.6 

20  -  3'/2 

18% 

1.54 

12.3 

0.11 

0.40 

2.1 

15.48 

0.82 

479 

Gt  Northern  Nekoosa 

t>U.U 

/111/.    1  03/o 
4a  74—  1 7/8 

1ft  7/ 
00/8 

0  10 
L.OL 

1  A  ft 

n  ci 

U.J  1 

1  ^ 

l.JZ 

37  80 

0.97 

) 

735 

Gt  Western  Financial 

£  1  1 
Ol.l 

1 1  l/i  OlA 

01/2—  y /2 

7  A 
f  .*+ 

n  ^a 

1  nn 

1  .uu 

3.3 

25.78 

0.86 

466 

Greyhound 

120.8 

32%-12% 

30% 

2.44 

12.6 

0.58 

1.32 

4.3 

23.72 

0.77 

> 

220 

Grumman 

132.0 

36%-10% 

32% 

2.83 

11.5 

0.31 

1.00 

3.1 

18.99 

0.58 

I 

555 

GTE 

58.3 

48%-24% 

43% 

5.10 

8.5 

0.59 

3.16 

7.3 

35.82 

0.83 

; 

357 

Guli  &  Western  Inds 

189.0 

A£.\A  111/. 
40  74—  1  1  74 

/I  £7/Q 
40/8 

aii 
0.01 

1  1  O 

LO.  y 

n  on 

o  0. 
z.u 

/.y .  1  j 

0  64 

» 

722 

/"nit  ClnVnr  TTt.lc 

Guli  Mates  utus 

ft  A 
8.0 

1  aia  i  n 

1 0  /2 —  1 U 

12% 

2.24 

5.6 

0.69 

1.64 

13.0 

15.79 

1.25 

t 

859 

Halliburton 

-66.8 

84V2-21 

27% 

0.36 

NM 

0.61 

1.80 

6.5 

31.19 

1.12 

i 

274 

Hammermill  Paper 

93.1 

42%- 14% 

34% 

2.61 

13.3 

0.29 

1.36 

3.9 

30.75 

0.88 

790 

Handy  &  Harman 

-38.8 

34!/2-121/4 

17% 

0.74 

24.0 

0.43 

0.66 

3.7 

9.75 

0.55 

32 

Hannaford  Bros 

— ~zr~ — 

672.1 

O  77/  '23/ 
Z/78—  Oj/8 

1  77/ 

Z/  78 

1  .oy 

1  A  C 
lO. D 

U.o  1 

U.JU 

x  .0 

8  94 

0.32 

> 

222 

Hanover  Insurance 

242. 0 

C13/o    1  03/q 
D lv8— !Zv8 

^  1  l/o 
Dl  78 

u.yo 

Jj.u 

0.62 

0.56 

1.1 

31.95 

0.62 

195 

Harcourt  Brace 

279.3 

68%-12!/2 

64% 

4.34 

14.8 

0.79 

1.00 

1.6 

22.27 

0.35 

875 

Harnischfeger 

-25.0 

23'/4-  5% 

lOVi 

0.35 

30.0 

0.29 

none 

0.0 

11.36 

1.08 

' 

828 

Harris  Corp 

-49.2 

60'/4-20% 

26% 

1.69 

15.7 

0.46 

0.88 

3.3 

21.56 

0.81 

I 

511 

91.1 

32'/s-14% 

32% 

3.09 

10.4 

0.48 

1.38 

4.3 

21.79 

0.68 

I 

NR 

Hartford  National 

176.0 

34%-12% 

34% 

4.13 

8.4 

0.86 

1.72 

5.0 

22.44 

0.65 

1 

96 

Hartmarx 

273.7 

39%-  9% 

35  '/2 

3.37 

10.5 

0.40 

1.28 

3.6 

24.36 

0.69 

1 

311 

Harvey  Hubbell 

147.5 

25 '/4-  8% 

24% 

1.83 

13.5 

1.18 

0.76 

3.1 

10.31 

0.42 

1 

NR 

Hasbro 

3,182.0 

39V2-  % 

35% 

3.43 

10.3 

0.73 

0.15 

0.4 

11.78 

0.33 

438 

Hawaiian  Electric 

114.2 

25%-10'/t 

22% 

2.33 

9.7 

0.56 

1.72 

7.6 

20.04 

0.89 

; 

661 

Heck's 

28.8 

19%-  8l/2 

12% 

-0.82 

def 

0.23 

0.28 

2.2 

11.06 

0.86 

458 

G  Heileman  Brewing 

72.0 

44  -  9% 

19% 

1.63 

11.7 

0.43 

0.50 

2.6 

10.21 

0.53 

te:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1980  to  Nov.  22,  1985.    NA:  Not  available.    NR:  Not  ranked  due  to  merger,  spinoff,  new  issue  or  conversion 
stock  company.  Range  is  for  period  since  such  change    tPrice  change  does  not  reflect  the  value  of  shares  received  in  a  spinoff.    ^Shares  outstanding  have  declined  by 
or  more  in  the  last  year.    ttFour-year  price  change.    NM:  Not  meaningful,    def:  Deficit. 
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Who's  where  in  the  stock  market 


Rank 

85      84  Company 

5-year 

price 

change 

1981-85 

price  Recent 
range  price 

Latest 

12-month  Price/  Price/ 
earnings     earnings  sales 
per  share    ratio  ratio 

Indicated 

annual  Current 
dividend  yield 

Book 

Book  value 
value  receni 
(per  share)  price 

88     110      HJ  Heinz 
407     445  Hercules 

78     115      Hershey  Foods 
564    248  Hewlett-Packard 
213     NR      Hillenbrand  Inds 

330.7% 
102.0 
348.9 
57.0 
190.8 

34V*-  7% '    33 % 
43%-16%  38% 
53%-ll%  52% 
48'/4-18        35  '/s 
26%-  7%  23% 

$1.99      16.8  1.12 
2.80      13.7  0.81 
3.55      14.9  0.84 
1.91      18.4  1.39 
1.84      12.8  0.91 

$0.90  2.7% 
1.60  4.2 
1.50  2.8 
0.22  0.6 
0.54  2.3 

$  8.97  0.27 
25.57  0.67 
21.09  0.40 
13.82  0.39 
12.09  0.51 

557    414      Hilton  Hotels 

397     246  Holiday 

633    906      Holly  Corp 

NR     NR      Home  Federal  S&L 

NR     NR      Home  Group 

59.5 
105.1 

33.6 
NA 
NA 

73%- 27%  67% 
59  -21'/s  55% 
20%-  47/s  20% 
27'/s-ll%  25% 
27%-15%  25% 

4.64      14.5  2.49 
4.66      11.9  0.83 
2.78        7.3  0.19 
2.93       8.6  0.45 
-6.16       def  0.49 

1.80  2.7 
1.00  1.8 
0.24  1.2 
none  0.0 
none  0.0 

24.00  0.36 
28.99  0.52 
14.74  0.72 
30.40  1.20 
22.59  0.87 

673    559  Honeywell 
145     295  Hoover 
178    428      George  A  Horrm-1 
651     176      Hospital  Corp 
279    383      Household  Intl 

21.7 
240.6 
213.9 

27.7 
145.4 

69%-29%  68 
44%-  8%  43 
24%-  7  24% 
56%- 18%  34% 
41%-14%  39% 

4.06      16.7  0.49 
2.63      16.3  0.79 
1.68      14.4  0.31 
3.79       9.1  0.79 
3.91      10.2  0.24 

2.00  2.9 
1.20  2.8 
0.56  2.3 
0.60  1.7 
1.81  4.5 

50.97  0.75 
15.38  0.36 
14.75  0.61 
21.23  0.61 
28.86         0.72  ; 

588    732      Houston  Industries 
922    911      Hughes  Tool 
467      83  Humana 
120    218      Huntington  Bcshs 
512      56      EF  Hutton  Group 

49.4 
-73.1 

88.3 
274.3 

73.4 

29%- 16%  28% 
48'/4-12  13 
36%- 12%  28 
26%-  6'/2  26% 
53%-15%  36% 

4.29       6.6  0.74 
0.26      50.0  0.56 
2.19      12.8  1.24 
2.62      10.0  0.78 
2.15      17.0  0.31 

2.64  9.3 
0.48  3.7 
0.76  2.7 
0.84  3.2 
0.88  2.4 

24.95  0.88 
17.21         1.32  ; 
7.67  0.27 
16.29  0.62 
24.61  0.67 

304    265      IC  Industries 

7     NR  ICH 
931     881      Ideal  Basic  Inds 
500     508       Idle  Wild  Foods 
612    669      Illinois  Power 

137.3 
1,280.3 

-81.0 
76.5 
40.6 

38%-12%  36% 
55%-  3%  52% 
36%-  4%  5 
32'/2-15l/4  30 
27'/2-16%  25'/8 

2.41  15.2  0.42 
4.67      11.3  0.59 

-10.61       def  0.21 

4.42  6.8  0.06 
3.48       7.2  1.30 

1.44  3.9 
0.13  0.2 
none  0.0 
0.80  2.7 
2.64  10.5 

30.36  0.83 
14.90  0.28 
22.49  4.50 
34.87  1.16 
23.74  0.94 

262    258      Illinois  Tool  Works 
784    894      Imperial  Corp  of  Am 
865     921  Into 
837     847  Ingersoll-Rand 
805    871      Inland  Steel 

151.5 

-13.8tt 

-39.2 

-27.4 

-18.4 

36%-12%  31% 
17-5/8-  4%  10% 
23%-  7%  12% 
80  -35  %  54% 
36  -18%  22% 

2.29      13.9  1.34 
0.25      40.5  0.15 
0.33      37.5  0.81 
3.32      16.4  0.42 
-^.95       def  0.19 

0.72  2.3 
none  0.0 
0.20  1.6 
2.60  4.8 
none  0.0 

15.06  0.47 
13.55  1.34 
9.38  0.76 
47.34  0.87 
41.83  1.84 

683     339  Insilco 

NR     NR      Inspiration  Resources 

607    440  Intel 

596     515  Interco 

904    901  InterFirst 

17.5 
NA 
41.6 
44.8 
-59.7 

24%- 10%      20 '/i 
15%-  3%  4% 
49!/2-10%      28 1/2 
85  -35%  69% 
32%-  9  10 

1.60      12.7  0.49 
-2.61       def  0.27 
0.34      NM  2.24 
3.98      17.4  0.39 
0.91      11.0  0.30 

1.00  4.9 
none  0.0 
none  0.0 
3.08  4.5 
0.60  6.0 

15.15  0.75 
9.33  2.02 
11.95  0.42 
67.98  0.98 
17.30  1.73 

480    439  Interlake 

396     346  IBM 

565    586      Intl  Flavors  &  Frags 

918    945      Intl  Harvester 

861     789      Intl  Minerals  &  Chem 

83.4 
105.5 

56.6 
-69.8 
-38.7 

53%-22%  51% 
140%-48%  139% 
38%- 17%  35% 
26%-  2%  7% 
66%-23%  40% 

5.36       9.5  0.34 
9.86      14.1  1.81 
1.84      19.4  2.72 
-3.67       def  0.14 
3.41      11.8  0.69 

2.60  5.1 
4.40  3.2 
1.16  3.3 
none  0.0 
2.60  6.5 

59.13  1.16 
43.23  0.31 
9.56  0.27 
1.96  0.25 
39.98         1.00  ; 

354     524       Intl  Multifoods 
695     583       International  Paper 
708    591  InterNorth 
253    290      Interpublic  Group 
123    345      Interstate  Bakeries 

118.1 
14.0 

9.8 
155.4 
272.5 

43 '/.-1 7  ^  40% 
60  -32%  47% 
54%-21  47% 
43%- 12%  39% 
24%-  5%  23% 

3.39      12.0  0.26 
-0.26       def  0.52 
4.49      10.6  0.19 
2.98      13.3  0.67 
0.98      24.2  0.16 

1.76  4.3 
2.40  5.0 
2.48  5.2 
1.08  2.7 
none  0.0 

27.62  0.68 
66.04  1.38 
34.61  0.73 
16.27  0.41 
14.31  0.60 

382     486       Iowa-Illinois  G&E 
597    610      Iowa  Resources 
471     482      Ipalco  Enterprises 
530    388      Irving  Bank 
701     754  ITT 

110.2 
44.4 

87.8 
64.6 
12.1 

35   -15%  33% 
37%- 19%  33% 
40  -18  36% 
40%- 16%  39 
47%-21%  33% 

4.21        8.0  0.78 
3.27      10.3  0.79 
3.76       9.7  1.46 
5.73        6.8  0.34 
2.78      12.1  0.38 

2.74  8.1 
3.08  9.1 
3.04  8.4 
1.96  5.0 
1.00  3.0 

27.05  0.80 
29.89  0.89 
28.46  0.78 
45.28  1.16 
40.07  1.19 

809    553      IU  International 
130      81      James  River  Corp  Va 
NR     NR      Jefferson  Smurfit 
182    335  Jefferson-Pilot 
459    221  Jerrico 

-19.3 
262.2 
NA 
212.7 
89.5 

30%- 10%  14% 
42%-  9%  37% 
27  -15  23% 
53%-14%  52% 
23%-12%  23% 

-1.83        def  0.15 
3.19      11.8  0.51 
2.12      11.0  0.34 
5.85       9.0  1.54 
1.46      16.1  0.71 

0.60  4.2 
0.56  1.5 
0.40  1.7 
1.52  2.9 
0.16  0.7 

12.83  0.91 
20.16  0.54 
11.90  0.51 
37.05  0.70 
12.76  0.54 

531    674      Jim  Walter 
603    630      Johnson  &  Johnson 
541     613      Johnson  Controls 
675    490      Earle  M  Jorgensen 
313     NR  Jostens 

64.6 
43.2 
62.5 
20.9 

133.1 

39%- 12%  39% 
51%-28  47% 
49%-17%  48% 
31%-18%  24% 
27%-  9%  26% 

5.11       7.7  0.36 

3.25  14.7  1.38 
4.80      10.2  0.51 

1.26  19.5  0.53 
1.78      15.1  1.09 

1.40  3.5 
1.30  2.7 
2.00  4.1 
1.00  4.1 
0.88  3.3 

41.38  1.05 
16.04  0.34 
32.64  0.67 
26.02  1.06 
9.18  0.34 

858    655      Joy  Manufacturing 
517     NR       J WT  Group 
439    549      K  mart 

-37.0 
69.4 
94.5 

42%-19  23% 
35%-  9%  30% 
41%-15%  34% 

0.83      28.2  0.52 
1.75      17.4  0.51 
3.21      10.8  0.19 

1.40  6.0 
1.12  3.7 
1.40  4.0 

25.01  1.07 
12.54  0.41 
25.87  0.74 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1980  to  Nov.  22.  1985.    NA:  Not  available.    NR:  Not  ranked 
to  stock  company.  Range  is  for  period  since  such  change:    ttFour-year  price  change.    NM:  Not  meaningful,    def:  Defk 

due  to  merger,  spinoff, 
it. 

lew  issue  or  conversic 

236 


FORBES,  JANUARY  13,  1986 


Rank 

84  Company 

5-year 

price 

change 

1981-85 

price  Recent 
range  price 

Latest 

12-month  Price/  Price/ 
earnings    earnings  sales 
per  share    ratio  ratio 

Indicated 

annual  Current 
dividend  yield 

Book 

Book  value/ 
value  recent 
(per  share)  price 

i    863      Kaiser  Alum  &  Chem 

!      93  Kaman 

t    928      Kaneb  Services 

i    602      Kansas  City  P&L 

>     NR      Kansas  City  Southern 

-26.9% 
286.8 
-76.1 
66.7 
117.5 

27'/2-ll'/2  16% 
26%-  5Vt  24% 
34%-  7%  8'/s 
24%-13  22% 
74%-20%  52% 

$-1.87       def  0.30 
1.72      14.2  0.48 
0.32      25.4  0.83 
4.79       4.7  1.17 
6.13       8.6  1.12 

none  0.0% 
$0.44  1.8 
0.40  4.9 
2.36  10.5 
1.08  2.0 

$25.39  1.53 
9.79  0.40 
10.14  1.25 
25.29  1.12 
39.06  0.74 

i    340      Kansas  Power  &  Light 
I    416      Kaufman  &  Broad 
f    692  Kay 
t    307  Kellogg 
)    177  Kellwood 

127.9 
35.4 
^13.3 
242.6t 
390.8* 

41%-16'/8  38% 
251-4-  6%  16'/4 
23%-  7%  13'/2 
72  -17%  69% 
23%-  4%  23% 

4.49  8.6  0.49 
2.53       6.4  0.23 

1.50  9.0  0.08 
4.34      16.0  1.50 
2.73  .     8.5  0.23 

2.96  7.6 
0.40  2.5 
0.20  1.5 
1.84  2.7 
0.68  2.9 

29.25  0.75 
17.48  1.08 
9.38  0.69 
7.91  0.11 
16.59  0.71 

)    175      Kelly  Services 
)    562  Kemper 

>  617      Kentucky  Utilities 
[    642      Kerr  Glass  Mfg 

>  809  Kerr-McGee 

361.5 
97.0 
79.2 
24.7 

-10.4 

40  -  7Vi  40 
64%-23  64% 
29%- 14%  28 
21'/4-  9'/s  12 
43%-22%  35% 

1.93      20.7  0.77 
3.12      20.8  0.40 
2.95       9.5  0.98 
-0.75       def  0.17 
1.40      25.3  0.55 

0.60  1.5 
1.80  2.8 
2.44  8.7 
0.44  3.7 
1.10  3.1 

6.72  0.17 
52.53  0.81 
23.42  0.84 
14.59  1.22 
32.97  0.93 

f     NR  KeyCorp 

I    480  Kidde 

1    249  Kimberly-Clark 

I     NR      KN  Energy 

>    285  Knight-Ridder 

246.9 
50.2 

146.5 
NA 

170.8 

33-8  32% 
37%-17  33% 
66%-26%  65% 
17  -13'/2  16% 
40%-13%  37% 

3.79       8.5  0.75 
3.58       9.5  0.30 
5.82      11.3  0.76 
1.67       9.7  0.34 
2.19      17.2  1.23 

1.30  4.0 
1.20  3.5 
2.32  3.5 
1.48  9.1 
0.76  2.0 

22.18  0.68 
29.86  0.88 
34.40  0.52 
14.40  0.89 
14.17  0.38 

*    865  Koppers 

5    316  Kroger 

i    234      Laclede  Gas 

t     NR  Lafarge 

)    354      Lear  Siegler 

-24.5 
116.1 
130.7 
NA 
22.7 

27%-ll'/4  18% 
48%-19'/4  47 
29%-  8'/4  27'/4 
12%-  6%  7% 
57%-20>/s  49V4 

-0.11       def  0.29 
4.03      11.7  0.13 
3.28        8.3  0.39 
0.03      NM  0.30 
5.14       9.6  0.38 

0.80  4.2 
2.00  4.3 
1.90  7.0 
0.20  2.7 
2.00  4.1 

19.82  1.05 
25.48  0.54 
18.24  0.67 
9.51  1.27 
34.06  0.69 

>    649      Leaseway  Transport 
I    343  Libbey-Owens-Ford 
I    404      Life  Investors 
t    756      Eli  Lilly 
1        1  Limited 

12.7 
97.8 
171.5 
55.7 
2,074.7 

47%-23%      33  >/4 
50%- 19%      45 '/4 
48   -16%      47  >/4 
100%-45%  99'/4 
31%-  1%  30'/4 

2.21      15.0  0.26 
5.85        7.7  0.33 
3.75      12.6  0.55 
7.23      13.7  2.14 
1.02      29.7  1.78 

1.50  4.5 
1.40  3.1 
0.24  0.5 
3.20  3.2 
0.16  0.5 

25.31  0.76 
41.36  0.91 
35.06  0.74 
31.04  0.31 
2.31  0.08 

7    379      Lincoln  National 
i    836      Liquid  Air 
i    475      Litton  Industries 
1      78  Lockheed 
i      88  Loews 

153.2 
-14.3 
-3.6 
338.8 
352.5 

54%-l6%  50% 
29%-14%  25% 
93%-^4%  80% 
58  -  8%  49 
541/8-  93/4  50 

4.04      12.5  0.45 
2.36      10.8  0.60 
7.27      11.1  0.47 
5.79       8.5  0.34 
6.75        7.4  0.69 

2.00  4.0 
1.60  6.3 
none  0.0 
0.80  1.6 
1.00  2.0 

36.39  0.72 
21.77  0.85 
34.17  0.42 
17.82  0.36 
24.63  0.49 

)    837      Lone  Star  Industries 
1    909      Long  Island  Lighting 

>  482      Longs  Drug  Stores 
t    856      Longview  Fibre 

>  NR  Loral 

0.4 
-48.2 

88.1 
-18.3 

60.7 

37'A-17%  32'/4 
18  -  3%  7'/4 
31'/8-12%  29% 
40  -14%  25% 
3714-1 1'/2  34% 

5.00       6.5  0.45 
3.71        2.0  0.39 
1.93      15.4  0.44 
1.48      17.4  0.61 
1.97      17.6  1.45 

1.90  5.9 
none  0.0 
0.72  2.4 
1.40  5.4 
0.52  1.5 

33.65  1.04 
22.04  3.04 
12.23  0.41 
18.70  0.73 
11.14  0.32 

t     NR      Louisiana  Land 
)    763  Louisiana-Pacific 
7    579      Louisville  G&E 
7      98      Lowe's  Cos 
7    623  LTV 

NA* 
6.3 
74.4 
203.0 
-69.7t 

38   -22 '/4  36% 
34%-12%  22 
32%-16  29 
32%-  6'/4  22% 
26'/g-  5%  6% 

3.39      10.8  0.87 
0.59      37.3  0.63 
3.42       8.5  0.82 
1.68      13.6  0.44 
-12.05       def  0.06 

1.00  2.7 
0.80  3.6 
2.52  8.7 
0.36  1.6 
none  0.0 

21.31  0.58 
21.07  0.96 
24.36  0.84 
9.42  0.41 
13.68  2.23 

)    843  Lubrizol 
?    728      Lucky  Stores 
1    812  Lukens 
1    416  M/A-Com 
t     NR      Mack  Trucks 

-33.3 
68.6 
15.7 

-58.8 
NA 

35%- 14 'A  22 
25%-12'/4  25% 
17'/2-  8%  14% 
35'/2-ll%  13% 
22%-  9'/s  10'/2 

1.54      14.3  1.00 
2.11      12.1  0.14 
0.94      15.7  0.18 
0.92      14.4  0.68 
-1.42       def  0.15 

1.16  5.3 
1.16  4.5 
0.48  3.3 
0.24  1.8 
none  0.0 

12.13  0.55 
12.04  0.47 
24.36  1.65 
9.85  0.74 
19.12  1.82 

>     132  Macmillan 

)      95      RH  Macy 

7      73      Magic  Chef 

)    143      Manhattan  Industries 

$    781       Manufacturers  Hanover 

463.2 
328.8 
582.9 
151.8 
24.4 

38%-  5%  36% 
65'/4-13%  60% 
54%-  7%  54% 
24%-  5%  14% 
51   -22 '/2  40% 

1.84      20.0  1.32 
3.69      16.5  0.71 
5.45      10.0  0.50 
-3.50       def  0.13 
8.22       5.0  0.19 

0.55  1.5 
1.16  1.9 
1.12  2.1 
0.20  1.4 
3.20  7.9 

9.07  0.25 
25.45  0.42 
29.77  0.54 
16.68  1.13 
64.35  1.58 

J    393      Manufacturers  Natl 

)    938  ManvUle 

)    869  Mapco 

1     554       Marine  Midland  Banks 

I      57  Marriott 

244.4 
-77.8 
-15.0 
100.7 
219.5 

38%-  7  38% 
26'/2-  4'/4  5'/2 
44%-20'A  36% 
38'/2-13%      35 '/s 
105'/4-29%  104% 

4.44       8.7  0.64 
-3.03       def  0.07 
4.40       8.2  0.55 
4.72        7.4  0.27 
5.87      17.8  0.69 

1.24  3.2 
none  0.0 
1.00  2.8 
1.80  5.1 
0.64  0.6 

31.20  0.81 
34.73  6.31 
24.72  0.68 
52.88  1.51 
26.22  0.25 

9    496      Marsh  &  McLennan 
i    101      Marsh  Supermarkets 
i    289      Martin  Marietta 

130.5 
134.6 
60.3 

81   -29%      79  % 
20%-  6%  15% 
44%-  9%  34% 

4.19      18.9  2.25 
1.46      10.4  0.09 
4.07       8.5  0.47 

2.70  3.4 
0.52  3.4 
1.00  2.9 

10.21  0.13 

12.75  0.84 

10.76  0.31 

te:  Except  as  indicated,  price  changes  are  from  Dec  31,  1980  to  Nov.  22,  1985.    NA:  Not  available.    NR:  Not  ranked  due  to  merger,  spinoff,  new  issue  or  conversion 
stock  company.  Range  is  for  period  since  such  change.    fPrice  change  does  not  reflect  the  value  of  shares  received  in  a  spinoff.    tShares  outstanding  have  declined  by 
or  more  in  the  last  year.    NM:  Not  meaningful,    def:  Deficit. 
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Who's  where  in  the  stock  market 


Rank 

85      84  Company 

5-year 

price 

change 

1981-85 

price  Recent 
range  price 

Latest 

12-month  Price/  Price/ 
earnings    earnings  sales 
per  share    ratio  ratio 

Indicated 

annual  Current 
dividend  yield 

Book 

Book  valut 
value  recec 
(per  share)  price 

152     185       Maryland  National 
289    278  Masco 
NR     NR       Masco  Industries 
856    939  Massey-Ferguson 
696    465  Mattel 

233.0% 
141.2t 

NA 
-36.5 

14.0 

37%-  9W  34% 
37%-13%  36% 
26%-  5%  19% 
6%-  1%  2% 
31%-  4%  12'/4 

$3.83        8.9  0.71 
2.23      16.4  2.34 
1.36      14.5  0.70 

-0.23       def  0.18 
1.11      1 1.0  0.40 

$1.00  2.9% 
0.64  1.7 
none  0.0 
none  0.0 
none  0.0 

$22.71  0.67 
13.21  0.36 
6.55  0.33 
-1.13  NE 
1.44  0.12 

159    208      May  Dept  Stores 

216    360  Maytag 

158     495  A1CA 

431     431  McCormick 

890    785      McDermott  Inti 

230.4 
188.7 
230.5 
96.6 
-51.2 

60%- 15%  58% 
73%-22%  70 
54%- 12%  52% 
38%-16%  36% 
41%- 14%  20 

5.17      11.3  0.50 
5.24      13.4  1.40 
1.59      33.2  1.99 
2.22      16.4  0.52 
-0.19       def  0.23 

1.88  3.2 
3.55  5.1 
0.68  1.3 
0.88  2.4 
1.80  9.0 

29.93  0.51 
16.87  0.24 
16.74  0.32 
20.01  0.55 
32.57  1.63 

147     179  McDonald's 

598    358      McDonnell  Douglas 

426     154  McGraw-Hill 

179      33      MCI  Communications 

535    493  McKesson 

239.2 
44.3 
97.3 

213.3 
63.9 

75'/8-21'/2      73  Vi 
87  -22%      71 'A 
537/8-19%  45% 
28 '/2-  2%  10% 
517/s-29  515/8 

4.82      15.2  1.76 
8,52       8.4  0.26 
2.92      15.6  1.56 
0.50      20.8  1.04 
3.76      13.7  0.19 

0.90  1.2 
1.84  2.6 
1.40  3.1 
none  0.0 
2.40  4.6 

21.94  0.30 
58.55  0.82 
13.85  0.30 
5.11  0.49 
30.15  0.58 

NR     NR      McLean  industries 

794    634  MCorp 

569    557  Mead 

214    236      Media  General 

100      18  MEI 

NA 
-15.2 
54.8 
190.3 
306.7 

15%-  7%  87/e 
36%-165/s  20 
44%-13%  40'/4 
86%-29%  855/s 
42'/2-  9%  38'/s 

-0.33       def  0.30 
3.13        6.4  0.38 
3.35      12.0  0.46 
4.78      17.9  1.06 
2.49      15.3  0.81 

none  0.0 
1.40  7.0 
1.20  3.0 
1.16  1.4 
0.50  1.3 

8.77  0.99 
25.01  1.25 
31.44  0.78 
39.84  0.47 
12.19  0.32 

563    470      Mellon  Bank 
217    163  Melville 
337    349      Mercantile  Bancorp 
55      90      Mercantile  Stores 
589    677  Merck 

57.9 
187.1 
123.6 
405.5 

48.5 

56%-27%  50% 
50%- 17%  49% 
39%-16%  39% 
75%- 13%  68% 
126  -64  125% 

7.09        7.1  0.41 
3.67      13.6  0.58 
4.93       8.0  0.64 
6.03      11.4  0.57 
7.25      17.4  2.55 

2.68  5.3 
1.44  2.9 
1.92  4.9 
1.30  1.9 
3.60  2.9 

56.29  1.12 
18.06  0.36 
38.09  0.96 
40.33  0.59 
35.29  0.28 

129      48  Meredith 

NR     NR      Meridian  Bancorp 

490     147       Merrill  Lynch 

374    539      MGM  Grand  Hotels 

232    611       MGM/UA  Entertainment 

264.4 
NA 
79.1 
112.5 
172.0 

80  -15%  66% 
40%-18%  39% 
56%-10%  33% 
18%-  5%  17 
27  -  5  25% 

5.11      13.0  1.32 
4.65       8.6  0.76 
1.95      17.1  0.50 
0.50      34.0  1.09 
-2.33       def  1.93 

1.00  1.5 
1.80  4.5 
0.80  2.4 
0.44  2.6 
0  20  0.8 

27.96  0.42 
26.91  0.67 
21.64  0.65 
-0.30  NE 
7.86  0.31 

377    783      Michigan  National 
435    568  MidCon 
795    761      Middle  South  Utils 
838    882  Midland-Ross 
99     188      Midlantic  Banks 

111.3 
95.5tt 
-15.2 
-28.4 
306.8 

32  -  9%  31% 
62%-19%  53% 
16%-  8%  9% 
29%-ll%  17 
42%-  9%  42% 

2.36      13.3  0.50 
-2.81       def  0.40 

2.58       3.8  0.62 
-3.22       def  0.32 

4.64       9.1  1.02 

0.60  1.9 
2.44  4.5 
none  0.0 
1.00  5.9 
1.24  2.9 

28.84  0.92 
38.49  0.72 
18.36  1.88 
12.91  0.76 
24.27  0.57 

134     NR      Herman  Miller 
610    457      Minn  Mining  &  Mfg 

6     NR  Minstar 
933    931      Mission  Insurance 
905     529      Mitchell  Energy 

255.1 
40.7 
1,670.8 
-83.3 
-61.1 

27%-  4%  21% 
90%-48  83 
27%-    %  23% 
41    -  1%  3% 
42%-  9%  15% 

1.65      13.2  1.06 
5.92      14.0  1.22 
0.98      23.7  0.49 
-15.13       def  0.09 
0.49     31.1  0.86 

0.44  2.0 
3.50  4.2 
none  0.0 
none  0.0 
0.24  1.6 

6.89  0.32 
32.80  0.40 
7.27  0.31 
0.71  0.19 
11.31  0.74 

814     753  Mobil 

209    235  Mohasco 

205     NR      Monarch  Capital 

40    232      Monfort  of  Colorado 
643     501  Monsanto 

-21.0 
194.1 
197.1 
460.0 
30.8 

41%-19%  31% 
33%-  9%  30% 
53%- 17  52 
25%-  4  24% 
58%-28%  44% 

2.20      14.5  0.24 
2.63      11.7  0.25 
3.55      14.6  0.42 
3.31        7.4  0.07 
3.69      12.2  0.52 

2.20  6.9 
0.48  1.6 
none  0.0 
0.45  1.8 
2.50  5.6 

33.42  1.05 
32.60  1.06 
35.36  0.68 
18.21  0.74 
46.42  1.03 

734    643      Montana  Power 

485    507      Moore  Corp 

829    866      Moore  McCormack 

338    456       JP  Morgan 

745    411  Morrison-Knudsen 

4.2 
80.7 
-25.0 
122.8 
-1.9 

36%- J  6%  30% 
21%-  8%  20% 
39%- 11%  25% 
57%-22%  57% 
47  -15%  44% 

2.63      11.7  1.19 
1.58      13.1  0.91 
1.88      13.4  0.39 
7.81       7.4  0.75 
4.11      10.8  0.22 

2.00  6.5 
0.72  3.5 
1.04  4.1 
2.45  4.3 
0.70  1.6 

26.88  0.87 
8.97  0.43 
38.58  1.53 
41.71  0.73 
35.37  0.79 

757     565       Morse  Shoe 
92    202      Morton  Thiokol 

593    313  Motorola 
89      59  Munford 

854     755      Murphy  Oil 

^».5 
319.2 

46.4 
330.4 
-36.0 

39%- 10  21% 
38  -  8%  36% 
50  -16%  35% 
26%-  3%  18% 
51%-15%  32 

1.48      14.4  0.22 
4.06       9.0  0.93 
1.30      27.4  0.77 
1.51      12.4  0.16 
2.34      13.7  0.52 

0.80  3.8 
0.70  1.9 
0.64  1.8 
0.54  2.9 
1.00  3.1 

24.03  1.13 
15.00  0.41 
19.18  0.54 
14.18  0.76 
27.61  0.86 

756    552      Nalco  Chemical 
149    338      Nash  Finch 
689    810  Nashua 
361     686      National  City 
222      71      Natl  Convenience 

-4.3 
236.1 

16.1 
116.7 

181.2 

37  -18  24% 
30%-  8%  30% 
30%-  8%  28 
50%-15%  49% 
18%-  3%  10% 

1.85      13.4  1.46 
2.36      12.8  0.12 
3.12       9.0  0.22 
6.34        7.7  0.55 
0.51      20.6  0.25 

1.20  4.8 
1.01  3.3 
none  0.0 
2.25  4.6 
0.36  3.4 

9.00  0.36 
19.68  0.65 
26.25  0.94 
38.39  0.78 

4.10  0.39 

657    806      National  Distillers 
408    268      Nations!  Fuei  Gas 
199    443  National 

25.4 
102.0 
201.7 

35%- 18%  33% 
30%-ll%  28 
46  -10%  44 

1.42      23.5  0.53 
3.80       7.4  0.34 
5.24       8.4  0.59 

2.20  6.6 
2.08  7.4 
1.52  3.5 

29.91  0.90 
25.19  0.90 
23.67  0.54 

Note:  Except  as  indicated,  price   hanges  are  from  Dec.  31,  1980  to  Nov  22,  1985.    NA  Not  available.    NR:  Not  ranked 
to  stock  company.  Range  is  tor  period  since  such  change.    tPrice  change  does  not  reflect  the  value  of  shares  received  in  a  s 
equity,    def:  Deficit 

due  to  merger,  spinoff,  i 
pinoff.    ttFour-year  pric 

lew  issue  or  conversiOl 
e  change.    NE:  Negath 
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Pardon 
our  pride. 


itc/i 


For  generations  GE  and  RCA  have  touched 
the  lives  of  millions  of  people.  We  have  embodied 
the  creative  spirit  of  America.  Its  technological 
greatness,  scientific  advances,  dynamism  and 
movement. 

We  have  entertained  America  and  defended 
it.  Illuminated  its  homes  and  made  its  airwaves 
dance. 

Above  all,  we  have  been  a  pulse  of  progress 
and  free  enterprise. 

The  planned  merger  of  our  two  great  com- 
panies is  an  event  that  makes  us  very  proud. 
And  equally  optimistic. 

We  will  be  a  company  whose  strengths  will 
have  profound  and  beneficial  effects.  A  company 
that  will  compete  with  anyone.  Anywhere.  In 
every  market  we  serve. 

We  are  proud  of  the  people  who  over  the 
years  have  built  our  two  companies  into  great 
organizations  achieving  modern-day  miracles. 
And  of  the  people  who've  worked  so  diligently 
to  keep  our  companies  great— through  periods 
of  economic  difficulties  and  technological 
change. 

We  are  two  companies  with  proud  pasts. 
We  will  become  one  company  with  an 
important  future.  For  the  people  of  this  country 
and  countless  millions  of  others  around 
the  world. 

All  will  benefit  from  our  products, 
our  services,  and  our  capabilities. 
That  makes  us  especially  proud 
And  very 
enthusiastic. 


Who's  where  in  the  stock  market 


Rank 

85      84  Company 

5-year 

price 

change 

lyol-o!> 

price  Recent 
range  price 

Latest 

earnings     earnings  sales 
per  share    ratio  ratio 

annual  Current 
dividend  yield 

Book 

Rririlf  vqIih* 
DWU*  VdlUC, 

value  recent 
(per  share)  price 

717     762      National  Intergroup 
577     156      National  Medical 
760    491      Natl  Semiconductor 
133    157      National  Service 
715    861  National-Sundard 

7.0% 
52.0 

— 3.V 

256.3 
7.4 

375/»-137/8  '  267/« 
32%-  9%  22% 

1(\             AVa             1  OVq 

36%-  97s  36% 
18  -  7'/«  145/8 

$-0.88       def  0.51 
1.97      11.4  0.65 

— U.J/               UCl  \J.\Jt 

2.75      13.4  0.76 
0.26      56.3  0.23 

$0.25  0.9% 
0.56  2.5 

nnn*1             fl  0 

11'  .11  1L.                      W .  KJ 

1.09  3.0 
0.40  2.7 

$41.24  1.53 
12.36  0.55 
7  64           fl  60 
15.18  0.41 
22.56  1.54 

194    448      NBD  Bancorp 

184     213  NCNB 

410    516  NCR 

328    452      New  England  Electric 

505    594      NY  State  E&G 

204.1 
211.1 

Iftl  1 

1  Ul .  J 

126.7 
74.8 

38  '/s-  9%  37'/4 
44%-ll%  42 

1ft         OVo  173/,, 
jO  /4 —   y  /fi         O  /  /4 

47  -18%  46% 
29'A-135/s  26 

4.64       8.0  0.61 
4.59       9.2  0.74 

J.UO                  D  U.07 

6.43        7.3  0.85 
3.46        7.5  1.13 

1.40  3.8 
1.52  3.6 
0  88          9  3 
3.84  8.2 
2.56  9.8 

36.10  0.97 
26.26  0.63 
9D  83           fl  "i5 

34.88  0.75 
23.71  0.91 

93      47      New  York  Times 
747    766      Newmont  Mining 
504    605       Niagara  Mohawk  Power 
840    844  Nicor 
642    890  NIKE 

319.1 

-2.2 

7C  1 
/  J.O 

-28.7 
31.0 

49'/4-  8%  47% 
79'/4-27%      45  Vi 

0  1  7A_  1  (XS/a          1  O IA 
L  L  /%—  1  Vr/4         1 7  /2 

45'/j-24'/4  277/s 
28   -  6%  13% 

2.85      16.7  1.41 
0.88      51.7  1.98 
9  A8         71              f)  8Q 

Z..OO             /  .0  u.07 

-6.91       def  0.33 
0.70      19.6  0.52 

0.60  1.3 
1.00  2.2 
9  0S          1  fl  7 

Z..OO  lu.' 

3.04  10.9 
0.40  2.9 

12.18  0.26 
48.85  1.07 

i  w  wo           fl  Q7 
10.07  o.y/ 

21.32  0.76 

7.27  0.53 

912    878      NL  Industries 

70    120  Nordstrom 
629     NK      Norfolk  southern 
203    299      Norstar  Bancorp 
441    608      North  American  Coal 

-66.0 
357.8 

198.8 
93.9 

48%-  9'/s  13 
52%-  9%      51 1/2 

7  AS/»    ACM/*  7A\/a 
f  4  J/8 — 4U  '/4          /  4  /8 

26%-  87/s  26% 
667/s-20'/4  667/s 

-2.24       def  0.58 

2.45  21.0  0.85 

7  7A          OA                1  9Q 

2.46  10.6  1.03 
7.84       8.5  0.43 

0.20  1.5 
0.44  0.9 
■i  An  A(\ 

1.28  4.9 
1.10  1.6 

12.35  0.95 
14.61  0.28 

71  f!7             fl  OA 
/ 1  .u  /  u.yo 

16.57  0.63 

40.44  0.60 

446     170      North  Amer  Philips 
359    497      Northeast  Utilities 
oil     /o!>       No  Indiana  ruD  ovc 
309    372      No  States  Power 
267    347      Northern  Trust 

92.8 
117.3 

in  /. 
— 1  V.O 

134.3 
148.9 

45'/4-15  36% 
18  -  77/s  17% 

1  J  /2-   0/8           y /4 

517/8-20  50% 
82%-32%  82% 

3.34      11.0  0.25 
2.84       6.1  0.89 
1  .of        o.y  U-Oj 
5.55        9.1  0.89 
5.02      16.5  0.56 

1.00  2.7 
1.58  9.1 
none  0.0 
3.52  7.0 
2.72  3.3 

34.31  0.93 
15.07  0.87 

1  ^  39              1  AA 

36.83  0.73 
71.78  0.87 

323    184  Northrop 

427    464       N' western  Natl  Life 

o3o    yzu      Nortnwestern  steel 

868    735  Norton 

750    801  Norwest 

128.7 
97.2 

1G  7 
-jj>./ 

-40.2 
-3.4 

56%- 11         46  Vs 
36%-  9'/4  26'A 

T01A_   ft              1  13/, 
Zy/4—   o  iO/4 

62  -23%  35% 
39%- 17  27% 

5.22       8.8  0.46 
1.22      21.5  0.20 

AA                                  fl  Af\ 
— D.'Hf           UCl  U.^fU 

2.64      13.6  0.60 
3.38       8.2  0.32 

1.20  2.6 
0.80  3.0 
none  0.0 
2.00  5.6 
1.80  6.5 

15.72  0.34 
27.41  1.04 

on  nA              i  A7 

IX).  L<\  VAI 

31.54  0.88 
35.66  1.28 

623     513  Nucor 
936     942  NVF 

Of  1        OlV  IMWA 

NR     NR  Nynex 

942    950      Oak  Industries 

37.4 
-86.0 
1 lo.Z 
NA 
-90.9 

49%- 17  48 

4%-    Vi  % 

£01A   Oil/.  efts/. 

92'/8-58%  91'/s 
38 '/2-  V/s  2'/s 

3.98      12.1  0.92 
-1.41        def  0.04 

10.74       8.5  0.91 
-7.43       def  0.19 

0.40  0.8 
none  0.0 
n  on           l  Q 

u.yu  i.o 
6.40  7.0 
none  0.0 

21.16  0.44 
-0.61  NE 

A  l  oc            n  Qi 

78.15  0.86 
-3.59  NE 

739    725      Occidental  Petroleum 
707    694  Ogden 

/Uo       woio  i_asiiaiiy 
618    768      Ohio  Edison 
450    459      Oklahoma  G&E 

2.2 
10.1 

1  1  T  O 

37.9 
92.2 

35%- 17  35% 
39%-17!/2  34 

711/.    lOLA  71 

16%-  9%  16% 
26%-12  24% 

3.33      10.6  0.26 
1.54      22.1  0.50 

1  or        OCA                n  ~7A 

2.43       6.7  1.26 
2.30      10.7  0.96 

2.50  7.1 
1.80  5.3 

Z.oU  o.o 

1.88  11.5 
2.08  8.5 

26.16  0.74 
18.39  0.54 

AA  AA                Ci  £L\ 

15.93  0.97 
18.52  0.76 

161    315      Old  Republic  IntI 
483    426  Olin 
/Jo     /uv  uneoK 
357    390      Orange  &  Rockland 
83    128      Outboard  Marine 

228.9 
82.5 
—16.6 
117.4 
340.5 

41%-  9%  34% 
37%-15'/2  36% 

A  1             ITt/.  Ill/ 

4 1    —2074       6 1  vi 

29  -11%  26% 
31>/2-  5%  25% 

3.38      10.2  0.54 
-7.02       def  0.45 

0  Of^        ill                c\  /in 
2.8U       11.3  U.4(J 

2.71       9.8  0.65 

1.74      14.9  0.50 

0.74  2.2 
1.50  4.1 
2.56  8.1 
2.14  8.0 
0.64  2.5 

26.07  0.76 
37.87  1.04 
29.41  U.yo 
20.51  0.77 
21.79  0.84 

637    730  Owens-Coming 
378    337  Owens-Illinois 

64      36      Oxford  Industries 
646    407  Paccar 
697    757      Pacific  Gamble 

31.8 
110.8 

1TO  rt 

o/o.JL 
29.0 
13.8 

46%- 15%  35!/4 
54%-20%  53% 

2D78—  O  14'/2 
59'/2-26l/4  41% 

25!/4-15'/8  20% 

4.08        8.6  0.34 
5.12      10.5  0.43 
U.46       31.5  0.30 

4.85       8.6  0.39 
0.62      33.1  0.05 

1.40  4.0 
1.80  3.3 
0.44  3.0 
1.20  2.9 
0.60  2.9 

28.48  0.81 
47.48  0.88 
11.10  0.77 
37.77  0.91 
27.15  1.32 

470     556       Pacific  G&E 
390    415       Pacific  Ughting 
735    833      Pacific  Resources 
NR     NR      Pacific  Telesis 
615    587  PacifiCorp 

87.8 
107.4 
3.3 
NA 
39.1 

20 '/.-  9%  19W 
46%-19%  45% 
14V8-  5Y8  10% 
82%-51V4  78% 
31%-16  29% 

2.71        7.1  0.75 
3.54      12.9  0.36 
0.93      1 1 .4           0. 1 1 
9.17        8.5  1.00 
3.61        8.1  0.98 

1.84  9.6 
3.48  7.6 
none  0.0 
5.72  7.3 
2.40  8.2 

17.18  0.89 
34.85  0.76 
7.96  0.75 
64.80  0.83 
22.47  0.76 

/lift              A  C               P-iino  U7akkA#  f^mon 

*+am               Tame  weooer  utoup 

415    205      Palm  Beach 

468    846      Pan  Am 

812    641      Panhandle  Eastern 

297    451      Pantry  Pride 

98.2 
100.0 

88.2 
-20.0 
138.7 

61%-  9'/4  33Vs 
39  -13%  35% 

9%-  2%  8 
46%-20%  35% 

9%-  2Vs  9% 

1.70      19.8  0.30 
0.60      59.2  0.32 

-2.65       def  0.24 
2.94      12.2  0.54 

-0.30       def  1.04 

0.60  1.8 
none  0.0 
none  0.0 

2.30  6.4 
none  0.0 

19.88  0.59 
26.19  0.74 

2.17  0.27 
37.53  1.05 

3.67  0.40 

935    935      Parker  Drilling 
526    391  Parker-Hannifin 
694     743       Parker  Pen 

-86.0 
65.6 
15.0 

36%-  4  4% 
39%-14%  35% 
23%-10'/2  22% 

-2.12       def  0.56 
2.96      12.1  0.67 
0.69      33.2  0.43 

0.08  1.6 
1.12  3.1 
none  0.0 

9.81  2.01 
20.84  0.58 
6.70  0.29 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1980  to  Nov.  22,  1985.    NA  Not  available.    NR:  Not  ranked 
to  stock  company.  Range  is  for  period  since  such  change.    ttThree-year  price  change.    NE:  Negative  equity,    def:  Defi 

due  to  merger,  spinoff, 

cit. 
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Price/ 

Price/ 

Indicated 
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value/ 

:ank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

recent 

84 

Company 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

price 

Irtl 

rQv'css  l_asnways 

H7  JO/ 

04/2—  0/4 

Id  78 

2>1  .Uy 

14. 0 

0.41 

$0. 16 

1  no/ 
1  .U  /o 

3>  /.yo 

n  cn 

1  4D 
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rcIU!  V^clllidl 

in?  n 

jo  /8—  ZU/8 

1  no. 

10.  y 

u.  /  0 

none 

n  n 
U.U 

/in  /i £ 

4U.40 

n  70 

u.  /y 

627 

Penn  Traffic 

88.9 

26'/2-ll5/8 

251/2 

2.30 

11.1 

0.10 

1.20 

4.7 

26.08 

1.02 

320 

JC  Penney 

129.8 

67%-21'/2 

54 

5.20 

10.4 

0.30 

2.36 

4.4 

51.26 

0.95 

581 

Pennsylvania  P&L 

76.8 

27%- 14% 

27% 

2.82 

9.8 

1.12 

2.56 

9.3 

25.46 

0.92 

AGO 

P  ennwalt 

1Q  0 

jy.y 

4Dv4— Z 1  72 

IO 

1  A7 
—  1 .4/ 

uet 

U.oy 

Z.ZU 

C  A 
D.O 

1C  Q  1 

oD.y  1 

n  Q9 

u.yz 

/  oO 

Pennzoil 

911  + 

/I  CI/.    9  ASA 
OD  72— ZOv8 

A9 
OZ 

Z.ZD 

9  7  A 

Z/ .0 

lie 
1.  ID 

9  9n 
Z.ZU 

1  0. 

9  1  1ft 

Zl  .00 

n  9/i 
U.o4 

NR 

Pentair 

217.0 

3 1 V4-  8 

28 

2.75 

10.2 

0.40 

0.68 

2.4 

15.36 

0.55 

NR 

People  Express 

162.6 

23  >/2-  3'/4 

9'/4 

-0.40 

def 

0.25 

0.05 

0.5 

7.05 

0.76 

366 

Peoples  Energy 

129.8tt 

187/s-  7 

18% 

2.35 

7.8 

0.36 

1.20 

6.5 

11.88 

0.65 

1QC 

._ 
Pepsit^o 

143. 1 

£  73/.   1  7 
0  /  ?4— Z  / 

AA1A 
0074 

D.  /o 

11C 

1  l.D 

n  77 

U.  /  / 

1  7Q 

1.  /O 

T  7 
Z.  / 

1  O  7/1 

ly.  /  4 

U.<3U 

MP 
INK 

Perini 

in  ii 

oU    —  Za3 

9A3A 
ZO  /4 

A  til 
-O.00 

uex 

n  1  n 

U.  1U 

n  en 

U.oU 

1  n 
o.u 

99  An 
oZ. ou 

1  99 
1  .ZZ 

663 

Perkin-Elmer 

-16.9 

37'/2-l7 

28% 

1.77 

16.3 

0.97 

0.60 

2.1 

13.95 

0.48 

408 

Petrie  Stores 

179.4 

48%- 16% 

47'/2 

2.81 

16.9 

0.91 

1.40 

2.9 

15.30 

0.32 

326 

Pfizer 

88.8 

53%-20 

5OV2 

3.39 

14.9 

2.10 

1.48 

2.9 

15.45 

0.31 

y  iy 

"helps  Dodge 

 AC  C 

4Q1A    19  7A 
48  /2— iZ  /8 

ZU72 

ft  ft/1 

aer 

n  ai 
U.Oo 

none 

n  n 
U.U 

9  ft  OQ 

zo.yo 

1  AI 

1.41 

Z  jo 

nil II  rrn.._ 
r  ill  I  LrTOUp 

^o  n 

47        l  7lA 
4  /  —1/74 

11 

9  A9 
Z.OZ 

1  9  A 

1  z.o 

n  A7 

U-0  / 

1  nn 
1  .uu 

9  n 
o.U 

1  0.  n9 
1D.UZ 

n  aa 
U.40 

226 

Phibro-Salomon 

233.7tt 

46%- 10 

43% 

1.98 

21.9 

0.23 

0.54 

1.2 

16.62 

0.38 

747 

Philadelphia  Electric 

26.0 

18%-  9 

15% 

2.54 

6.2 

0.90 

2.20 

14.0 

17.81 

1.13 

254 

Philip  Morris  Cos 

75.7 

9514-42 

76 

8.95 

8.5 

0.88 

4.00 

5.3 

33.72 

0.44 

ftOQ 

.....  . 

rniilips  Petroleum 

n  n 

lQ7/0  77/o 
1  7  /8—    /  78 

1  11/o 
IO/8 

lift 
1 . 1  O 

1 1  1 
11.1 

u.  iy 

1  nn 
1  .uu 

7  A 

/  -O 

14. Zo 

1  no 

1  .uy 

0  1 

Phillips-Van  Heusen 

dii  i 

ins/o    c;  ia 

OU  /»—   D  72 

90 

zy 

9  1  n 

Z.  1U 

1 1  ft 
10.0 

n  in 

n  4n 

U.4U 

1  4 
1 .4 

~)1  0,8. 
ZZ.Do 

n  7ft 

U.  /  0 

204 

Piedmont  Aviation 

216.6 

35%-  9'/2 

331/4 

4.15 

8.0 

0.38 

0.28 

0.8 

26.51 

0.80 

207 

Pillsbury 

217.3 

63'/2-17% 

591/2 

4.50 

13.2 

0.53 

1.72 

2.9 

26.86 

0.45 

509 

Pioneer 

-24.5tt 

34    -11 5/8 

22% 

2.02 

11.1 

1.68 

1.24 

5.5 

12.01 

0.54 

9io 

rioneer  rii-t>reu  mil 

A7  1 
O/.l 

171A    1  Q  IX. 
O  /  72— IB  74 

11 
00 

19  1 
D.Z1 

in  2 

1  9ft 
1  ,Zo 

1  n4 

1  .U4 

1  9 
O.Z 

19  91 
IZ.OO 

n  97 
u.o  / 

9A9 

Pitney  Bowes 

i  A£  £ 

4D  78—  iUv4 

AO.  IA 
4D/8 

1  AO 

o.oy 

19  9 
1Z.Z 

n  Q9 
u.yz 

1  9H 
1  ,ZU 

9  7 

Z.  / 

1  7  7^ 

1  / .  /D 

n  10 
u.oy 

922 

Pittston 

-50.5 

34%-  9% 

125/8 

-0.68 

def 

0.40 

none 

0.0 

13.23 

1.05 

NR 

Pittway 

96.2 

77  -38 '/i 

7672 

6.43 

11.9 

0.67 

1.80 

2.4 

51.25 

0.67 

NR 

PNC  Financial 

NA 

33'/2-157/8 

3372 

3.82 

8.8 

0.91 

1.32 

3.9 

20.50 

0.61 

/ft/ 

1  -a 
Polaroid 

£9  0. 

101/d    1  A3/, 
J7 /8— 10  /4 

18  l/o 
0O/8 

n  Aft 

^A  1 

DO.  1 

U.7J 

1  nn 

1  .UU 

iq  An 

zy  .ou 

n  7a 

MO 
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t  1  O  7 

i  iy./ 

9  ^  IA  A7A 
ZD  74—   O  /8 

1  OS/a 
i  Dt8 

n  1  n 

MM 

n  in 

U.OU 

n  4n 

£.0 

1 4  00 
1 4.yy 

n  07 

\j.y  1 

636 

Portland  Genl  Electric 

87.1 

217/s-ll 

21% 

2.45 

8.9 

1.22 

1.90 

8.7 

19.05 

0.88 

784 

Potlatch 

-0.3 

49W-19 

37% 

2.51 

15.0 

0.60 

1.56 

4.1 

36.65 

0.97 

280 

Potomac  Electric 

161.7 

34  -11% 

32% 

3.48 

9.3 

1.17 

2.16 

6.7 

19.95 

0.62 

Til* 

ZZ4 

PPG  Industries 

11/1  9 
144.  Z 

C  1  3A    1  A  1A 
O  lv8—  1472 

403A 

4y  /4 

4  4ft 
4.4o 

1 1  i 

1 1.1 

n  Aft 

U.Oo 

1  7A 
1 .  ( O 

1  R 

O.D 

9ft  ft  1 
Zo.o  1 

n 

U.OO 

J\K 

Price  Co 

9  1C7  1 
Z,OD/ .1 

AA              9 5/a 

OO     —  ZJ/8 

A4  IA 
04  72 

o  ni 

11  ft 

n  7ft 

u.  /  0 

none 

n  n 

U.U 

a  ^n 

f.DU 

n  n7 

296 

Primark 

31.1tt 

215/s-  7 

20% 

2.55 

8.1 

0.22 

1.10 

5.3 

20.06 

0.97 

261 

Prime  Computer 

-26.4 

32%-lOVi 

201/4 

1.15 

17.6 

1.32 

none 

0.0 

6.77 

0.33 

481 

Procter  &  Gamble 

94.6 

671/2-325/s 

67 

3.95 

17.0 

0.82 

2.60 

3.9 

31.49 

0.47 

Provident  Lite  &  Acc 

1 19  1 

9  7  Q7/o 

z  /    —  y  /8 

ZO  7K 

T  87 

9  1 

0  60 

0  76 

2.9 

21  08 

0.81 

/yo 

DC  A 

1  O  A 

— iy.4 

49  1A    1  ^ 
4Z  /2—  1 D 

ZD  /2 

2  37 

1  n  s 

0.18 

0  60 

2.4 

29.83 

1.17 

NR 

PSFS 

NA 

12%-  67/e 

11 

0.85 

12.9 

0.23 

none 

0.0 

25.49 

2.32 

580 

Public  Service  Colo 

41.3 

24»/4-123/4 

20i/« 

2.19 

9.2 

0.60 

2.00 

9.9 

17.31 

0.86 

934 

Public  Service  Ind 

-63.0 

2716-  67/s 

7% 

0.95 

8.0 

0.45 

1.00 

13.1 

27.37 

3.59 

MI) 

INK 

Public  Service  NH 

 Af.  1 

—40.1 

9  n       1  ia 

ZU     —  a  72 

73/* 

o.u 

0  56 

0.0 

23.50 

3.03 

607 

Public  service  b&li 

CC  1 

19  IA  1A1A 
OZ  /2— 1072 

11  IA 
0  1  72 

x  on 

8  1 

0. 1 

n  on 

2  84 

0  n 

27.81 

0.88 

84 

Pueblo  International 

341.4 

1614-  3i/4 

16 

0.87 

18.4 

0.11 

0.16 

1.0 

12.54 

0.78 

820 

Puget  Sound  P&L 

25.0 

17  -  9% 

15 

2.04 

7.4 

1.06 

1.76 

11.7 

15.42 

1.03 

4 

Pulte  Home 

319.4 

371/2-  2'/2 

131/2 

0.87 

15.5 

0.41 

0.12 

0.9 

6.31 

0.47 

- 

564 

Purolator  Courier 

— ZI.l 

7n  iaia 
/  u    —  1 0  74 

1  7Vo 
1  /  /  8 

1  74 

—  1  .  /  4 

n  1 7 

0.0 

28.19 

1.60 

196 

Quaker  Oats 

283.6 

Oo  —ID 

Qft  IA 

Do  72 

1  ftl 

0.00 

10. 0 

n  ao 

1  4 

1  0  <i9 
17.JZ 

n  xi 

723 

Quaker  State  Oil 

16.2 

25  -  9% 

23% 

1.25 

18.7 

0.55 

0.80 

3.4 

12.29 

0.53 

279 

Questar 

27.2 

34!/4-12i/2 

30% 

2.78 

10.9 

0.81 

1.72 

5.7 

21.88 

0.72 

413 

Rainier  Bancorp 

158.5 

33  '/2-  85/s 

32% 

3.16 

10.3 

0.80 

1.00 

3.1 

22.55 

0.69 

139 

Ralston  Purina 

345.2 

49  -10 

46% 

3.15 

14.8 

0.64 

1.00 

2.1 

11.55 

0.25 

863 

Ramada  Inns 

10.2 

121/2-  41/4 

8!/8 

0.26 

31.3 

0.51 

none 

0.0 

6.69 

0.82 

739 

Raychem 

15.5 

93  -37 

85V2 

3.13 

27.3 

1.33 

0.44 

0.5 

32.60 

0.38 

681 

Raytheon 

-9.1 

57V2-28 1/4 

50 

4.41 

11.3 

0.67 

1.60 

3.2 

23.46 

0.47 

.  468 

RCA 

64.3 

49%-15% 

481/4 

4.06 

11.9 

0.47 

1.04 

2.2 

24.10 

0.50 

885 

Reading  &  Bates 

-84.8 

36%-  5% 

5% 

-1.02 

def 

0.53 

0.04 

0.7 

15.69 

2.92 

.  186 

Reichhold  Chemicals 

164.3 

43l/s-10 

31% 

2.22 

14.1 

0.29 

0.80 

2.5 

28.37 

0.90 

839 

Republic  Airlines 

60.5 

ll5/s-  2% 

9% 

1.55 

6.2 

0.18 

none 

0.0 

0.28 

0.03 

le:  Except  ai  indicated,  price  changes  are  from  Dec  31,  1980  to  Nov.  22,  1985  NA:  Not  available.  NR:  Not  ranked  due  to  merger,  spinoff,  new  issue  or  conversion 
I  tock  company.  Range  is  for  period  since  such  change.  fPrice  change  does  not  reflect  the  value  of  shares  received  in  a  spinoff  ^Shares  outstanding  have  declined  by 
16  or  more  in  the  last  year.    ttFour  year  price  change.    NM:  Not  meaningful    def:  Deficit 
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The  Smart  Office  from  IBM 


Until  youVe  got  the  software 
you  haven't  got  the  system. 

We  Ye  the  last  people  on  earth 
who'd  ever  slight  computer  hardware. 
(Even  slightly.) 

But,  the  truth  is,  an 
office  system  is  more 
than  just  hardware  of 
the  highest -tech.  YouVe 
got  to  have  software 
to  make  the  system  run. 
Software  to  make  the  system 
produce.  Software  to  make  the 
system  a  system, 

And  have  it  you  do— in  The 
Smart  Office  from  IBM. 

To  wit. 

Our  Personal  Decision  Series  software  helps  people 
who  use  IBM  Personal  Computers  get  the  most  out  of 
their  Smart  Desks  by  letting  them  choose  from  several 
powerful  application  programs.  There's  one  for  words, 
one  for  data,  one  for  graphics,  one  for  planning.  You  can 
even  combine  programs  by  just  plunking  a  couple  of  keys 

Then,  of  course,  there's  DisplayWrite,  the  IBM  soft- 
ware that's  done  for  word  processing  roughly  what  the 
paddle  did  for  canoeing.  And  since  we  now  have 
Display    ite  versions  specifically  for  our  PCs,  our 


'  1985  IBM  Corporation 


System/36  minicomputers  and  our 
System/370  mainframes,  people 
almost  anywhere  in  the  data 
stream  can  enjoy  document 
creation,  revision,  automatic 
pagination  and  electronic 
proofreading. 

Another  of  our  favorites 
is  the  IBM  Personal  Services 
package,  which  lets  you  send 
memos  and  messages  to  any 
other  part  of  The  Smart  Office 
(as  well  as  to  several  other  parts 
of  the  world).  It  also  does  a 
nifty  job  of  keeping  your 
calendar  straight. 
Finally,  this  comforting  thought. 
Smart  Office  software  is  designed  to  work  wonders 
th  both  the  IBM  hardware  you  buy  today  and  the  hard- 
ire  you'll  buy  tomorrow.  And  to  put  your  mind  even  more 
ease,  there's  our  famous  IBM  service  and  support. 

For  more  information  on  The  Smart  Office,  just  contact 
ur  IBM  marketing  representative.  Or,  for  brochures, 
11 1 800 IBM-2468,  Ext.  7/YW. 

Either  way,  we'll  make  sure  you  get  the  hard  facts- 
eluding  all  of  the  soft  ones. 


The  way  we  put  it  all  together 
is  what  sets  us  apart. 


Who's  where  in  the  stock  market 
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earnings     earnings  sales 
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1 11 11  i  >    1 1  PI  1 

annual  Current 
dividend  yield 

Book 

|((,(iL'                \  1 1 1  n' 

IMMJK  \dlUt 

value  recent 
(per  share)  price 

525     158      Republic  New  York 
700    652  RepublicBank 
538     777  Research-Cottrell 
493    666      Resorts  IntI 
413    251      Revco  DS 

65.7% 
12.5 

77.3t 
100.6 

51V4-22Vh  '  50*4 
38 1/4-2  V/i  317b 
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53'/4-12'/j  45 
37Vi-LV/s  26% 

$5.71        8.9  0.71 
4.84       6.6  0.40 
a  yc        Apt             n  2 1 

-1.14       def  0.67 
0.91      29.4  0.35 

$1.64  3.2% 
1.64  5.1 
0.32  1.3 
none  0.0 
0.80  3.0 

$39.33         0.77  | 
36.74  1.15 
9  3  84           0  94 
20.89  0.46 
12.48  0.47 

817    831       Revere  Copper 

681     853  Revlon 

816    815  Rexnord 

583     310      RJ  Reynolds  Inds 

748    773      Reynolds  Metals 

-22.3 
19.5 

— zl.z 
50.0t 
-2.5 

25 '/«-  4%  125/s 
58  -22%  57% 

0  i"VV*_   ft  1A         1  Ai/u 
Z  \J  / 4—   o  /2          1  <r"7 8 

35  -16  27% 
41 5/8- 18%  34% 

4.88       2.6  0.15 
3.11      18.5  0.92 
1  aq      0  7         n  22 

4.27       6.4  0.59 
-12.06       def  0.21 

none  0.0 
1.84  3.2 
0.44  3.1 
1.48  5.4 
1.00  2.9 

7.42  0.59 
26.35  0.46 
1  8  59            1  99 
17.34  0.63 
60.51  1.76 

362     NR      Riggs  National 

335      74      Rite  Aid 

676     NR  RLC 

484    276      Roadway  Services 

208     192      Robertshaw  Controls 

116.5 
124.7 

81.6 
194.9 

63  -18'/2  52'/2 
33%-  77/s  245/g 

19  1/,      27/o  71/. 
1  Z  /4 —    <J  /8               1  /4 

37%- 15%  32 
365/8-10'/2  357/s 

5.05      10.4  0.65 
1.58      15.6  0.67 
n  22        n         n  2,4 

2.11       15.2  0.83 
4.34        8.3  0.48 

2.00  3.8 
0.50  2.0 
0  on         9  8 
1.10  3.4 
1.20  3.3 

38.32  0.73 
8.58  0.35 
5  99           fl  89 
14.49  0.45 
25.30  0.71 

702    203      HH  Robertson 
778    242      AH  Robins 
429     6U3       Rochester  u<s.t 
561    211       Rockwell  IntI 
202    209      Rohm  &  Haas 

11.5 
-12.0 

ot  n 
v/.u 

58.4 

199.7 

48!/2-19%  23 
29%-  5%  11 

2J+  78—  1 U             Z  Z  / 4 

41%-11%  35% 
81   -22%      69 '/i 

-1.80       def  0.21 
-17.40       def  0.39 

2.  Rl             n(l                   f)  R4 

4.00       8.9  0.47 
5.96      11.7  0.79 

none  0.0 
none  0.0 
9  9f)           0  7 

1.12      '  3.1 
2.20  3.2 

28.81  1.25 
-5.23  NE 
99  78        i  nn 
16.66  0.47 
38.97  0.56 

85    146      Rohr  Industries 
NR     NR  Rollins 

ten       11/           n,          (  ,  „ 

25U     lib      Koper  L-Orp 
360    430      Rorer  Group 
35       5      Rose's  Stores 

338.7 
NA 

1  £S  ft 

117.2 
490.1 

35   -  4         29  % 
13'/s-  67/s  13 

Z7  v8—    H  /8          1  J 

47  -165/s  395/s 
26  -  2'/2  20 

2.89      10.1  0.83 
0.71      18.3  1.05 

— U.OO             UCI                   U.  1J 

2.04      19.4  1.55 
1.99      10.1  0.21 

none  0.0 
0.46  3.5 
0  64         4  3 
1.12  2.8 
0.38  1.9 

15.15  0.52 
1.26  0.10 
I  d  7f\           n  08 
11.07  0.28 
14.04  0.70 

43     NR  Rubbermaid 
305      75  Ruddick 
/zi>    /to      Kyan  riomts 
239    210      Ryder  System 
154     162  Rykoff-Sexton 

436.8 
136.0 

165.6 
231.5 

32%-  5%  32% 
34  -10%  26'/4 
1 9         9  a  l/, 

DU    —  1Z  ZO/4 

32%- 10%  32 
29%-  6%  21% 

1.54      21.4  1.85 
2.60      10.1  0.13 
2  no       a  7           n  20 

2.51      12.7  0.57 
1.77      12.4  0.18 

0.48  1.5 
0.77  2.9 

0.60         1.9  . 
0.60  2.7 

7.07  0.22 
21.05  0.80 

16.26         0.51  ''• 
12.39         0.57  ! 

259     478  Safeco 

294    530      Safeway  Stores 

M)      lo  saga 
403    690      St  Paul  Cos 
329    445      San  Diego  G&E 

151.9 
139.3 

t  V  Si  "> 
488. Z 

103.9 
126.6 

46%- 14%  45'/2 

37%-12%  36'/2 

Any.     a  l/,  ic 
4U  l/4—  4/4  Zj 

82%-35'/4  79 
28%- 11  26% 

2.74      16.6  0.72 
4.03       9.1  0.11 

1 .70         1Z.8  U.Z4 

-5.09       def  0.62 
3.09       8.6  0.86 

1.60  3.5 
1.70  4.7 

U.oZ  Z.l 

3.00  3.8 

2.24  8.4 

28.80  0.63 
24.54  0.67 
1  a  a  a  n 

1*4.40  U.08 

48.33  0.61 
19.48  0.73 

709    297      Sanders  Associates 
NR     NR      Santa  Fe  Southern 

0,1          ^ n  1              Cira  I  on 

w     zui       .>ara  Let 
28      40      Savannah  Foods 
909     925  Savin 

9.6 
NA 

11  A  A 
-314.0 

581.7 
-65.3 

60%-17%  34% 
36%-20'/4      35  Vi 

^fll/i    1  1  3/„  AQ3/. 
D\J/2~  11/4  4yv4 

31V4-  4%     30 '/4 
15%-  3%  5% 

1.92      17.8  0.75 
2.45      14.5  0.96 

3  /CO          n  C                   f\  7.7. 

0.O7        lo.j  U.00 

2.40      12.6  0.33 
-3.15        def  0.24 

0.60  1.8 
1.00  2.8 

i.OU  O-Z 

0.93  3.1 
none  0.0 

18.07  0.53 
32.21  0.91 

1  O  7f\              O  7Q 

ly.ou  u.oy 
14.51  0.48 
3.54  0.67 

460     540  Scana 

604     640  Schering-Plough 

OOC           TG/i  Gfllliitnkatna* 

oV3     /  V4  ocniumDerger 
278     NR      SCI  Systems 
191     354  SCM 

89.5 
43.2 

—54.3 

145.4 
205.8 

28'/8-12>/2  27 
59'/2-24%  58 

lOVl— OU  ODV2 
30%-   4'/8  12% 

74'/t-19%  73% 

2.81        9.6  0.96 
3.68      15.8  1.58 

2  CH          in  1  1 

o.5U       1U.1  1./2 

1.03      12.4  0.32 
4.52      16.2  0.33 

2.16  8.0 
1.68  2.9 
1.20  3.4 
none  0.0 

2.00  2.7 

19.31  0.72 
25.96  0.45 

T  2  T  C                 n  /  F 

2o.25  U.63 
7.17  0.56 
55.76  0.76 

193    153      SCOA  Industries 
249    200      Scott  &  Fetzer 
jdu     **\9o       ocott  raper 
NR     NR  Sea-Land 
334    166  Seagram 

204.7* 
158.2 
119.3 
NA 
125.3 

33%-10'/4      32  Vi 
6P/2-22  59% 

ACT/      1  AC\/ 

4578— 1078  4DV2 
271/2.-145/8  24% 

44%-14'/2  44% 

2.46>      13.2  0.37 
5.63      10.5  0.57 

A  1 3            1  f\  O                     n  r/ 

4.23       lO.o  0.56 
1.72       14.5  0.35 
3.07      14.4  1.99 

0.76  2.3 
1.80  3.0 
1.24  2.7 
0.48  1.9 
0.80  1.8 

10.91  0.34 
36.76  0.62 

.n  J  /                n  7  1 

32.46  U./l 
33.54  1.35 
33.50  0.76 

389     NR       Sealed  Power 
266    409      Sears,  Roebuck 
-wy     dao       seaway  roou  lown 
387     255       Security  Pacific 
271     381       Service  Merchandise 

108.2 
149.2 
122.2 
108.6 
147.6 

32%-10%  25'/4 
45'/8-14%  38 
1 0 1  /.    ~t\/  171/ 

31%-10'/4  29% 
27  -  4%  13 

2.69       9.4  0.52 
3.15      12.1  0.34 
1.99        8.8  0.07 
4.31        6.9  0.41 
0.50      26.0  0.20 

1.00  4.0 
1.76  4.6 
0.68  3.9 
1.34  4.5 
•    0.08  0.6 

19.38  0.77 
29.48  0.78 
17.56  1.00 
26.87  0.90 
9.63  0.74 

333     141       ServiceMaster  Inds 
682    377  Shaklee 

29     NR      Shaw  Industries 
238    168  Shawmut 

71     125  Sheller-Globe 

125.5 
19.0 

573.6 
167.4 
356.3J 

30'/8-  978  22% 
42'/4-  7  17% 
26%-  31/2  24 
41%-12'/2  41 
33'/2-  6  27% 

0.98      22.8  0.76 
0.99      17.4  0.55 
2.94       8.2  0.39 
5  19       7.9  0.69 
4.15        6.6  0.26 

0.80  3.6 
0.72  4.2 
0.60  2.5 
1.84  4.5 
0.90  3.3 

2.09  0.09 
12.00  0.70 
14.39  0.60 
33.78  0.82 
22.92  0.84 

66      50  Sherwin-Williams 
162    151  Shopwell 

165    103  Singer 

367.6 
226.7 
225.0 

41%-  8  41'/2 
28%-  3%  11% 
41   ^11  39 

3.16      13.1  0.44 
-0.39       def  0.04 
3.77      10.3  0.28 

0.92  2.2 
none  0.0 
0.40         1 .0 

17.95  0.43 
14.38  1.21 
19.50  0.50 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1980  to  Nov.  22,  1985.    NA:  Not  available.    NR:  Not  ranked 
to  stock  company.  Range  is  for  period  since  such  change.    tPrice  change  does  not  reflect  the  value  of  shares  received  in 
10%  or  more  in  die  last  year.    tiThreeyear  price  change.    NE:  Negative  equity,    def:  Deficit. 

due  to  merger,  spinoff, 
a  spinoff     ^Shares  outs 

new  issue  of  conversio 
anding  have  declined  b 
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!  Rank 

[  5      84  Company 

5-year 

price 

change 

1981-85 

price  Recent 
range  price 

Latest 

12-month  Price/  Price/ 
earnings     earnings  sales 
per  share    ratio  ratio 

Indicated 

annual  Current 
dividend  yield 

Book 

Book  value/ 
value  recent 
(per  share)  price 

i  18    608  Skyline 

.5     745       AO  Smith 
■  19    932      Smith  International 
hi     781       Smithfield  Foods 
1  i3    823      SmithKline  Beckman 

2.8% 
149.6 
-87.6 
300.0* 
-7.3 

30%-ll%  13% 
23%-  4%  22% 
65%-  7%  8 

191/2_  43/4  191/2 

88%-50  74'/s 

$0.80      17.2  0.48 
-3.70       def  0.19 
-5.90       def  0.25 
2.11       9.2  0.03 
6.41      11.6  1.86 

$0.48  3.5% 
0.80  3.5 
0.32  4.0 

none  0.0 
3.00  4.0 

$10.88  0.79 
21.66  0.95 
19.80  2.47 
13.39  0.69 
26.10  0.35 

1 13    644      Snap-on  Tools 
1  )7     406  Society 
!  (3    624  Sonat 
i5    214      Sonoco  Products 
[18     384       Southeast  Banking 

96.2 
195.7 
4.8 
231.4 

92.4t 

41%-16'/2  39 
54  -14'/4  51 
43'/8-197/8  36% 
30  Vi-  8%  29 
38  -13%  38 

2.94      13.3  1.37 
5.57       9.2  0.63 
3.38      10.9  0.61 
2.20      13.2  0.76 
3.10      12.3  0.58 

1.16  3.0 
1.84  3.6 
2.00  5.4 
0.74  2.6 
1.20  3.2 

14.65  0.38 
40.63  0.80 
35.47  0.97 
11.94  0.41 
26.59  0.70 

119     382       So  Calif  Edison 
)6    484      Southern  Company 
)9    325      So  New  England  Tel 
57    659      Southern  Union 
)1     590  Southland 

92.2 
74.5 

148.0 
-9.1 

200.0 

27%-ll%  24% 
23'/8-107/8  21% 
44  -l67/8  42% 
32  -14  27'/2 
48'/.- 13%  41 

3.25        7.6  1.03 
3.21        6.7  0.84 
3.77      11.3  0.99 
-3.06       def  0.64 
4.20       9.8  0.16 

2.16  8.8 
2.04  9.5 
2.80  6.6 
1.72  6.3 
1.00  2.4 

19.96  0.81 
18.55  0.87 
30.05  0.70 
17.60  0.64 
25.39  0.62 

$8     NR  Southmark 
B7     NR      Southwest  Airlines 
?4    776      Southwest  Forest  Inds 
j[R     NR      Southwestern  Bell 
51    437      Southwestern  Pub  Svc 

207.8 
142.0 
-53.8 
NA 
118.9 

11  Vlr-   2Vl  9'/4 

35'A-  9Vi  27Vs 
28%-  7  V*  10% 
88 '/2-55  79% 
267/s-10'/2  24% 

1.97       4.7  0.61 
1.75      15.9  1.34 
-1.31        def  0.14 
9.95       8.0  1.02 
2.72       9.1  1.20 

0.24  2.6 
0.13  0.5 
none  0.0 
6.00  7.5 
2.02  8.2 

11.12  1.20 
12.25  0.44 
20.33  1.89 
70.28  0.88 
12.99  0.53 

IR     NR       Sovran  Financial 

18    855  Sperry 

58    412      Springs  Industries 

»6    435      Square  D 

52     584  Squibb 

NA 
-22.7 
117.3 
36.2 
155.5 

31'/2-167/8      28 '/» 
65%-20'/2  49 
45  -16'/4  37% 
43%-21%      39  Vi 
76%-26%  75% 

3.40        8.3  0.72 
0.58      NM  0.48 
1.73      21.8  0.37 
3.13      12.6  0.83 
4.03      18.7  2.04 

1.28  4.6 
1.92  3.9 
1.52  4.0 
1.84  4.7 
1.76  2.3 

19.30  0.69 
52.88  1.08 
50.07  1.33 
19.17  0.49 
24.87  0.33 

70    799      Staley  Continental 
32    312  Stanadyne 
73    259      Std  Commercial  Tob 
24     780       Standard  Oil  Ohio 
95    668      Stanley  Works 

-9.7 
96.6 
146.9 
-23.4 
77.1 

33%- 15%  24% 
30  -10'/2  28% 
27  -  7%  20 
72%-26'/2  55% 
31%- 12%  31 

0.19      NM  0.26 
2.96       9.7  0.59 
2.71        7.4  0.12 
5.85        9.4  1.03 
2.73      11.4  0.72 

0.80  3.3 
1.08  3.8 
0.56  2.8 
2.80  5.1 
1.04  3.4 

23.48  0.96 
19.31  0.67 
25.77  1.29 
35.71  0.65 
16.50  0.53 

18      16      State  Street  Boston 

JR     NR      Stater  Bros 

16     589       Sterling  Drug 

60    653      JP  Stevens 

88    848      Stewart  &  Stevenson 

690.2 
NA 
71.4 
89.5 

-14.3 

41i/2-  5  40' .4 
10  -  8%  9% 
41%- 18%  39 
27%-ll7/s  27 
23%-  9%  15 

3.12      13.1  1.29 
0.65      14.8  0.05 
2.46      15.9  1.29 
-0.65       def  0.25 
0.71      21.1  0.26 

0.60  1.5 
none  0.0 
1.20  3.1 
1.20  4.4 
none  0.0 

16.21  0.40 
0.87  0.09 
15.34  0.39 
30.84  1.14 
19.45  1.30 

77    621  Stewart-Warner 
44     190      Stone  Container 
32      17      Stop  &  Shop  Cos 
!45    944      Storage  Technology 
71    441       Storer  Communication 

20.3 
161.7 
541.5 
-91.7 
220.2 

36  -20'/s  28% 
45  -ll'/2  31% 
62%-  6        39 '/a 
40%-  V/i  1% 
93%- 19  93!/4 

1.40      20.6  0.68 
0.80      39.7  0.36 
3.62      10.8  0.16 
-13.42       def  0.10 
-0.69       def  3.04 

1.68  5.8 
0.60  1.9 
1.10  2.8 
none  0.0 
0.40  0.4 

25.91  0.90 
21.62  0.68 
28.28  0.72 
0.08  0.04 
18.16  0.19 

26      21  Strawbridge 
JR     NR      Student  Loan 

1^          7         *Mih;irn  of  Amprira 

1  J                   1                   7  U  l_l(J  I  I!   \J I    flllK  1  1  vu 

98    460      Sun  Chemical 
32    561       Sun  Company 

598.3 
NA 

748.0 
76.6 
4.9 

40  -  5V4  39% 
38%-20%  36% 
171 '/2-17%  159 
39  -13%  36'/2 
59%-26%  51V4 

3.37      11.8  0.38 
2.32      15.8  1.21 
11.70      13.6  0.72 
2.45      14.9  0.33 
2.19      23.3  0.42 

0.76  1.9 
0.24  0.7 
2.28  1.4 
0.48  1.3 
2.30  4.5 

21.07  0.53 
7.92  0.22 
32.64  0.21 
22.91  0.63 
45.90  0.90 

79     710  Sundstrand 

JR     NR      SunTrust  Banks 

56      77       Super  Food  Services 

92    189      Super  Valu  Stores 

50      80      Supermarkets  General 

-12.8 
NA 
401.4 
204.7 
424.7 

5  8 1/4-23 1/4  49i/4 
391/2-31  391/2 
391/4-  6%  38V2 
22%-  7i/8  22% 
48%-  77/s  477/s 

3.91      12.6  0.75 
3.37      11.7  1.10 
2.63      14.6  0.09 
1.24      18.0  0.23 
3.50      13.7  0.17 

1.80  3.7 
1.20  3.0 
0.26  0.7 
0.38  1.7 
0.48  1.0 

28.97  0.59 
19.29  0.49 
17.95  0.47 
6.34  0.28 
16.14  0.34 

06    375      Swift  Independent 
38    678  Sybron 

_i  vi         tj          jy  3\.u 

10    421      Talley  Industries 
31     NR       Tandem  Computers 

102.0tt 

31.5 
231.2 
290.0 
-26.0 

37%-  87/s  24% 
29V4-14  20% 
44'/2-13'/4  43% 
21 'A-  3%  19'/2 
401/4-12%  18% 

-0.98       def  0.04 
1.10      18.5  0.39 
2.43      18.1  0.35 
1.42      13.7  0.36 
0.82      22.9  1.24 

1.20  4.8 
1.08  5.3 
0.44  1.0 
0.20  1.0 
none  0.0 

24.91  1.01 
16.48  0.81 
15.72  0.36 
12.90  0.66 
9.24  0.49 

70      111  TanHv 
/if      ill          .  diiuy 

56     485       TECO  Energy 
05    548      Tecumseh  Products 
97     797  Tektronix 
42      91  Teledyne 

53.9 
89.9 
103.6 
-15.7 
93.8t 

64'/>-20  38 
36%-16'/2  33 

114  -521/2  112 
86%-34        51 1/2 

302%-69'/2  279 

2.18      17.4  1.15 
3.51       9.4  1.07 

11.05      10.1  0.72 
3.78      13.6  0.73 

24.39      11.4  0.99 

none  0.0 
2.36  7.2 
3.20  2.9 
1.00  1.9 
none  0.0 

12.00  0.32 
24.26  0.74 
80.74  0.72 
41.30  0.80 

99.01  0.35 

10     NR  Telex 

MR     NR  Temple-Inland 

!21     804  Tenneco 

984.7 
NA 
-23.0 

541/4-  4'/4  527/a 
40%-25%  40% 
51%-22%  39% 

4.35      12.2  1.16 
3.67      11.0  0.78 
2.78      14.3  0.39 

none  0.0 
0.64  1.6 
3.04  7.6 

13.43  0.25 

32.86  0.81 

41.87  1.05 

ffote:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1980  to  Nov.  22,  1985.    NA:  Not  available.    NR:  Not  ranked  due  to  merger,  spinoff,  new  issue  or  conversion 
io  stock  company  Range  is  for  period  since  such  change.    ^Shares  outstanding  have  declined  by  10%  or  more  in  the  last  year.    ttFour-year  price  change.    NM:  Not 
neaningful.    def:  Deficit. 

FORBES,  JANUARY  13,  1986 


245 


Who's  where  in  the  stock  market 


Rank 

85      84  Company 

5-year 

price 

change 

1981-85 

price  Recent 
range  price 

Latest 

12-month  Price/  Price/ 
earnings     earnings  sales 
per  share    ratio  ratio 

Indicated 

annual  Current 
dividend  yield 

Book 

Book  value/ 
value  recent 
(per  share)  price 

880    892      Tesoro  Petroleum 

839    683  Texaco 

606    oZl  lcxasAir 

741     331      Texas  American  Bcshs 

803    333      Texas  Commerce  Bcshs 

-45.9% 
-28.6 
42.9 
0.3 
-17.7 

24'/2-  8%  11% 
49'/8-26  34'/4 
20-4  15 
45%-25%  25% 
48'/.-25%  26% 

$-7.01        def  0.07 
1.47      23.3  0.16 
4.17       3.6  0.14 
3.10       8.3  0.42 
3.87       6.9  0.44 

$0.40  3.4% 
3.00  8.8 
none  0.0 
1.52  5.9 
1.56  5.8 

$26.76  2.30 
55.15  1.61 
-1.77          NE  ! 
3437          1.33  | 
35.98  1.35 

774    824      Texas  Eastern 
783    570      Texas  Instruments 

tcq       i nit          T          ml  fii  fst 

75o    luv      lexas  uu  a  t*as 
543    510      Texas  Utilities 
522    576  Textron 

-10.7 
-13.8 
—5.1 
61.8 
67.0 

39%-18'/2  35% 
176  -70'/2  104'/8 
IV U-  87/a  15'/> 

itl  /p —    O /tt           1-'  . 

317/8-16'/4  30'/8 
59%-17'/4  49% 

3.97       8.9  0.33 
-0.50       def  0.50 
1.32      11.7  1.91 
4.31        7.0  1.00 
5.13       9.7  0.34 

2.20  6.2 
2.00  1.9 
0.18  1.2 
2.52  8.4 
1.80  3.6 

29.11  0.82 
62.58  0.60 
8.32  0.54 
27.79  0.92 
34.95  0.70 

785    883      Thorn  Apple  Valley 
68    131      Thrifty  Corp 
"Zo     /"Z       iiue  water 
698     NR      Tit  Communications 
910     930      Tiger  International 

-14.0 
361.8 
-74.6 
13.8 
-65.6 

9'/4-  3%  5% 
25 'A-  4%  23% 
53   -MVa  12% 
40%-  3%  5Vi 
26%-  4%  8 

-0.53        def  0.03 
1.60      14.6  0.33 
-3.75       def  0.80 
-1.48       def  0.57 
-5.76       def  0.21 

none  0.0 
0.60  2.6 
0.90  7.0 
none  0.0 
none  0.0 

9.37  1.74 
7.72  0.33 
13.15  1.02 
8.15  1.48 
0.09         0.01  j 

NR     NR       Time  Inc 
284    281      Times  Mirror 

OO/i       71'2  TimWn 

ojo      '  jj        i  lniKcn 

680    370      Todd  Shipyards 

635    767      Toledo  Edison 

NA 
142.8 
—27.1 
19.6 
33.1 

61%-33%  59% 
58'/2-17%  50% 

78  — 4f>V«  44>/n 

41%-19'/2  29 
22'/2-13%  21!/s 

3.40      17.5  1.12 
3.80      13.3  1.13 
0  78      56  6            0  48 
1.99      14.6  0.29 
4.70       4.5  1.11 

1.00  1.7 
1.50  3.0 
1.80  4.1 
1.32  4.6 
2.52  11.9 

16.98  0.29 
18.50  0.37 
66  79           1  51 
33.27  1.15 
23.85  1.13 

57     140  Torchmark 
622    915  Toro 

7jO          7JL              1  U3CU 

25       8      Toys  'R'  Us 
587     NR  Tracor 

400.1 

37.4 
—87.4 
611.6 

49.4 

26  Vi-  5  25% 
18%-  5%  18% 
33-1  4 
41 W-  4%  37'/4 
28 '/4-  8%  19 

2.02      12.7  1.40 
1.67      11.0  0.37 
-7  37        Hef             D  06 

!  -O/               Ut_l  U.UU 

1.33      28.0  1.66 
1.52      12.5  0.67 

0.60  2.3 
0.40  2.2 

11'  MIL  \J.\J 

none  0.0 
0.32  1.7 

10.39  0.41 
10.26  0.56 

—  1  5  05  NF 

7.11  0.19 
9.54  0.50 

NR     NR      Trans  World  Airlines 
488    504  Transamerica 

7ftn       71  d          Tnncrn  Fnprov 
/  OU       /It           lldll&LU  Energy 

501     588      Transway  Intl 
NR     NR  Transworld 

NA 
80.0 
—13.0 
76.0 

NA 

23  -  7'/s  22'/2 
34  -16'/2  33% 

58V,i_9  3l/o  5fWs 

JO  /4 — ZO  78  JV778 

47'/2-19'/2  45% 
43'/4-23%  40 

-4.10       def  0.21 
2.29      14.7  0.34 
1  ni      do  0          n  35 

l.ui       *+y  .y  kj.od 

3.61      12.7  0.34 
2.90      13.8  0.71 

none  0.0 
1.68  5.0 
2  16*        4  3* 
1.80  3.9 
0.48  1.2 

16.12  0.72 
28.57  0.85 
36  nn        n  71 
28.69  0.63 
16.51  0.41 

290    359  Travelers 
NR     NR  Tribune 

ftftl       ^d?         Trinitv  InHncrripc 

652     342  TRW 
352     118  Turner 

140.5 
NA 
—46.1 
27.4 
118.8 

49l/4-16'/2  46% 
52  -24  51% 

9  7%—  9              1  V/. 
Z/  /a —    7               lu  /4 

83'/2-45%  77'/4 
31%-  9  24% 

3.08      15.2  0.29 
2.94      17.6  1.09 

— U.i7            UC1  U.'+O 

2.13      36.3  0.37 
2.51       9.9  0.05 

2.04  4.4 
1.00  1.9 
n  cn           a  z 

U.JU  O.D 

3.00  3.9 
1.20  4.8 

38.89  0.83 
20.45  0.40 

1U.D7                   U.  /  O 

46.23  0.60 
15.25  0.62 

466    228      Tyco  Laboratories 
510    397  Tyler 

i           j  j         l  y  sun  ruuus 

237    369  UAL 
851     873  UGI 

88.7 
73.6 
706.2 
170.0 
-35.4 

46  -10  45% 
17%-  6'/s  14 

T  73/,      TI/.  'If. 
Z  /  /4 —    Z  /4  ZO 

59'/2-15'/8  47'/4 
35  -16'/2  21'/, 

3.45      13.3  0.67 
1.14      12.3  0.29 
1          1  a  ft           n  ao 

-0.85       def  0.27 
1.85      11.5  0.31 

0.80  1.7 
0.40  2.9 

n             n  9 
u.uo  u.z 

1.00  2.1 

2.04  9.6 

20.01  0.44 
10.57  0.76 

4  39             n  17 

4-OZ             U.  1  / 

46.55  0.99 
25.41  1.20 

571     416       Union  Camp 
667     676       Union  Carbide 

SS?      711          Tlr-inn  Parifir 
OJ*        '  3X            UlilUIl  rdClllL 

602    734      United  Brands 
759     838       United  Energy 

53.8 
22.9 
— jj.n 
43.6 
-5.2 

43%-21         38  Vi 
73%-32%  61% 

7Ql/«    9Q1A  Zf\3A 
/7/4-Z7/4  /4 

271/8-  6V2  23% 
54 '/s-22  45% 

2.32      16.7  1.01 
-5.10       def  0.47 
a  1  n       i  i  a            n  tx 

in    10.5  0.11 

-0.85       def  0.37 

1.64  4.2 

3.40  5.5 
i  on           i  c 

0.05  0.2 
2.48  5.5 

26.44  0.68 
69.89  1.13 

of.yo  U./o 

21.85  0.91 
31.00  0.68 

619    868      United  Illuminating 
108    216      United  Merchants 

574      59?  IISRanrnm 

900    808      US  Home 
75      61      United  States  Shoe 

37.9 
292.0 

19  A 

-58.3 
352.5 

29  -  9  25 
18%-  3'/i  18Vs 

jZ     —  1 L V 4         0 U  /8 

20%-  5  6W 
49  -  9%  451/4 

5.81       4.3  0.67 
-2.41        def  0.19 

1  1 A             Q  A                   n  ~7A 

O.Z4         y.4  U./4 

-0.40       def  0.23 
2.78      16.3  0.54 

2.32  9.3 
none  0.0 
l.UU  6.6 

none  0.0 
0.92  2.0 

33.80  1.35 
16.82  0.93 
lb. 3D  Uo/ 
7.95  1.27 
19.64  0.43 

730    566      United  States  Steel 
61 1    424      United  Technologies 

647       721           Ilnitpd  Tplprnm 

138    173      United  Virginia  Bkshs 
514    574  Univar 

5.1 
40.6 
90  n 

246.0 

72.5t 

35'/4-16  26 
45   -15%  42% 

48'/4-13i/2  46'/2 
35  -12%  22 

1.03      25.2  0.17 
2.00      21.4  0.35 

~i  1  a          fin  n/o 
Z.Z4        y.y  U.60 

5.16         9.0  0.81 

1.82      12.1  0.13 

1.20  4.6 
1.40  3.3 
1.92  8.6 
1.64  3.5 
'  0.80  3.6 

41.63  1.60 
30.25  0.71 

i  0  "7 1             rt  0  a 
lo./l  U.04 

29.37  0.63 
17.08  0.78 

281     488       Universal  FnnHt 
631     257      Universal  Leaf 
845     336  Unocal 
425    567  Upjohn 
NR     NR      US  West 

AAA  7 
14**./ 

34.4 
-31.1 

97.6 
NA 

7|            1  1  3/„  TQI/, 

O  1     —  I  1  Tt         ZO  V4 

23%-10%  21% 
51   -21V4  30% 
135 '/2-38  133% 
84%-55!/s  82'/4 

2.51       11.5  0.4U 
2.62       8.3  0.32 

4.05  7.6  0.33 

6.06  22.0  2.04 
9.86       8.3  1.02 

1.12  3.9 
1.00  4.6 
1.20  3.9 
2.80  2.1 
5.72  7.0 

\7 .2b  0.60 
15.17  0.70 
32.78  1.07 

37.00  0.28 

69.01  0.84 

524      42      USAir  Group 
496     632  USF&G 
236     314  USG 

66.5 
77.0 
170.5 

39%-10  29'/s 
39/8-15%  37Vi 
44%-13  44% 

4.06        7.2  0.45 
-0.50       def  0.69 
6.32       7.1  0.60 

0.12  0.4 
2.20  5.9 
1.68  3.8 

31.78  1.09 
20.14  0.54 
25.67  0.58 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  31,  1980  to  Nov.  22,  1985. 
to  stock  company.  Range  is  for  period  since  such  change.    'Does  not  include  stock 
not  reflect  the  value  of  shares  received  in  a  spinoff.    NE:  Negative  equitv.    def:  D< 

NA:  Not  available.    NR:  Not  ranked 
div  idends  in  Transco  Exploration  Part 

■ficit. 

due  to  merger,  spinoff, 
ners  as  part  of  the  divide 

iew  issue  or  conversion 
rid.    tPrice  change  does 
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Latest 

Book 

5-year 

1981-85 

12-month 

Price/ 

Price/ 

Indicated 

Book 

value/ 

|  Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

recent 

c 

• 

8.4 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

price 

1  57 

528 

USLife 

63.1% 

43  -14»/2 

393/4 

$0.78 

51.0 

0.78 

$1.12 

2.8% 

$38.94 

0.98 

10 

547 

Utah  Power  &  Light 

62.8 

267/s-15 

26VSi 

1.93 

13.6 

1.39 

2.32 

8.8 

18.42 

0.70 

13 

913 

Valeto  Energy 

-66.6 

405/a-  5Vs 

13 

-0.01 

def 

0.12 

none 

0.0 

17.89 

1.38 

r 

582 

V  dllCV  INdllUIliil 

Ai  1 

AO  1A    1  1  l/o 
tZ'/4—  10/8 

1ft  1/. 
00/4 

A  17 

O  Q 
O.O 

U.00 

l.oZ 

3.5 

28.39 

0.74 

1  s 
♦3 

911 

—  j  — ■ 

V  allctll  r\>SUl.ldll> 

92.9 

A13A     1  1  3/„ 
DO  /» — 1 1  v8 

1  71A 

Z/  /8 

1   1  O 

1 .  iy 

ZZ.o 

n  /in 

U.zo 

1  r\ 
1  .U 

19.57 

0.72 

23 

39 

VF 

652.0 

51'/.-  6% 

51 

4.22 

12.1 

1.14 

1.28 

2.5 

14.27 

0.28 

33 

260 

Vulcan  Materials 

109.6 

S7Vi-3SiA 

$7Vi 

6.59 

13.3 

1.02 

2.80 

3.2 

44.21 

0.51 

34 

144 

Wachovia 

298.7 

38%-  8% 

36V8 

3.55 

10.2 

1.23 

1.00 

2.8 

17.52 

0.48 

19 

6 

Wal-Mart  Ctnrpc 

TV  df'l'ldl  I    J  l  U 1  C5 

690.1 

ini/>_  i3/D 

OU  /8 —  Ov8 

zy  /s 

1  nft 

T7  7 

1  .U  / 

u.  1 1 

n,  c 

o.oz 

nil 

3D 

1 99 
l  zz 

Walnnaiim 

V¥  dlUUtlUHI 

338.2 

9  71/.  Cl/„ 
Z  /  /4 —    D  /8 

Z/  /4 

z.yy 

Q  1 

y.  1 

n  HQ 

U.Uo 

n  o 
u.z 

o  2  no 
zo.uy 

U.oo 

37 

28 

Walgreen 

479.3 

30  »/4-  45/s 

277/, 

1.53 

18.2 

0.54 

0.50 

1.8 

6.76 

0.24 

54 

108 

Wang  Laboratories 

-7.9 

42»/2-12 

187/s 

-0.20 

def 

1.12 

0.16 

0.8 

8.93 

0.47 

39 

79 

Warnaco 

290.4 

361/4-  75/s 

30  Vi 

1.90 

16.1 

0.52 

0.88 

2.9 

17.29 

0.57 

76 

742 

Warner  Communications 

111+ 
—  i  i.j+ 

AHA    1  7 
OO  V4— 1  / 

7.A  1A 
Of/2 

0  10 
— z.oy 

act 

C\  OO 

u.yy 

none 

U.U 

4.86 

0.14 

LI  4 

All 

Witnur.l  Qtnhprl 
»»  J  1 11C  [  "Ld  III  If  t  1  I 

103  7 

AAlA    1  7 
to  /2 — 1  / 

4  1 
tl 

1  f\A 

o.ut 

10.3 

u.yo 

1  QA 

1 .00 

1  Q 

O.o 

1 0  to 

n  a  a 

43 

476 

Washington  Gas  Light 

93.1 

23'/2-103/4 

21 

2.35 

8.9 

0.45 

1.66 

7.9 

16.18 

0.77 

24 

638 

Washington  National 

5.6 

39Vk-141/4 

263/4 

0.66 

40.5 

0.37 

1.08 

4.0 

32.19 

1.20 

54 

70 

Washington  Post 

408.3 

130  -19  Vh 

115 

8.53 

13.5 

1.38 

0.96 

0.8 

27.17 

0.24 

41 

150 

Waste  i^anagement 

1917 

OH7  2— 1Z  /4 

11?A 
OO  /8 

1  .OO 

on  a 
zu.t 

z.  1 1 

n  ag. 
U.to 

1  A 
X  .t 

o  no 
y.uy 

n  0  7 

U.z/ 

1  A 
It 

C.17 

Dpi  F  VV'phh 

119  8 

0C  A7/a 
ZO     —   *t  /8 

1  y  /2 

1  OA 

i  .yt 

1  n  1 

1U.  1 

u.to 

u  zu 

l.U 

1  A  CO 

1  t.oy 

n  7A 

U.  /o 

87 

124 

Weis  Markets 

336.9 

361/4-  8 '/« 

361/4 

1.91 

19.0 

1.12 

0.50 

1.4 

10.49 

0.29 

05 

410 

Wells  Fargo 

115.8* 

62'/4-181/4 

61  Vi 

8.03 

7.7 

0.39 

2.72 

4.4 

56.21 

0.91 

67 

76 

Wendy's  Intl 

366.7 

1914-  37/a 

165/8 

1.02 

16.3 

1.14 

0.24 

1.4 

4.97 

0.30 

16 

275 

West  Point-Pepperell 

QO  A 
vy.*. 

C.A7A    10  l/o 
Ot /8— iy  78 

40  3/0 
tZ  v8 

1  7£ 

1  C  /l 

1  o.t 

u.00 

z.zu 

^  0 

o.z 

tt.  1  0 

1  C\A 

1  ut 

0  3 
~  J 

700 

Western  Air  Lines 

91  1 

1  1  /8 —  ZV8 

7 

U.7J 

7  4 

/  .t 

nil 
u.zo 

none 

n  n 

U.U 

1  nft 
z.uo 

n  in 

U.OU 

44 

916 

Western  Co  No  Amer 

-91.6 

32'/8-  1*4 

23/8 

-1.48 

def 

0.20 

none 

0.0 

7.51 

3.16 

66 

867 

Western  Union 

-39.7 

54i/4_  53/4 

14S/8 

-4.24 

def 

0.32 

none 

0.0 

26.63 

1.82 

80 

197 

Westinghouse 

213.1 

463/4-107/8 

463/s 

3.31 

14.0 

0.78 

1.20 

2.6 

21.40 

0.46 

87 

884 

Westmoreland  Goal 

—14.1 

073/.    1  11/, 
Z  /  /4—  1 O  72 

1  03A 

iy  /4 

7  1  a 

Gel 

n  oft 
u.zo 

n  ac\ 
u.tu 

z.u 

on  77 

zu.  /  / 

1  nc; 
1  .uo 

HI 

Westvaco 

7C.  C. 
/O.O 

AO  1A1A 
tZ     —  iO/2 

4  1  1A 
t  I  /4 

0.00 

1  1  1 

n  ao 
u.oy 

1  10 

1  .oz 

1  0 

o.z 

10  ftO 
OZ.oZ 

n  en 

U.oU 

02 

266 

Wetterau 

137.4 

38-y4-  9Vk 

36!/2 

2.80 

13.0 

0.12 

0.98 

2.7 

16.32 

0.45 

82 

819 

Weyerhaeuser 

-13.6 

413/4-22!/2 

29 '/2 

1.05 

28.1 

0.71 

1.30 

4.4 

23.04 

0.78 

02 

771 

Wheeling-Pittsburgh 

-59.5 

401/8-  63/s 

8V2 

-52.63 

def 

0.05 

none 

0.0 

41.76 

4.91 

95 

240 

Whirlpool 

i  io  n 

C7       1  07 /a 
of  -10/8 

to 

t.oz 

1  n  n 

U.jU 

1  no 
z.uu 

4  1 
t.o 

0O  OA 

zy.yt 

n  ac. 
u.00 

1Q 

/{JO 

White  Consolidated 

n  i 

Aft3A_0  0  1A 
10  /8 — ZZ  /2 

oz 

— o.uu 

rlpf 

n  if* 
u.zo 

1  -OU 

A  1 
t.  f 

in  r  1 

n  oa 
u.yo 

48 

778 

Whittaker 

-32.6 

507/s-14V2 

197/8 

2.04 

9.7 

0.23 

0.60 

3.0 

24.43 

1.23 

11 

941 

Wickes  Cos 

-66.0 

16V8-  2 

43/8 

0.92 

4.8 

0.14 

none 

0.0 

3.55 

0.81 

05 

660 

Wicor 

43.2 

3116-15% 

28s/8 

3.37 

8.5 

0.20 

2.42 

8.5 

28.16 

0.98 

32 

650 

Willamette  Inds 

11  ft 

AfllA    1  A I A 
to  /4—  1  O '/ 4 

tO  /4 

A  Al 

t.tz 

iu.O 

U.O  1 

1 .03 

1  c: 
O.o 

0ft  71 

Zo.  1  O 

n  ai 
u.oi 

ou 

fi91 

Williams  Cos 

Ifl  A 

A71A    1  0  Vo 
t/  '/>—  1Z  /8 

zy 

1  1^ 
1 .0  J 

z  1 .0 

n  1 1 

U.O  1 

1  AC\ 

A  ft 
t.o 

17  AX 

0  /  .to 

1  00 
1  .zy 

19 

352 

Wilson  Foods 

6.7tt 

15   -  4vs 

6 

-2.80 

def 

0.02 

none 

0.0 

8.35 

1.39 

.42 

368 

Winn-Dixie  Stores 

121.7 

38%-15% 

35% 

2.62 

13.6 

0.19 

1.74 

4.9 

15.80 

0.44 

87 

NR 

Winn  Enterprises 

208.3 

516-  3/8 

4% 

-0.05 

def 

0.06 

none 

0.0 

3.54 

0.77 

46 

309 

Wisconsin  Electric 

101.  Z 

AniA  i  iia 

fU  /I — lO  /2 

38% 

4  42 

8.8 

0  90 

2  48 

6  4 

28.41 

0.73 

1  1 

46o 

Wisconsin  P&L 

1  11  A 

-IfWo   1  £  1A 
tUV8 — 1  O  V2 

103/c 
O7  /8 

d.  97 

9  2 

n  09 

u.y  z 

9  7fi 

7  n 

26  03 

0  66 

'.76 

378 

Wisconsin  Public  Svc 

145.6 

39%- 14% 

383/8 

4.16 

9.2 

0.71 

2.86 

7.5 

27.20 

0.71 

128 

450 

Witco 

97.0 

40'/2-13% 

383/4 

3.88 

10.0 

0.39 

1.48 

3.8 

25.35 

0.65 

117 

531 

FW  Woolworth 

131.3 

58'/s-157/8 

57'/4 

4.74 

12.1 

0.31 

2.00 

3.5 

32.64 

0.57 

157 

432 

Worthington  Inds 

ov.y 

20  —  6I/4 

183/4 

1.39 

13.5 

0.73 

0.44 

2.3 

7.37 

0.39 

:23 

487 

wm  wngley  |r 

i  fii  n 

0 1  1A  901/o 

y  1  /  2— zy  /  8 

00/2 

D.UZ 

1  A  7 

1  no 

1  -UZ 

1  in 

1  s 

n  17 

'03 

319 

Wyman-Gordon 

10.5 

1 7  1/.    1  C 1A 
d  1  74—  1 D  '/2 

z  1 

1    1  O 

1 .  iy 

1  7  A 

n  07 

u.y  / 

U.oU 

1  fi 

O.O 

17  19 

n  ft9 

U.oZ 

'54 

898 

Xerox 

-4.0 

64  -27'/s 

571/2 

1.83 

31.4 

0.63 

3.00 

5.2 

42.77 

0.74 

.68 

294 

Yellow  Freight  System 

222.6 

25 '/4-  5% 

25 

1.93 

13.0 

0.47 

0.54 

2.2 

9.84 

0.39 

'18 

572 

Zale 

6.8 

34  -17% 

29  Vi 

2.27 

13.0 

0.34 

1.32 

4.5 

38.00 

1.29 

»25 

686 

Zapata 

-74.6 

39%-  7% 

9'/4 

0.12 

NM 

0.52 

0.12 

1.3 

23.17 

2.50 

12 

3 

Zayre 

846.3 

61'/.-  5Vz 

571/8 

3.37 

17.0 

0.42 

0.48 

0.8 

17.75 

0.31 

'62 

229 

Zenith  Electronics 

-6.4 

38%-  9% 

18% 

0.02 

NM 

0.26 

none 

0.0 

20.00 

1.10 

(86 

654 

Zurn  Industries 

108.6 

41'/a-17% 

39% 

2.67 

14.7 

0.63 

1.32 

3.4 

26.39 

0.67 

Note:  Except  as  indicated,  price  changes  are  from  Dec.  3 1 .  1980  to  Nov.  22. 1985  NR:  Not  ranked  due  to  merger,  spinoff,  new  issue  or  conversion  to  stock  company  Range 
is  for  period  since  such  change.    ^Shares  outstanding  have  declined  by  10%  or  more  in  the  last  year.    ttFour-year  price  change.    NM:  Not  meaningful    def:  Deficit. 
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WHO'S 
WHERE  IN 
PROFITABILITY 

Leading  in  profitability  is  a  bit  like  being  heavyweight  champ: 
The  reign  is  sweet  but  usually  short. 


Iast  year  MCI  ranked  first  among  all  companies  on 
_  our  lists  in  five-year  average  return  on  equity,  with 
I  an  astronomical  125.3%.  That  was,  of  course,  a 
statistical  fluke — unsustainable.  This  year  MCI  weighed 
in  with  a  still  high,  but  much  more  reasonable,  32.1%. 

The  new  leader  is  Price  Co.,  which  moved  from  fifth 
place  to  first  even  though  its  five-year  return  on  equity 
declined  a  mite,  from  65.7%  to  63.8%.  Latest  four-quarter 
results  at  Price  didn't  surpass  five-year  results,  but  a  45.1% 
return  for  the  latest  12  months  indicates  that  this  ware- 
house-style retailer  has  yet  to  run  out  of  steam.  Price  is  a 
shoo-in  for  a  high  ranking  next  year  even  if  it  slips  over  the 
next  few  quarters. 

Some  high  returns  on  equity  may  not  be  as  good  as  they 
seem.  Chrysler's  flirtation  with  disaster  back  in  the  early 
1980s  created  an  equity  account  deficit  that  lasted  for 
three  years.  As  the  public  snapped  up  K  cars,  born-again 
Chrysler  earned  $1.5  billion  in  1984.  Measured  against 
equity  of  $  1 . 1  billion  in  1 983,  that  was  a  spectacular  return 


on  equity  of  over  125%.  Over  the  last  12  months 
Chrysler's  return  is  still  59.2%.  This  profitability  willl 
diminish  as  the  company  restores  its  book  value.  In  the 
meantime  a  five-year  average  profitability  for  Chrysler 
can't  be  calculated  because  of  the  losses  in  1981  and  1982. 

High  returns  on  equity  may  also  indicate  high  capital 
leverage.  Litton  Industries,  for  example,  has  a  five-year 
profitability  figure  of  22.9%.  But  its  debt  as  a  percentage  of 
equity  is  158.3% — considerably  higher  than  most  of  the 
other  companies  in  its  industry  subgroup  (see p.  160). 

Profitability  is  hard  to  achieve  and  even  harder  to  main- 
tain. Of  the  50  leading  firms  on  that  count  in  the  1981 
Annual  Report  on  American  Industry,  only  11  are  still 
members  of  this  select  group.  Of  the  bottom  50  compa- 
nies, 15  were  graduated  out  of  the  cellar  group,  while  6 
were  acquired  or  went  private  and  13  were  dropped.  In: 
business  school  they  call  this  gyration  of  ranks  "regression 
toward  the  mean."  Meaning,  with  time  both  fantastic  and 
rotten  companies  tend  to  move  toward  the  merely  average. 


Who's  where  in  profitability 


Return  on  equity 
latest 
5-year  12 
Company                      rank  average  months 

Return  on  equity 
latest 
5-year  12 
Company                        rank  average  months 

Return  on  equity 
late 

5-year  12 

Company                      rank  average  mom 

Price  Co                          1       63.8%  45.1% 
Apple  Computer                2       63.8  12.9 
Jefferson  Smurfit               3       55.7  17.8 
Subaru  of  America              4       55.5  35.9 
NIKE                               5        55.4  9.6 

American  Home  Products  19       34.2%  33.8% 
Geico                            20       34.1  19.1 
Texas  Oil  &  Gas               21        33.6  18.4 
Lockheed                       22       33.5  32.5 
Prime  Computer               23       33.2  17.0 

Telex                            37       29.5%  32| 
Federal  Express                38       29.4       12  i 
Wang  Laboratories            39        29.0  de 
American  Continental       40       28.8  52.! 
G  Heileman  Brewing         41        28.7  16.J 

ServiceMaster  Inds            6       43. 1  46.9 
Limited                          7       41.6  44.2 
Columbia  S&L                  8       41.1  42.1 
Tandy                            9       40.1  19.3 
Big  Bear                         10       38.5  29.4 

Humana                        24       33.1  28.6 
Dow  Jones                     25       32.2  26.1 
MCI  Communications      26       32.1  9.8 
Pioneer                           26       32.1  16.8 
Hasbro                          28       31.8  29.1 

EG&G                           42       28.6  35.: 
MEI                                43        28.4  20.- 
Bindley  Western  Inds        44        28.2  14.5 
k  Computervision               45       28.0  de 
Kellogg                          46       27.5  54.5 

Student  Loan                  11       38.2       29  3 
Dun  &  Btadstreet             12       37  9  23.3 
Charter  Medical               13       35.9  32.3 
Bruno's                          14       35.1+  23.0 
Savannah  Foods               15       35.1  16.6 

SmithKline  Beckman        29       31.7  24.6 
Comdisco                      30       31.6  30.3 
LB  Foster                        31        315  1.6 
VF                                32       30.9  29.6 
Schlumberger                   33       30.6  15.1 

Phibro-Salomon                47        27.5       11 J 
Mitchell  Energy               48       27.1  4.1 
First  Boston                    49       27.1  22.C 
Natl  Convenience            50       27.0  12.C 
American  Stores               51        26.8  26.1 

Wal-Mart  Stores               16       34.9       30 .7 
Standard  Oil  Ohio            17       34.5  16.4 
General  Cinema              18       34.5  34.5 

Food  Lion                        34       30.4  27.3 
TIE/Communications       35       30.3  def 
Deluxe  Check                 36       29.8  33.4 

Circuit  City  Stores           52       26.8  22.* 
Super  Valu  Stores              53        26.6  19.C 
PulteHome                    54       26.5  13.f 

def:  Deficit,  t  Four-year  average. 
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Company 

RH  Macy 
Tesoro  Petroleum 
Revco  DS 
Teledyne 
Entex 

Finl  Corp  of  America 
Browning-Ferris  Inds 
Midlantic  Banks 
Supermarkets  General 
American  Brands 

Chesebrough-Pond's 
General  Dynamics 
Morton  Thiokol 
State  Street  Boston 
Giant  Food 

Hilton  Hotels 
National  Medical 
Holly  Corp 

Texas  Commerce  Bcshs 
Rorer  Group 

New  York  Times 
USAir  Group 
Emerson  Electric 
Gap 

Roadway  Services 

Fuqua  Industries 
Ametek 

American  Medical 
Intl  Flavors  &  Frags 
Shaklee 

Snap-on  Tools 
Boeing 

Weis  Markets 
Hewlett-Packard 
Fremont  General 

Blount 
Raytheon 
HJ  Heinz 

Freeport-McMoRan 
General  Electric 

McLean  Industries 
United  States  Shoe 
Bowater 

Anheuser-Busch  Cos 
Hannaford  Bros 

Occidental  Petroleum 
Minn  Mining  &  Mfg 
E-Systems 
Petrie  Stores 
Piedmont  Aviation 

Winn-Dixie  Stores 

Cullum  Cos 

Pentair 

Cabot 

Sysco 

Saga 

Wyman-Gordon 
Service  Merchandise 
Exxon 
Amoco 

Procter  &  Gamble 
Hershey  Foods 
Cincinnati  Financial 


ttThree-year  average. 


Return  on  equity 
latest 
5-year  12 
rank  average  months 

118  21.4%  16.3% 

119  21.4  def 

120  21.3  7.4 

121  21.3  24.6 

122  21.3  11.5 


123  21.2  def 

124  21.2  22.4 
124  21.2  19.1 

126  21.1  21.7 

127  21.1  18.6 


128  21.0  16.8 

129  21.0  37.8 

130  21.0  29.5 

131  21.0  19.3 

132  21.0  22.3 


132  21.0  19.3 

134  20.9  16.8 

135  20.9  22.7 

136  20.9  10.8 

137  20.8  18.4 


138  20.8  23.4 

139  20.8  12.8 

140  20.7  19.9 
140  20.7  8.6 
140  20.7  14.6 


143  20.71  17.9 

144  20.6  17.2 

145  20.6  19.9 
145  20.6  19.3 
147  20.6  8.3 


147  20.6  20.1 

149  20.5  13.3 

150  20.4  18.2 

151  20.4  13.8 

152  20.3  113.5 


153  20.3  10.8 

154  20.3  18.8 

155  20.3  23.2 

156  20.2  17.5 

157  20.2  18.5 


157  20.2  def 

159  20.2  14.2 

160  20.2  20.2 

161  20.1  19.4 

162  20.1  18.9 


163  20.1  12.7 

164  20.1  18.1 

165  20.1  20.7 
165  20.1  18.4 
167  20.1  15.7 


168  20.0  17.1 

169  20.0  17.7 

170  20.0  17.9 

171  19.9  def 

172  19.8  16.5 


173  19.8  14.4 

174  19.8  6.9 

175  19.8  5.2 

176  19.8  15.8 

177  19.8  16.5 


178  19.7  12.8 

179  19.7  16.8 

180  19.7  13.0 


Company 

Time  Inc 
Masco 
Pennzoil 
Lear  Siegler 
Genuine  Parts 

Square  D 
National  Service 
General  Mills 
Tracor 

Automatic  Data 
Sonat 

Avon  Products 
Murphy  Oil 
Southwestern  Pub  Svc 
Tandem  Computers 

Southmark 
Valero  Energy 
General  Host 
Gillette 

Stop  &  Shop  Cos 

Flowers  Industries 
Johnson  &  Johnson 
Bergen  Brunswig 
Lucky  Stores 
Meredith 

Clorox 

Universal  Leaf 
Hospital  Corp 
Anixter  Bros 
American  Intl  Group 

Payless  Cashways 

MCorp 

Pfizer 

First  Atlanta 
Hillenbrand  Inds 

Computer  Sciences 
IU  International 
MGM  Grand  Hotels 
Rockwell  Intl 
Combined  Intl 

Times  Mirror 
Banc  One 
Fleming  Cos 
McCormick 
Dillard  Dept  Stores 

Transco  Energy 
Nucor 

Curtice-Burns 
Oxford  Industries 
John  Blair  &  Co 

Bankers  Trust  NY 
Sara  Lee 
Ryder  System 
Arkla 

Big  V  Supermarkets 

Old  Republic  Intl 
Purolator  Courier 
Nordstrom 
Longs  Drug  Stores 
Sanders  Associates 

SCI  Systems 

Fleet  Financial 

Std  Commercial  Tob 


Return  on  equity 
latest 
5-year  12 
rank  average  months 

180  19.7%tt  20.0% 

182  19.7  16.9 

183  19.7  10.5 

184  19.7  15.9 

185  19.6  17.9 


186  19.5  16.3 

187  19.5  18.1 

188  19.5  def 

189  19.4  15.9 

190  19.4  17.6 


191  19.4  9.5 

192  19.3  13.9 
192  19.3  8.5 
192  19.3  20.9 
192  19.3  8.9 


196  19.3  19.6 

197  19.3  def 

198  19.3  41.8 

199  19.2  20.0 

200  19.2  12.8 


201  19.2  19.4 

202  19.2  20.3 

203  19.2  17.2 
203  19.2  17.5 
205  19.2  19.6 


206  19.1  19.6 

207  19.0  18.3 

208  19.0  17.9 

209  19.0  9.1 

210  19.0  10.0 


211  18.9  13.7 

212  18.9  12.5 
212  18.9  21.9 

214  18.8  22.3 

215  18.8  15.2 


216  18.8  15.9 

217  18.8  def 

218  18.7tt  NE 
218  18.7  24.0 
220  18.6  18.3 


220  18.6  20.5 

222  18.6  18.2 

222  18.6  16.2 

224  18.6  11.1 

225  18.6  19.8 


226  18.6  2.8 

227  18.5  18.8 

228  18.5  15.8 

229  18.5  4.2 

230  18.4  def 


231  18.4  17.2 

232  18.4  19.9 

233  18.4  15.4 

234  18.3  9.8 

235  18.3  13.3 


236  18.3 

237  18.3  def 

238  18.3  16.8 

239  18.2  15.8 
239  18.2  11.6 


241  18.2  15.7 

242  18.2  19.1 

243  18.2  10.5 
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Who's  where  in  profitability 


Return  on  equity 
latest 
5-year  12 
Company                      rank  average  mouths 

Return  on  equity 
latest 
5-year  12 
Company                        rank  average  months 

Ki  turn  (in  equity 
latest 
5-year  12 
Company                        rank  average  months 

Unocal                           243     18.2%  12.4% 
Coleco  Industries              245     18.0  def 
American  Express             246     18.0  15.3 
Merrill  Lynch                  247     18.0  9.0 
United  Energy                  247     18.0  def 

Security  Pacific                 306     16.7%  16.0% 
InterNorth                       308     16.6  13.0 
Hartford  National              309     16.6  18.4 
Amer  Broadcasting            310     16  5  12.9 
Global  Marine                   311      16.5  def 

Bank  of  Boston                  370     15.6%  17.4%] 
Central  &  South  West        370     15.6  16.41 
Rose's  Stores                    370     15.6       14.2  1 
Tecumseh  Products           370     15.6       13  7 
Kroger                            374     15.6     -  15.8 1 

Beverly  Enterprises            249     18.0  12.1 
Pitney  Bowes                   249     18.0  20.8 
Lubrizol                         251     17.9  12.7 
Upjohn                          252     17.9  16.4 
Rubbermaid                      253     !7.9  21.8 

Gerber  Products               312     16.5  15.1 
Tyler                               312     16.5  10.8 
RepublicBank                   314     16.5  13.2 
Baker  International            315     16.5  8.7 
HH  Robertson                  316     16.5  def 

Universal  Foods                 375      15.6  14.5 
Witco                              375     15.6  lr,.3 
Air  Prods  &  Chems           377     15.5       13  1 
Brooklyn  Union  Gas          377     15.5  15.7 
Edison  Bros  Stores             379     15.5  7.8 

Atlantic  Richfield              254     17  9  def 
Warnaco                         254     17.9  11.0 
Circle  K                           256     17.9  23.8 
Consolidated  Papers          257     17.9  25.0 
Barnett  Banks  Fla             258     17.9  18.2 

Sovran  Financial                317     16.4  17.6 
M/A-Com                        318     16.4  9.3 
Halliburton                     319     164  1.2 
New  England  Electric         319     16.4  18.4 
Wachovia                         319,     16.4  20.3 

Baxter  Travenol  Labs         380     15  5 
Norstar  Bancorp                380     15.5  14.9 
Raychem                        382     15.5  9.5 
Stanadyne                       382     15.5  15.3 
Big  Three  Industries          384     15.4  1.9 

Engelhard                       259     17.8  10.2 
Farmers  Group                 259     17.8  16.6 
Shaw  Industries                261     17.7  22.4 
Foster  Wheeler                 262     17.7  8.6 
Interpublic  Group             263     17  7  18.3 

Mercantile  Stores              322     16.3  15.0 
Southland                       323     16.3  16.5 
JackEckerd                     324     16.3  def 
United  Illuminating          325     16.2  17.2 
United  Technologies         326     16.2  6.6 

Alexander  &  Baldwin         385      15.4       18  2 
Bank  of  New  York            385     15.4       15  4 
Briggs  &  Stratton               385     15.4  11.2 
No  States  Power               388     15  4  15.1 
Tektronix                         388     15.4  9.3 

Whirlpool                       263     17.7  15.4 
Consol  Freightways           265     17.7  14.2 
Monfort  of  Colorado           266     17.6  18.2 
Centel                           267     17.6  16.2 
Vulcan  Materials              268     17.6  14.9 

Chevron                         327     16.2  9.3 
Knight-Ridder                   327     16.2  15.5 
Transworld                       329     16.2tt  17.6 
Sterling  Drug                    330     16.2  16.0 
Lowe's  Cos                     331     16.2  17.8 

Fidelcor                           390      15  4  169 
Chemical  New  York          391     15.4  16.2 
Bank  of  New  England         392     15.3  18.0 
Federal  Paper  Board           393     15.3  6.8 
Intel                              394     15.3  2.9 

Whittaker                       269     17.5  8.4 
American  Greetings          270     17.5  18.1 
First  Union                     271     17.4  20.2 
General  Re                      272     17.4  2.8 
Harvey  Hubbell                273     17  4  17.8 

Pittway                          331     16.2  12.6 
Collins  &  Aikman            333     16.1  21.7 
Phillips  Petroleum            334     16.1  8.3 
NCNB                             335     16.1  17.5 
Texas  Eastern                  336     16.1  13.6 

Federal-Mogul                  395     15.3  13.8 
Sun  Company                  396     15.3  4.8 
TECO  Energy                    397     15.2  14.5 
Harris  Corp                     398     15.2  8.0 
Campbell  Soup                 399     15.2  15.7 

Mapco                             274     17.4  17.8 
Dibrell  Brothers               275     17.4  18.2 
Jerrico                            276     17  3  12.1 
Sonoco  Products               276     17.3  18.4 
American  Hospital             278     17.2  14.1 

Westinghouse                  337     16.1  15.5 
Commonwealth  Energy      338     16.0  16.7 
Diversified  Energies           338     16.0  7.2 
Northrop                          338     16.0  33.2 
Kansas  City  Southern        341     16.0  15.7 

Citicorp                          399     15.2  16.0 
CoreStates  Financial          399     15.2  31.8 
Combustion  Eng               402     15.2  def 
Kaman                           402     15.2  17.6 
Questai                            402     15.2  12.7 

Citizens  &  So  Ga               279     17.2  18.9 
PNC  Financial                 280     17.1        18  6 
Thrifty  Corp                    280     17.1  20.7 
United  Virginia  Bkshs        282     17.1  17.6 
Emhart                          283     17.1  15.4 

Reading  &  Bates               341     16.0  def 
North  American  Coal         343     16.0  19.4 
May  Dept  Stores               344     16.0  17.3 
Texas  Utilities                  344     16.0  15.5 
Schering-Plough               346     16.0  14.2 

Illinois  Power                  405     15  1  14.7 
Rohm  &  Haas                  406     15.1  15.3 
Sealed  Power                   407     15.1  13.9 
Southern  Calif  Edison        408     15.1       16.3  j 
Mercantile  Bancorp            409     15.0  12.9 

Pillsbury                         283     17.1  17.6 
Brown  Group                   285     17.1  7.8 
Sundstrand                      286     17.0  13.5 
CBI  Industries                 287     17.0  def 
Zapata                           288     17.0  0.5 

United  Telecom               346     16.0  12.0 
Enserch                           348     16.0  0.3 
Trinity  Industries             348     16.0  def 
Dynalectron                     350     16.0  11.7 
Paine  Webber  Group          351     15.9  8.6 

Portland  Genl  Electric        410     15.0  12.9 
BayBanks                         411      15.0  16.0 
Ruddick                          412     15.0  12.4 
Rohr  Industries                 413     14.9  23.6 
Waldbaum                      413     14.9  13.0 

Media  General                 289     1 7.0  12.0 
Loral                               290     17.0  17.7 
Louisiana  Land                 291     16.9  15.9 
RR  Donnelley                  292     16.9  17.9 
PepsiCo                          293     16.8  29.2 

Perkin-Elmer                   352     15.9  13.2 
Palm  Beach                      353     15.9  2.3 
Quaker  Oats                    353     15.9  20.9 
Iowa-Illinois  G&E            355     15.9  15.6 
Kansas  City  P&L              356     15.9  18.9 

Dart  &  Kraft                     415     14.9  17.1 
PacifiCorp                        415     14.9  16.1 
Valley  National                417     14.9  15.4 
Tyson  Foods                    418     14.9  40.7 
Archer-Daniels                 419     14.9  10.6 

Panhandle  Eastern            294     16.8  7.8 
Golden  West  Finl              295     16.8  43.0 
Alco  Standard                  296     16.8  11.3 
Dayton-Hudson                296     16.8  16.1 
Illinois  Tool  Works           296     16.8  15.2 

Handy  &  Harman              357     15.9  7.6 
Oneok                           358     15.9  9.5 
Eastman  Kodak                 359     15.8  10.4 
Beatrice                           360     15.8  19.7 
Motorola                        361     15.8  6.8 

WmWrigleyJr                  419     14.9  18.5 
Continental  Telecom         421     14.8  17.4 
Mobil                             421     14.8  6.6 
Wisconsin  Public  Svc         423     14.8  15.3 
Meridian  Bancorp              424     14.8  17.3 

Ralston  Purina                  299     16.8  27.3 
Avery  International           300     16.7  18.0 
Avnet                            301     16  7  5.8 
Dexter                           302     16.7  13.6 
TRW                               303     16  7  4.6 

Kansas  Power  &  Light        362     15.8  15.4 
Scott  &Fetzer                  362     15.8  15.3 
Wisconsin  P&L                 364     15.8  16.4 
First  Fidelity  Bncp             365     15.8  14.9 
Moore  Corp                     365     15.8  17.6 

CityFed  Financial              425     14.8  25.5 
Figgielntl                         426     14.8  13.6 
Consol  Natural  Gas            427     14.8  13.9 
Union  Camp                    427     14.8  8.8 
Leaseway  Transport           429     14.8  8.7 

WW  Grainger                    304     16  7  15.2 
CPC  International             305     16.7  11.0 
Ball  Corp                        306     16.7  17.0 

Zayre                              367     15.7  19.0 
Western  Co  No  Amer        368     15.7  def 
JP  Morgan                        369     15.7  18.7 

Bausch  &  Lomb                 430     14.8  19.8 
DennisonMfg                   430     14.8  11.8 
First  of  America  Bank         432     14.7  19.1 

def:  Deficit.    ttThree-year  average. 
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:oples  Energy                 433       14.7%  19.8% 
merican  Standard            434       14.7  12.6 
leveland  Electric             435        14.7  16.5 
imberly-Clark                436        14.7  16.9 
in  Diego  Gas  &  Elec        436        14.7  15.9 

Squibb                             494        14.0%  16.2% 
Torchmark                       494        14.0  19.4 
Stanley  Works                  498       14.0  16.6 
Nash  Finch                       499        13.9  12.0 
Pacific  G&E                    500       13.9  15.8 

Dayton  Power  &  Lt            559       13.1%  12.8% 
North  Amer  Philips            559       13.1  9.7 
Borg- Warner                    561       13.1  10.8 
Houston  Industries            561       13.1  17.2 
George  A  Hormel              563       13.0     11  4 

urn  Industries                436        14  7  10.1 
exas  American  Bcshs       439        14.7  9.0 
Uegheny  Power              440       14.7  13.8 
N  Energy                      441        14.7  11.6 
lorrison-Knudsen            441        14.7  11.6 

Ethyl                             501        13.9  14.7 
General  Instrument           501        13.9  def 
GEO  International            501        13.9  def 
CNA  Financial                  504        13.8  9.8 
Pacific  Lighting                505       13.8  10.2 

Safeway  Stores                 564       13.0  16.4 
Rykoff-Sexton                  565       13.0  14.8 
West  Point-Pepperell          566       13.0  6.2 
Revlon                           567       13.0  11.8 
First  Wisconsin                568       13.0  11.9 

rst  Tennessee  Natl          443        14.7  16.5 
CR                                443        14.7  14.6 
isconsin  Electric             445        14.6  15.6 
enneco                         446       14.6  6.6 
■derated  Dept  Stores         447        14.6  13.1 

WR  Grace                        506        13.8  7.1 
Coachmen  Industries         507       13.8  7.1 
Univar                           507       13.8  10.7 
First  City  Bancorp             509       13.8  3.9 
PPG  Industries                  509        13.8  15.6 

Ohio  Edison                      568       13.0  15.3 
Honeywell                      570       13.0  8.0 
CilCorp                            571       13.0  11.9 
Carolina  Power  &  Lt          572       12.9  15.1 
Montana  Power                573       12.9  9.8 

alco  Enterprises             448       14.6  13.2 
:agram                          448       14.6  9.2 
schbach                        450       14.6  def 
tlMultifoods                 451        14.5  12.3 
lltel                               452        14.5  15.4 

Manhattan  Industries         511        13.8  def 
Manufacturers  Hanover      512       13.7  12.8 
Orange  &  Rockland           512       13.7  13.2 
Baltimore  G&E                514       13.7     14  6 
CBS                               515       13.7  0.3 

Safeco                            574       12.9  9.5 
Transamerica                   575       12.9  8.0 
Mellon  Bank                    576       12.9  12.6 
Jefferson-Pilot                  577       12.9  15.8 
Westvaco                        578       12.8  11.1 

S  Bancorp                     453        14.5  12.2 
aesars  World                  454        14.5  16.3 
TE                                455        14.4  14.2 
rag  Island  Lighting          455        14.4  16.8 
ortheast  Utilities            455        14.4  18.9 

Rainier  Bancorp                515       13  7  14.0 
Smithfield  Foods              517       13.7  15.8 
Harcourt  Brace                 518       13.7  19.5 
Commonwealth  Ed           519       13.7  15.8 
Hanover  Insurance            520       13.7  3.0 

Allied  Stores                     579       12.8  15.3 
Columbia  Gas  System        579       12.8  def 
Philadelphia  Electric          579       12.8  14.3 
Sun  Chemical                  579       12.8  10.7 
Burlington  Northern          583       12.8  13.4 

eneral  Signal                  458       14.4  11.5 
rst  Interstate                 459       14.4  13.1 
rumman                       459       14.4  14.9 
entral  Hudson  G&E         461        14.4  15.9 
ooper  Industries             462       14.4  9.6 

Kidde                             521        13.7  12.0 
Wells  Fargo                     522       13.7  14.3 
Sherwin-Williams             523       13.6  17.6 
First  Bank  System             524       13.6  14.8 
Oklahoma  G&E               525       13.6  12.4 

Farm  House  Foods             583       12.8  9.8 
McDonnell  Douglas           583       12.8  14.6 
Chubb                            586       12.8  7.3 
Ogden                            586       12.8  8.4 
Coastal  Corp                    588       12.8  15.8 

jneb  Services                 462       14.4  3.2 
hnson  Controls              464       14.4  14.7 
icledeGas                     464        14.4  18.0 
onsolidated  Edison          466        14.4  14.2 
elco                             466       14.4  10.8 

Munford                          526        13.6  10.7 
Ohio  Casualty                  527       13.6  6.4 
Fairchild  Industries           528       13.5  def 
Norfolk  Southern              529       13.5  10.9 
National  Fuel  Gas             530       13.4  15.1 

Fluor                               588       12.8  def 
Riggs  National                 588       12.8  13.2 
Magic  Chef                       591       12.7  19.8 
National  City                   591       12.7  16.5 
Allied-Signal                    593       12.7  14.0 

merican  General             468       14.3  13.2 
liraco                           469        14.3  15.2 
aley  Continental            470       14.3  0.8 
igital  Equipment             471        14.3  8.5 
Y  State  E&G                  471        14.3  14.6 

Borden                           531        13.4  13.9 
Colgate-Palmolive             531        13.4  4.2 
So  New  England  Tel          533       13.4  12.6 
American  Family              534       13.4  18.2 
Bank  of  Virginia               534       13.4  18.3 

Cincinnati  G&E               594       12.7  14.2 
First  Security                   594       12.7  5.2 
Stone  Container               594       12.7  3.7 
FPL  Group                      597       12.7  16.3 
Public  Service  Colo           597       12.7  12.7 

luthern  Company           473        14.3  17.3 
uke  Power                     474        14.3  13.7 
WG                               474        14.3  def 
untington  Bcshs             474        14.3  16.1 
aryland  National            474       14.3  16.9 

Insilco                             534        13.4  10.6 
MidCon                          534       13  4  def 
MCA                               538        13.4  9.5 
Idle  Wild  Foods                 539        13.3  12.7 
Holiday                          540       13.3  16.1 

Atlantic  City  Electric         599       12.7  11.7 
JC  Penney                        599       12.7  10.1 
Warner-Lambert               601       12.6  16.7 
Gt  Northern  Nekoosa         602       12.6  6.1 
Yellow  Freight  System       602       12.6  19.6 

vingBank                     478       14.2  12.7 
iagara  Mohawk  Power      478        14.2  14.2 
ZP  Group                      480        14.2  14.7 
eetwood  Enterprises        481        14.2  21.0 
eyCorp                         482       14.2  17.1 

Ex-Cell-O                         541        133  12.1 
Intl  Minerals  &  Chem       541        13.3  8.7 
Marsh  Supermarkets          543       13.3  11.5 
Middle  South  Utils            543       13.3  14.1 
Carpenter  Technology        545       13.3  6.0 

Louisville  G&E                604       12.6  14.0 
Federal  Co                       605       12.6  15.6 
Boston  Edison                  606       12.6  14.8 
Florida  Progress                607       12.5  17.3 
Shawmut                        608       12.5  15.4 

irker-Hannifin                482        14.2     14  7 
Momac  Electric               484        14.1  17.4 
ulf  States  Utilities           485        14.1  14.2 
jsiness  Men's  Assur        486       14.1  13.2 
lblic  Service  NH             486        14.1  11.2 

Public  Service  Ind             545       13.3  3.5 
American  Petrofina           547       13.2  6.4 
Scana                               547        13.2  14.6 
Delmarva  Power  &  Lt        549       13.2  15.4 
Toledo  Edison                  549       13.2  19.7 

USF&G                          609       12.5  def 
Strawbridge                     610       12.5  16.0 
Economics  Lab                 611       12.4  18.4 
Public  Service  E&G            612       12.4  14.0 
JWT  Group                      613       12  4     14  0 

tutheast  Banking            486       14.1  11.7 
apital  Holding                489        14.1  13.1 
BchesterG&E                489       14.1  16.7 
wa  Resources                491        14.0  10.9 
SG                              491        14.0  24.6 

Chase  Manhattan             551        13.2  12.9 
Wetterau                          551        13.2  17.2 
Hartmarx                        553       13.2  13.8 
Kmart                           554       13.2  12.4 
Paccar                            554       13.2  12.8 

Centex                             614       12.4tt  14.3 
PennP&L                       615       12.3  11.1 
Seaway  Food  Town            615       12.3  11.3 
Greyhound                      617       12.3  10.3 
Washington  Gas  Light        618       12.3  14.5 

cKesson                       493        14.0  12.5 
earhart  Industries           494        14.0  2.0 
ovident  Life  &  Acc          494        14.0  13.6 

Super  Food  Services            554        13.2  16.8 
Central  111  Pub  Svc            557       13.2     11  4 
MGM/UA  Entertainment    558       13.2  def 

Colt  Industries                 619       12.3  39.8 
Gordon  Jewelry                 620       12.3  3.3 
EI  du  Pont                        621       12.2  7.6 

'f.  Deficit    ttThree-year  average. 
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Xerox                            622       12.2%  4.3% 
Echlin                            623        12.1  17.5 
Harsco                           624       12.1  14.2 
Travelers                        625       12.1  7.9 
Hercules                         626       12.1  11.0 

Carson  Pirie  Scott              685        10.8%  13.4% 
Parker  Drilling                  686        10.8  def 
USLife                             687        10.8  2.0 
Varian  Associates              688        10.8  6.1 
Life  Investors                   689       10.8  10.7 

General  Motors                 748       9.1%  14. 
Willamette  Inds                 748       9.1  15.1 
Arrow  Electronics             750      9  1  de 
California  First  Bank          751       9.0  9. 
Arvin  Industries               752      9.0  16.1 

Utah  Power  &  Light          627       12.0  10.5 
Central  Maine  Power         628       12.0  0.4 
Datapoint                       628       12.0  def 
DeSoto                           628       12.0  12.7 
Household  Intl                 631        12.0  13.6 

Wicor                              690        10.8  12.0 
CSX                              691        10.8  8.3 
Rollins                            692        10.8t  53.4 
American  Natl  Ins             693        10.7  7.3 
Esselte  Business  Sys          694       10.7  13.2 

Newmont  Mining             752      9.0  1J 
Kay                                 754       8.9  16. 
Northern  Trust                  754       8.9        7 J 
Anderson,  Clayton            756      8.9        2 . 
Owens-Corning                 757       8.9  14. 

Pacific  Resources              631        12.0  117 
Society                           631        12.0  13.7 
Joy  Manufacturing            634        12.0  3.3 
Quaker  State  Oil              635       12.0  10.2 
Texaco                            636        12.0  2.7 

Monarch  Capital               695        10.7  10.0 
Bemis                            696       10.7  12.3 
Eastern  Gas  &  Fuel            697        10  6  def 
ITT                                 698        10.6  6.9 
BankAmerica                    699        10.6  def 

Union  Carbide                  757       8.9  de 
Eagle-Picher  Inds              759      8.9       10  ; 
Springs  Industries             760      8.8  3. 
Textron                            760       8.8  14 
Penn  Central                    762      8.8  71 

Duquesne  Light                637       11.9  13.5 
Arden  Group                   638       11.9  16.8 
Becton,  Dickinson            639       11.9  14.0 
Union  Pacific                   639       11.9  10.8 
Puget  Sound  P&L              641        11.8  13.2 

Sears,  Roebuck                 700       10.6  10.7 
Bearings                           701        10.6  7.8 
Tidewater                       702       10.6  def 
Monsanto                       703       10.5  8.0 
Dresser  Industries              704        10.5  4.7 

Zale                                762       8.8  6« 
DeKalb  AgResearch            764       8.8  5.i 
SCM                                765       8.7  8.2 
Hughes  Tool                    766      8.7        I  f 
RCA                                766       8.7  16.S 

Associated  Dry  Goods        642        11.8  12.2 
Amerada  Hess                   643        11.7  3.9 
Florida  Natl  Banks            643       11.7  30.1 
Tribune                          645       11.7  14.4 
American  District              646        11.7  6.5 

FMC                               705        10.5  5.5 
Alcan  Aluminium              706        10.5  def 
Atlanta  Gas  Light             707       10.5  11.7 
Ceco  Industries                708       10.4  8.8 
Penn  Traffic                      709        10.4  8.8 

No  Indiana  Pub  Svc           768      8.7  6.8 
Southern  Union                 769       8.7  de: 
Foxboro                          770      8.7  0.C 
Moore  McCormack           770      8.7  4.5 
Olin                                770       8.7  de 

American  Cyanamid          647        11.7  10.2 
Natl  Semiconductor          648       11.7  def 
Texas  Instruments            649       11.6  def 
Macmillan                       650        11.6  20.3 
American  Electric             651        11.6  12.3 

Goodyear                         710        10.4  13.6 
Transwaylntl                   710        10.4  12.6 
AmeriTrust                     712       10.3  11.4 
Hawaiian  Electric              713        10.3  11.6 
Williams  Cos                    714        10.2  3.6 

Control  Data                     773       8.7  del 
Mead                             774      8.6  10.5 
IC  Industries                   775      8.6  7.S 
Pennwalt                          775       8.6  del 
International  Paper            777       8.6  del 

Commercial  Metals           651        11.6  7.3 
Data  General                    651        11.6  3.8 
Norton                           654       11.6  8.4 
Kemper                          655       11.5  5.9 
Detroit  Edison                 656       11.5  13.6 

Phillips-Van  Heusen          715        10.2  9.3 
Centerre  Bancorp              716       10.1  8.6 
Scott  Paper                       717        10.1  13.0 
Ferro                               718        10.1  6.8 
Consumers  Power             719       10.0  1.8 

Resorts  Intl                       778       8.6  del 
Washington  National          779       8.6  2.1 
Owens-Illinois                 780      8.6  108 
Black  &  Decker                 781       8.5  del 
Reichhold  Chemicals         782       8.5  7.8 

Perini                            657       11.4  def 
Cummins  Engine              658       11.4  11.2 
Earle  M  Jorgensen             659       11.4  4.8 
Crown  Cork  &  Seal           660       11.3  14.4 
NBD  Bancorp                  661        11.3     12  9 

Marine  Midland  Banks       720         9.9  8.9 
Ponderosa                        721         9.9  0.7 
Alexander  &  Alexander      722         9.8  def 
Athlone  Industries            723         9.8  def 
Morse  Shoe                      723         9.8  6.2 

Berkshire  Hathaway          783      8.4  7.0 
Walt  Disney                      783       8.4  15.0 
American  Maize                785       8.4  1.0 
Dorsey                           786      8.4  11.3 
Alcoa                             787      8.4  2.7] 

Dow  Chemical                  662        11  3  8.6 
InterFirst                         662        11.3  5.3 
Robertshaw  Controls         662        11.3  17.2 
Cincinnati  Milacron          665       11.3  def 
Central  Steel  &  Wire         666       11.3  10.8 

Aetna  Life  &  Cas               725         9.8  6.9 
Outboard  Marine               726         9  8  8.0 
Ryan  Homes                     726         9.8  15.5 
Gates  Learjet                   728         9.7  def 
Corning  Glass  Works         729         9.7  8.5 

Hoover                             788       8.3  17.1 
Kellwood                        789      8.2  17.8 
National  Distillers            790      8.2  4.81 
First  Chicago                    791       8.1         8  0 
Pueblo  International          792      8.1  6.9 

Thorn  Apple  Valley           666       11.3  def 
Kentucky  Utilities            668       11.2  12.6 
National  Gypsum             669       11.2     22  1 
Kerr-McGee                      670        11.2  4.3 
Hammermill  Paper            671        11.1  8.5 

RLC                                729         9.7H  5.6 
Martin  Marietta                731         9.7  37.8 
Manufacturers  Natl            732         9.7  14.2 
Celanese                         733         9.6  16.0 
Amsted  Industries             734         9.6  7.9 

Zenith  Electronics             793       8.0  0.1 
Delta  Air  Lines                 794      8.0  19.6 
Eaton                               795       8.0  20.1 
McDermott  Intl                796       7.9  def 
Primark                          796      7.9  12.7 

Liquid  Air                        672        11.1  10.8 
Roper  Corp                     672       11.1  def 
Dana                               674        11.0  15.1 
Dominion  Resources         674        11.0  12.6 
Norwest                         676       11.0  9.5 

Cameron  Iron  Works          735         9.5  2.8 
NL  Industries                    736         9.4  def 
Sperry                              737         9.4  1.1 
Carter  Hawley  Hale           738         9  4  7.3 

UGI                                739         9.3  7.3 

Gould                              798       7.9  def 
Adolph  Coors                    799       7.8  5.2 
Amdahl                          800       7.8  7.4 
Armstrong  Rubber             801       7.7  7.0 
Champion  Spark  Plug        801       7.7  6.1 

Comerica                        677       11.0  11.1 
Bell  &  Howell                   678        11  0  15.1 
Cluett,  Peabody                 679        10.9  7.3 
MLowenstein                  680       10.9  11.4 
Santa  Fe  Southern             681       10  9  7.6 

Colonial  Penn  Group         740         9.3  13.5 
Heck's                           741         9.3  def 
Gulf  &  Western  Inds          742         9.3  12.6 
Armstrong  World  Inds        743         9.2  15.2 
Diamond  Shamrock           744         9.2  def 

St  Paul  Cos                       801       7.7  def 
Avondale  Mills                 804       7.7  def 
Interlake                          805       7.7  9.1 
Parker  Pen                      805       7.7  10.3 
PSA                                 807       7.6  8.0 

Best  Products                    682        10.9  1.5 
Lincoln  National              683       10.9  11.1 
Interco                           684       10.9  5.9 

Arkansas  Best                   745         9.2  18.3 
Bally  Manufacturing          746         9.1  def 
Godfrey                           746         9.1  11.9 

Sheller-Globe                    807       7  6  18.1 
Jim  Walter                        809       7.6  13.6 
Fisher  Foods                      810       7.5  0.4 

def:  Deficit.    tFour  year  average.    ttThree-year  average. 
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WILL  THE  TOP  D06  OF  INSURANCE  RATINGS 

PLEASE  STAND  UP  ? 


These  were  the  ratings,  all  the  best  you  can  get: 
From  A.M.  Best  and  Company,  for  Financial 
Position  and  Operations  Performance— A+ 
(Excellent). 

From  Moody's  Investors  Service  for  Com- 
mercial Paper  P-1.  For  Long  Term  Debt— Aaa. 
From  Standard  &  Poor's  for  Commercial 


Paper  A-1  Plus.  For  Long  Term  Debt— AAA. 
For  Payment  of  Claims— AAA. 

Here's  a  clue:  Met  Life  earned  this  pedigree. 

Met  Life  and  affiliates  manage  over  $85 
billion  in  assets,  serving  more  than  43  million 
people.  Here's  another  clue:  our  dog's  on  top. 
Naturally. 


GETMET.  ITPAVS. 

Metropolitan  Life 

TAT  AND  AFFILIATED  COMPANIES 


>  1985  Metropolitan  Lite  Insurance  Company,  New  York,  NY 


Commercial  Paper  ana  LongTerm  Debt  ratings 
are  applied  to  Met  Life  Funding,  Inc., 
a  subsidiary  of  Metropolitan  Life  Insurance  Company. 


1 

Who's  where  in  profitability 

 _  —  » 

Return  on  equity 
latest 

Return  on  equity 
latest 

Return  on  equity  f 
■atesi 1 

5-year  12 
Company                      rank  average  months 

5-year  12 
Company                        rank  average  months 

5-year       12  1 

Company                        rank  average  month  [ 

Northwestern  Natl  Life     811       7.4%  4.5% 
Easco                            812      7.3  def 
Research-Cornell            813       7.3  def 
Potlatch                        814      73  6.9 
Smith  International          815       7.3  def 

People  Express                876      3.5%tt  def 
BF  Goodrich                    877       3.4  def 
AMR                                    R7R        "K  A         19  4% 

Of  O            0.*+  I7.t/D 

Crown  Zellerbach            878      3.4  def 
Firestone                       880      33  4.7 

General  Refractories         941       def       1 1.4*1 
Wheeling-Pittsburgh         942      def         def  1 

Tmnprial  Corn  nf  Am           94^        Hpf-H        1  Q  1 

■  in  |)i  I  im  v  i  ii  u  ui  .Till                f     j                 j                1,7  ■ 

Inco                              944      def  3.S 
Evans  Products                 945       def         def  1 

Weyerhaeuser                 816      72  4.6 
Burroughs                      817       7.1  9.9 
Burlington  Inds               818      7.1  1.1 
Equitable  of  Iowa             819      7.0  4.3 
Fieldcrest  Mills                819       7.0  2.5 

Koppers                         881      3.1  def 
Anchor  Hocking              882      3.0  def 

Ami  >i-                                  881        9  9  def 
/YITllclt-                                     ooj         z,.y  uci 

Crown  Central  Pet           884      2.7  7.7 
Kaiser  Alum  &  Chem       885      2.4  def 

AH  Robins                     946      def  def 
Tosco                           947      deft       def !  1 

Fir<-t  Ppnn«;vl  vania                 OA  ft.         Hpf             Hpf  1' 

I  1131   1  viiiM  y  i  v  dllld                          /tl)              Uvl                   UCI  li 

Interstate  Bakeries           949      def         7.2  1 
Bethlehem  Steel              950      def         def  1 

Lone  Star  Industries         821       6.9  14.9 
Singer                           822      6.9  19.3 
Barnes  Group                  823       6.8  8.1 
Stewart-Warner               824      6.8  5.4 
Pacific  Gamble                825      6.7  2.3 

Gt  Western  Financial        886       2.3        15  7 

LTV                             887      2.3  def 

HP  Ahmancnn                                            ~>    \      '      17  6 

IP  Stevens                      889      2.3  def 
Storer  Communications    890      2.0  def 

Bird                              951       def         def  f 
Wilson  Foods                  952      def         def  1 

ITrtifpH  Mprrhsntc                                                   Hpf  1 

Pan  Am                          954       def  def 
Charter                         955      def         def  1 

Cigna                           826      6.6ft  3.1 
Libbey-Owens-Ford          827      6.6  14.1 
Ford  Motor                    828      6.6  25.5 
Stewart  &  Stevenson        829      6.5  3.7 
Frontier  Holdings            830      6.4  19.7 

Crane                           891       1.9  14.6 
CcrtainTeed                   892       1.8  13.0 

ivianvnic                              os  j        i.o  uci 

United  States  Steel           894       1.7  2.5 
Caterpillar  Tractor           895       1.6  def 

Mattel                           956      deft  77.1 
Eastern  Air  Lines             957      def  35.9 

Allic-Phalmprc                      0^8         Hpf            Hpf  1 

AJ  IIS"\,||illlIlt  iS                                    /JO              UCI                   UCI  1 

Oak  Industries                959      def         def  | 
Tiger  International           960      def  def 

Timken                         831       6.4  12 
Ingersoll-Rand                832      6.3  7.0 
Rexnord                          833       6.3  8.0 
Georgia-Pacific                834      6.3  1.2 
Cessna  Aircraft               835      6.2  6.3 

Midland-Ross                  896       1.5  def 
Alexander's                    897       1.4  7.4 

LUKt  IIS                                          o  'O           1  -  o.y 

Ideal  Basic  Inds               899       1.1  def 
Foodarama  Supermkts       900       1.1  14.2 

NVF                             961       def  def 
Savin                            962      def         def  1 

1  mnri/lin    U  ntnri                         O^.l             (]i-f                 At*t  1 

n h 1 1.  r i l j ii  iviuiuia                70j        uci           uci  I 

Western  Air  Lines            964      def       45.7  1 
Intl  Harvester                 965      deft       def  1 

Gifford-Hill                    835      6.2  0.1 
Shopwell                       837      6.2  def 
Ampco-Pittsburgh            838      6.1  3.9 
Michigan  National           838      6.1  8.2 
Continental  Corp            840      6.1  5.2 

Western  Union                901      0.7  def 
Sybron                          902      0.6  6.7 
i^nicago  rncurnauc           "uj       u.d  o.u 
National-Standard            904       0.5  1.2 
United  Brands                 905      0.4  10.4 

Cook  United                   966      def  def 
Republic  Airlines             967      deft  553.6 

Tpvic  Air                                         OAR           H*»f+  NIP 
IcXdb  rUI                                         "OO           UcIT  INC 

AM  International             969      def tt  NE 
Wickes  Cos                    970      deftt  25.9, 

Deere                           841       6.1  2.0 
Boise  Cascade                 842      6.0  3.8 
Skyline                         843      6.0  7.4 
Cyclops                         844      5.9  13.1 
Ashland  Oil                     845       5  9  13.4 

Becor  Western                 906       def  1.3 
Pittston                         907      def  def 
Latarge                           vut*       aer  u.o 
Dravo                           909      def  def 
Clark  Equipment             910      def  def 

Massey-Ferguson             971       deftt      def  ! 
Allied  Supermarkets         972      NE         1.6  i 

rkniclor                                                07^            MP  9 

\~nrysier                        v/z      inh  Dy.z 
Pantry  Pride                   972      NE         def  j 
American  Info  Tech                   NA       14.6  j 

Longview  Fibre               846      5.8  7.9 
Minstar                         847      5.8  13.5 
Genesco                        848      5.6  def 
Del  E  Webb                    849      5.5  13.0 
White  Consolidated          850      5.5  def 

Mack  Trucks                  911      def  def 
Gibraltar  Financial           912      def  18.3 
Northwestern  Steel          913      def  def 
American  Bakeries           914      def  12.2 
Southwest  Forest  Inds       915      def  def 

American  President                   NA  12.0 
American  Tel  &  Tel                   NA  10.5 
near  Mearns  cos                       ina  i\a 
Bell  Atlantic                            NA  14.2I 
BellSouth                                NA  15-3| 

,  .  i 

Dayco                            851       5.4  8.4 
US  Home                      851       5.4  def 
Butler  Manufacturing        853       5.3  5.5 
Brockway  Inc  (NY)           854      5.3  7.9 
Allen  Group                   855      5.3  13.3 

Kerr  Glass  Mfg                916      def  def 
Asarco                          917      def  def 

Dnmn#ln    Inn.                                               OIQ                 J     /                       1  (\ 

Kamaaa  inns                   vio       (let  3.V 
Mission  Insurance           919      def  def 
Talley  Industries             920      def  11.0 

CalFed                                    NA  15.7| 
Carteret  S&L                            NA       16.3  ; 
CrossLand  Savings                     NA  NA 
Cyprus  Minerals                       NA  def 
Fireman's  Fund                         NA  def 

GenCorp                       856      5.0  4.2 
DiGiorgio                      857      5.0  0.9 
Nicor                             858       4.9  def 
UAL                             859      4.8  def 
Kaufman  &  Broad            860      4.7  14.5 

Inland  Steel                    921       def  def 
Westmoreland  Coal          922      def  def 
Chroma lloy  American       923       del  del 
Continental  Illinois          924      def  22.8 
AO  Smith                      925      def  def 

First  Federal  Mich                     NA  21.2 
Florida  Federal  S&L                   NA  def 
Foxmeyer                                NA  9.51 
Glendale  Federal  S&L                 NA         8.3 1 
Gt  Am  First  Savings                   NA  10.0 

Reynolds  Metals              861       4.7  def 
Polaroid                        862      4.7  2.3 
Fruehauf                         863       4.6  13.8 
Beneficial  Corp               864      4.4  9.0 
Champion  Intl                865      4.3  def 

Fedl  Natl  Mortgage          926      def  def 
Toro                             927      def  18.7 
AMAX                           928       del  del 
Borman's                        929       def  7.5 
Phelps  Dodge                  930      def  def 

Home  Federal  S&L                    NA  9.6 
Home  Group                            NA  NA 
Masco  Industries                       NA       20. o 
Nynex                                    NA  13.7 
Pacific  Telesis                          NA  14.21 

Allegheny  Intl                866      4.1  def 
GATX                          867      4.1  def 
Louisiana-Pacific             867      4. 1  2.8 
Nashua                         869      4.0  11.9 
Copperweld                    870      3.7  def 

Warner  Communications  931      def  def 
Revere  Copper                932      def  65.8 

A            "            If".                             it")')             A    L                 A  £ 

American  Hoist               933      del  def 
Great  A&P  Tea               934      def  10.0 
Storage  Technology          935      def  def 

PSFS                                         NA  3.3 
Sea-Land                                 NA         5.1  B 

c _      .  I_        _    ,               n     II                                                      XT  A                    1  a  1 

Southwestern  Bell                     NA  14.2 
Stater  Bros                               NA  74.7 
SunTrust  Banks                         NA  17.5 

General  Public  Utils         870      3.7  7.6 
NWA                             872       3.6  7.9 
Mohasco                       873      3.6  8.1 
American  Can                874      3.5  9.6 
FW  Woolworth                875       3.5  14.5 

Inspiration  Resources       936      def  def 
National  Intergroup          937      def  def 
Harnischfeger                  938       def  3.1 
GAF                               939       def  25.1 
Armco                          940      def  def 

Temple-Inland                           NA  112 
Trans  World  Airlines                  NA  def 
US  West                                  NA  14.3 
Winn  Enterprises                       NA  def 

def:  Deficit.   NA:  Not  available.    NE:  Negative  equity,    t  Four  year  average.    ttThree-year  average. 
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N  AMERICAN 
OMMUNICATIONS 
ATELLITE 
OR  JAPAN  IS  A 
REAKTHROUGH. 
IE  MADE  IT 
[APPEN. 


In  1987,  the  first  of  two  Hughes-built  satellites  will 
be  launched  into  geosynchronous  orbit,  supplying  the 
islands  of  Japan  with  a  high-quality,  low-cost  domes- 
tic satellite  system.  For  the  first  time,  64  high-  powered 
satellite  transponders  will  be  available  for  the 
Japanese  video  and  telecommunications  industry. 
Hughes  Communications  is  providing  technical 
and  marketing  know-how  to  help  Japan  build  a 
commercial  satellite  communications  industry 

virtually  from  scratch. 

To  accomplish  this,  Hughes  has  entered 
into  a  landmark  commercial  agreement, 
a  unique  partnership  called  the  Japan 
Communications  Satellite  Company.  The 
partnership  is  a  joint  venture  of  Hughes 
Communications  and  two  highly  respected 
Japanese  firms-C.  Itoh  and  Mitsui- 
and  it  represents  a  breakthrough  in 
trade  relations  as  well  as  in  communications. 

For  the  first  time  ever,  the  Japanese  tele- 
communications business  has  been  opened 
to  outside  participation  in  ownership,  a 
sharp  reversal  in  Japanese  government 
policy.  What's  more,  Japan  is  actually 
importing  American  equipment,  as 
well  as  utilizing  American  experience 
in  developing  new  telecommunications 
markets  which  have  not  previously 
existed  in  Japan. 


Hughes  Communications'  operations  in 
Japan  are  proving  successful  because  of 
our  ability  to  provide  both  state-of-the-art 
technology  and  the  imagination  necessary 
to  make  that  technology  a  reality.  That  kind 
of  ability  is  why  customers  as  diverse  as  the 
U.S.  Navy,  IBM,  and  MCI  come  to  us  for 
their  satellite  communications. 

Innovation,  reliability,  proven  expertise. 

Hughes  Communications.  People 
with  extraordinary  requirements  come 
to  us  for  extraordinary  solutions. 

WE  MAKE  IDEAS  HAPPEN. 

HUGHES 

COMMUNICATIONS 


HUGHES 

Aim  BAI  '  I  i'MI'ANV 


HUGHES  COMMUNICATIONS,  INC. 

a  subsidiary 


For  luriher  mtormalion  write  PO  Box  92424 ,  Los  Angeles.  CA  90009  ©  1985  Hughes  Communications 


WHO'S  WHERE  IN  THE 
INDUSTRY  GROUPS 

Last  year  was  a  good  year  for 

the  market  but  not  for  corporate 

profitability.  On  average,  the 

companies  in  this  issue  failed 

to  match  their  five-year  return  on  equity. 


T|  he  stock  market  ended  1985  at  its  highest  level  in 
history,  but  it  wasn't  all  that  good  a  year  for  U.S. 
industry.  For  the  12  months  through  Sept.  30,  the 
companies  covered  here  averaged  a  return  on  equity  of 
12.7%,  significantly  below  their  five-year  median  of 
13.7%.  Earnings  per  share  for  the  group  gave  up  some  of 
the  ground  gained  the  year  before,  dropping  6%,  compared 
with  a  nearly  16%  gain  in  1984. 

So  why  was  the  stock  market  so  strong?  Investors 
seemed  to  be  looking  beyond  these  alarming  results  to  a 
better,  low-inflation  future.  Earnings,  no  longer  pumped 
up  by  double-digit  inflation,  are  more  solid  than  in  the 
past,  and,  with  costs  under  control,  most  businesses  can 
look  forward  to  a  somewhat  better  1986.  Few  economists 
see  a  recession  before  1987  (see p.  33). 
Despite  the  trend  toward  lower  returns,  33  of  the  93 


industry  subgroups  exceeded  their  five-year  profitability 
during  the  last  12  months.  Thrift  institutions  made  the 
biggest  gains,  jumping  from  their  five-year  average  of  8.6% 
to  a  15.7%  return  on  equity  for  the  past  12  months.  The 
thrifts  are  recovering  from  the  squeeze  of  high  short-term 
interest  rates.  Significant  increases  were  also  registered  by 
the  appliance  industry,  toys  and  electronics,  and  financial 
companies. 

Over  the  past  12  months  the  biggest  loser  was  the 
oilfield  services  group,  which  fell  from  a  five-year  average 
return  of  14.4%  to  only  1.4%  for  the  latest  12-month 
period.  Nothing  better  illustrates  the  fickleness  of  finan- 
cial fortune  than  this  sad  comedown.  Only  a  few  years  ago 
oilfield  service  companies  were  the  darlings  of  Wall  Street, 
highly  profitable,  growing  fast  and  much  coveted  by  inves- 
tors. Sic  transit  gloria  mundi. 


Industry  medians 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

latest 

debt  as 

net 

latest 

latest 

5-year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

Industry 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

month! 

Beverages  and  tobacco 

1 

21.5% 

18.5% 

29.2% 

6.6% 

14 

7.8% 

7.0% 

2 

12.3% 

2.7% 

Alcoholic  beverages 

17.4 

14.3 

29.4 

5.0 

12.1 

8.8 

14.2 

-4.9 

Soft  drinks 

25.1 

26.5 

55.7 

7.8 

8.1 

3.0 

14.7 

42.3 

Tobacco 

21.6 

18.5 

24.9 

6.5 

5.1 

8.2 

11.4 

1.9 

Health 

2 

18.9 

16.7 

29.0 

7.7 

13 

8.3 

6.2 

5 

9.3 

9.2 

Drugs 

18.9 

17.0 

14.4 

9.6 

6.9 

5.0 

8.2 

9.2 

Health  care 

17.2 

14.1 

29.0 

7.2 

8.3 

4.5 

3.7 

1.8 

Hospital  management 

20.8 

18.9 

159.9 

7.5 

33.8 

18.7 

28.4 

17.1 

Communications  media 

3 

18.4 

18.9 

23.2 

7.3 

3 

12.5 

11.1 

1 

13.0 

7.2 

Publishing 

18.9 

19.8 

15.9 

8.3 

12.0 

11.2 

16.6 

14.0 

Broadcasting 

16.5 

16.9 

29.3 

5.3 

11.7 

4.6 

3.1 

7.2 

Media  services 

18.1 

16.2 

12.8 

4.0 

15.1 

11.5 

2.7 

-34.9 

P-D:  Profit  to  deficit    def:  Deficit.    NM:  Not  meaningful 
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Yardsticks  of  management  performance 


Profitability 

Growth 

Return 

on  equity 

Sales 

Earnings  per  share 

latest 

debt  as 

net 

latest 

latest 

5-year 

iZ 

/o  01 

profit 

5-year 

12 

5-year 

12 

ustry 

. 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

incial  services 

4 

17.0% 

10.5% 

74.6% 

2.1% 

Q 

o 

1ft  QO/ 

lU.o  /o 

1  ft  1  o/ 
ID. 3  /o 

Z4 

710/ 

— /.I  /o 

1  £  no/ 

13.11  /o 

nancitii  companies 

9.3 

12.6 

115.8 

4.0 

9.3 

1 1.8 

-18.5 

1.2 

okerage  houses 

Z4.U 

o  n 
y.u 

C7  A 

rt/.o 

1  c 

ICQ 

23.5 

1  1  A 

— D.y 

AQ  3 

smmodity  traders 

10.3 

9.6 

65.8 

0.9 

-0.9 

-17.4 

-12.8 

-22.2 

*trical  equipment 

5 

16.4 

15.9 

11.7 

5.8 

21 

5.6 

5.8 

11 

6.0 

6.0 

—  

ospace  and  defense 

6 

16.0 

13.5 

26.0 

4.0 

16 

6.9 

5.7 

16 

0.3 

3.8 

d  distributors 

7 

15.9 

14.8 

63.1 

1.3 

10 

9.4 

8.3 

6 

9.0 

13.2 

"holesale  and  supply 

13.6 

15.5 

68.1 

1.1 

12.9 

11.1 

11.0 

9.5 

ajor  supermarkets 

19.2 

17.1 

61.3 

1.3 

11.2 

8.7 

8.1 

27.5 

2gional  supermarkets 

12.8 

13.0 

66.9 

0.9 

8.8 

4.8 

1.9 

17.9 

onvenience  stores 

17.1 

14.3 

113.9 

1.5 

17  7 

If./ 

i  n  a 
lU.o 

1/11 

Z.3 

-Staurant  chains 

19.5 

16.5 

33.9 

4.4 

117 

ft  A 

y.b 

1Z.Z 

d  processors 

8 

15.8 

14.2 

36.5 

3.0 

15 

7.1 

6.8 

13 

4.3 

6.6 

>od  commodities 

14.9 

11.0 

30.9 

2.9 

5.1 

6.8 

2.8 

-12.1 

.eatpacking 

13.5 

12.1 

78.6 

1.0 

8.0 

2.1 

-12.6 

-5.8 

'anded  foods 

16.6 

15.8 

39.3 

3.5 

7.8 

7.7 

9.0 

9.7 

ustrial,  office  services 

8 

15.8 



17.6 

28.4 

..... 
4.9 

12 

8.5 

9.8 

O 

n  ft 

y.u 

1  A  O 

iu.y 

dustrial  services 

20.4 

18.2 

23.4 

3.2 

15.6 

13.9 

9.3 

10.5 

ffice  services 

14.8 

15.1 

29.0 

4.2 

7.7 

8.3 

4.4 

16.4 

ecommunications 

8 

15.8 

13.7 

69.3 

9.1 

2 

3.0 

-0./ 

arners 

14.7 

14.2 

78.9 

10.0 

11  o 

ll.o 

O.o 

3.Z 

n  1 
U.l 

Lanufacturing 

16.4 

6.9 

27.4 

2.0 

1  A  O 

7  A 

f  .0 

O  7 

ailing 

11 

15.6 

14.2 

43.2 

2.6 

7 

11.2 

7.7 

3 

11.0 

0.3 

pparel 

18.3 

14.2 

36.6 

3.4 

13.8 

12.2 

12.4 

1.2 

atalog  showrooms 

12.3 

3.3 

59.9 

0.8 

18.1 

4.7 

-2.7 

-69.1 

epartment  stores 

12.7 

13.4 

61.3 

2.9 

10.8 

6.8 

13.3 

9.3 

iscount  and  variety 

15.6 

14.2 

49.6 

2.6 

11.2 

9.5 

10.5 

-0.7 

rugs 

19.8 

18.0 

20.9 

2.6 

1  1  o 

IS.y 

i  i  r\ 
1  l.U 

1 0  n 
iy.u 

0  n 
y.u 

welry 

10.6 

11.0 

32.1 

2.2 

o.o 

n.  a 

i  7 
— z.  / 

11  n 

—  1  l.U 

loes 

12.7 

7.8 

25.3 

2.4 

5.9 

-2.2 

-2.7 

—44.5 

liscellaneous 

16.2 

17.8 

OZ.B 

i  i 
o.o 

13.0 

6.7 

21.8 

-2.6 

iks  and  thrifts 

12 

14.7 

15.4 

33.3 

6.6 

1 

16.3 

10.5 

9 

6.4 

16.4 

[ultinational  banks 

14.2 

16.0 

47.9 

5.3 

ft  0 

4.3 

3.4 

21.5 

ortheast  banks 

1  £  A 
1  J. 4 

lO.U 

8  6 

1  0  7 

17.1 

10.3 

10.1 

14.7 

[id-Atlantic  banks 

1  A  Q 

14.  a 

1  7  A 
1  /  .0 

3A  A 

ft  7 

14.3 

13.7 

13.5 

17.4 

Lidwest  banks 

117 
11./ 

1 1  O 

iz.y 

19  1 
ZZ.  1 

11.7 

7.8 

4.3 

22.6 

jutheast  banks 

16.4 

18.6 

27.3 

9.2 

20.0 

13.5 

17.1 

17.8 

juthwest  banks 

16.5 

10.8 

30.3 

6.2 

19.4 

3.6 

6.0 

-18.0 

Western  banks 

14.1 

13.6 

57.0 

5.9 

10.9 

5.8 

1.2 

15.9 

hrift  institutions 

8.6 

15.7 

44.9 

4.1 

23.9 

20.6 

NM 

34.9 

12 

14.7 

4.8 

47.3 

1.8 

23 

5.5 

-3.3 

27 

-16.2 

-42.7 

iternational  oils 

16.1 

8.3 

81.6 

2.7 

2.3 

-2.5 

-7.0 

-37.5 

nher  oil  and  gas 

13.9 

7.6 

45.5 

2.4 

6.1 

-7.1 

-13.2 

-27.6 

'llfield  services 

14.4 

1.4 

56.6 

0.9 

3.5 

2.9 

NM 

-91.6 

mputers  &  electronics 

14 

14.3 

8.5 



22.7 

">  ft 

z.v 

5 

11.9 

4.3 

17 

-1.0 

-26.3 

omputers 

14.5 

8.0 

29.6 

z.y 

17.0 

6.2 

5.9 

-24.6 

lectronic  equipment 

13.7 

10.7 

19.4 

3.9 

9.7 

3.7 

-1.4 

-17.9 

smiconductors 

15.3 

2.9 

17.6 

2.5 

14.4 

-5.3 

3.1 

-82.3 

tural  gas 

15 

14.2 

12.7 

78.8 

5.4 

4 

12.0 

-3.7 

9 

6.4 

-12.3 

roducers  &  pipeliners 

16.5 

7.2 

76.1 

3.0 

11.6 

-5.0 

-3.0 

-38.8 

•istributors 

13.7 

14.1 

82.5 

7.6 

12.0 

-2.5 

8.2 

-6.2 

itegrated 

15.0 

10.9 

74.2 

3.8 

11.1 

-8.0 

1.1 

-17.9 

ctric  utilities 

16 

13.7 

14.6 

92.8 

12.1 

6 

11.7 

2.0 

8 

7.8 

-2.5 

lortheast 

14.1 

14.5 

92.1 

12.8 

12.5 

0.6 

7.0 

-1.8 

lidwest 

13.7 

14.2 

92.8 

10.8 

11.0 

-0.5 

7.9 

-5.1 

outheast 

13.2 

14.6 

99.0 

12.3 

11.3 

4.7 

7.8 

1.4 

outhwest 

14.2 

15.5 

93.0 

13.9 

14.6 

4.4 

8.3 

0.9 

/estem 

13.4 

13.1 

87.6 

12.2 

13.4 

9.9 

9.0 

-3.4 

D:  Profit  to  deficit,    def:  Deficit.    NM:  Not  meaningful 
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Industry  medians 


Yardsticks  of  management  performance 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

latest 

debt  as 

net 

latest 

latest  1 

5  year 

12 

%  of 

profit 

5-year 

12 

5-year 

12 

Industry 

rank 

3 verage 

equity 

margin 

rank 

average 

months 

rank  average 

months  1 

17 

13.4% 

11.5% 

90.8% 

4.6% 

17 

6.3% 

2.1% 

25  -8.0% 

5.6%; 

Entertainment 

11.3 

4.9 

90.7 

3.1 

7.6 

-2.7 

-14.3 

-52.7 

Hotels  and  gaming 

13.9 

14.6 

1  1  7  C 

4.o 

A  O 

o.y 

1  A 
LA 

— y.u 

S 1  .u 

Recreation 

20.7 

17.9 

24.8 

3.7 

2.3 

5.0 

46.2 

-8.5 

Photography 

10.3 

6.4 

9.7 

4.3 

1.1 

-0.7 

-8.0 

-27.2 

Toys  and  electronics 

18.0 

29.1 

137.5 

6.2 

37.5 

43.7 

NM 

42.3 

Consumer  products 

18 

13.1 

14.1 

28.5 

4.8 

21 

5.6 

3.4 

14  1.5 

-2.6 

Appliances 

9.0 

16.0 

37.6 

3.9 

5.5 

6.9 

NM 

-3.7  J 

Home  furnishings 

8.8 

6.2 

27.9 

2.3 

2.3 

-0.6 

-4.8 

-49.1 

Household  products 

19.1 

18.4 

8.6 

8.2 

6.6 

3.9 

9.4 

6.9  1 

Personal  products 

19.2 

14.2 

28.1 

6.8 

7.4 

3.9 

1.3 

-0.6  | 

Insurance 

19 

12.9 

10.0 

12.6 

3.8 

11 

8.8 

13.6 

20  -3.5 

3.3 

Brokers 

16.4 

5.6 

41.0 

3.2 

12.1 

36.4 

-7.2 

102.4 

Diversified 

13.4 

9.9 

13.8 

3.9 

9.9 

15.5 

-3.5 

4.9 

Life  and  health 

1 1.9 

1 1.9 

1U.0 

A  O 

4.8 

12  0 

lo.Z 

7  1 

/  .6 

o  o 
y.y 

Property  and  casualty 

12.7 

6.4 

15.4 

2.8 

6.7 

8.0 

-14.9 

-19.9 

Chemicals 

20 

12.8 

10.5 

34.5 

3.9 

29 

2.9 

-1.6 

22  -4.4 

-20.3 

Diversified 

1 1.3 

8.6 

30.8 

3.9 

2.3 

-3.4 

-0.9 

-29.7 

Specialized 

15.4 

10.8 

37.1 

3.9 

4.5 

-0.6 

-6.9 

-6.7  I 

Diversified  companies 

21 

12.7 

10.8 

44.2 

3.3 

28 

3.5 

0.5 

23  -5.1 

-7.1 

Multicompames 

10.5 

10.8 

31.8 

3.4 

3.7 

0.8 

-5.1 

-6.1 

Conglomerates 

14.3 

10.2 

~i  i  i 

6.1 

3  C 
3-D 

— U.  / 

A  C 

— 4.6 

7  O  J 

—f.y  1 

Surface  transportation 

22 

12.5 

10.9 

51.3 

3.6 

26 

4.3 

6.4 

21  -3.9 

-6.3 

Railroads 

11.9 

8.3 

44.6 

5.6 

2.3 

1.7 

-3.9 

2.8 

Truckers 

12.6 

13.5 

67.5 

2.6 

5.1 

8.7 

-7.5 

-11.0 

Other  surface 

13.9 

7.7 

52.8 

3.6 

5.6 

14.2 

7.7 

—45.3 

Paper 

23 

11.9 

9.8 

54.7 

3.7 

20 

5.9 

2.9 

18  -1.7 

-22.5 

Packaging 

24 

11.3 

11.0 

39.5 

4.0 

19 

6.1 

1.6 

19  -2.8 

-4.8 

Construction 

25 

11.2 

10.8 

31.7 

3.1 

27 

3.7 

3.1 

26  -8.4 

-7.6 

Residential  builders 

7.9 

14.1 

18.6 

3.6 

3.4 

-12.5 

0.4 

6.0  j 

Commercial  builders 

16.0 

6.1 

27.7 

1.1 

5.7 

5.9 

-7.0 

-58.6 

Cement  and  gypsum 

6.6 

2.6 

76.7 

2.1 

0.5 

4.0 

-34.0 

—1.6  I 

Lumber 

6.2 

3.3 

58.4 

1.7 

4.3 

-0  9 

—25  7 

-53  5 

Other  materials 

11.6 

13.6 

31.7 

4.5 

2.9 

4.1 

-2.8 

-0.2 

Apparel,  shoes  &  textiles 

26 

10.9 

6.2 

36.6 

2.1 

25 

4.8 

—6.1 

4  10.6 

—49.1 

Apparel 

13.2 

7.3 

37.4 

2.3 

6.5 

3.5 

14.3 

—42.7 

Shoes 

18.7 

8.7 

13.9 

2.4 

10.3 

-0.6 

10.1 

-27.8 

Textiles 

9.2 

2.3 

37.7 

1.1 

2.2 

-7.1 

6.4 

-71.3 

Automotive 

27 

9.8 

13.6 

26.0 

4.0 

24 

4.9 

1.6 

15  0.7 

—11.4 

Automobiles  and  trucks 

4.6 

13.8 

21.5 

3.9 

4.2 

1.5 

NM 

-18.9 

Automotive  parts 

12.2 

14.0 

30.6 

4.4 

5.2 

3.1 

1.4 

2.0  1 

Recreational  vehicles 

13.8 

7.4 

4.2 

2.8 

15.3 

-14.6 

98.0 

-16.4 

Tire  and  rubber 

6.4 

5.9 

24.3 

1.8 

3.2 

-3.5 

8.9 

-37.2 

Heavy  equipment 

28 

8.9 

8.2 

29.3 

2.9 

30 

-0.4 

3.1 

28  -19.6 

-13.6 

Agricultural 

def 

2.0 

262.9 

0.6 

-10.1 

-5.7 

-34.4 

-64.6 

Building  and  mining 

def 

1.3 

46.0 

0.6 

-6.8 

10.6 

NM 

-53.9 

Industrial 

11.5 

10.1 

27.0 

3.9 

0.6 

3.1 

-13.6 

-8.0 

Air  transport 

29 

4.2 

12.8 

131.3 

2.7 

9 

10.2 

8.7 

29  NM 

-26.3 

Freight 

18.3 

def 

52.9 

def 

9.0 

1.5 

0.8 

P-D 

Airlines 

3.6 

13.6 

161.5 

3.3 

10.7 

•8.9 

NM 

-20.7 

Metals 

30 

3.1 

0.6 

54.9 

0.4 

31 

-2.7 

-5.4 

29  NM 

P-D 

Nonferrous  metals 

3.6 

def 

66.8 

def 

-1.7 

-8.2 

NM 

P-D 

Steel 

3.0 

1.2 

42.7 

0.7 

-2.7 

-2.1 

NM 

-86.0 

Coal 

31 

def 

def 

45.6 

def 

17 

6.3 

-5.6 

29  NM 

P-D 

All-industry  medians 

13.7 

12.7 

36.6 

3.8 

6.9 

4.3 

0.3 

-6.0 

P-D:  Profit  to  deficit,    iter  Deficit.    NM:  Not  meaningful. 


258 


FORBES,  JANUARY  13,  1986 


ADLER-ROYAL 


The  overwhelming  acceptance  of  electronic  type- 
writers has  caused  many  companies  to  enter  the 
marketplace.  Companies  whose  primary  expertise  is 
really  in  cameras,  mierowaves,  stereos  and  VCRs  are 
suddenly  calling  themselves  typewriter  companies. 

But  there's  one  corporation  that  can  truly  be 
called  "THE  Typewriter  Company."  Adler-Royal. 

From  our  very  beginning,  over  80  years  ago, 
typewriters  have  been  the  heart  of  our  business. 
Our  reputation  for  advanced  technology  has  been 
preserved  by  an  ongoing  process  of  innovation  and 
refinement. 

Whether  you  choose  Adler,  with  its  tradition 
of  precision  German  engineering,  or  Royal, 
America's  perennial  office  favorite, 
you're  assured  dedicated  crafts- 
manship, quality  control  and 


automated  functions  that  are  the  envy  of  the  industry. 

So  if  you're  looking  for  a  typewriter  company 
that  can  dramatically  improve  your  office  productiv- 
ity, don't  go  to  any  typewriter  company.  Come  to 
THE  Typewriter  Company.  Adler-Royal. 

For  more  information  about  the  Adler-Royal 
line  of  electronic  typewriters,  check  the  Yellow  Pages, 
or  call  toll-free  for  your  authorized  Adler  or  Royal 
typewriter  dealer. 

1-800-228-2028,  ext.  39  (Adler) 
ext.  47  (Royal).  In  Nebraska,  1-800-642-8300. 

Adler-Royal  Business  Machines,  Inc., 
1600  Route  22,  Union,  NJ  07083. 


"hi  just  a  typewriter  company. 


THE  Typewriter  Company 


WHO'S  WHERE 
IN  THIS  ISSUE 


In  the  industry  rankings  Forbes  rates  a  company 
against  its  peers  in  the  same  industry.  On  the 
following  pages,  we  go  broader  and  show  the  rank  of 

each  company — 1,004  in  all — against  every  other 
company  in  the  survey,  regardless  of  industry.  There 

are  three  rankings  for  every  firm:  five-year 
profitability,  five-year  earnings  growth  and  five-year 

stock  market  performance.  In  addition,  the  last 
column  lists  each  company's  industry  survey  page. 
Companies  with  multiple  lines  of  business  appear 
in  as  many  as  three  different  industries  or 
subindustries.  Allied-Signal,  for  example,  is 
included  in  the  conglomerate  subgroup  of 
diversified  companies,  which  begins  on  page  132, 
automotive  parts,  beginning  on  page  67,  and 
diversified  chemicals  on  page  83. 
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Rank 

Rank 

Industry 
Stock  survey 
\  mpany                        Profitability     Growth    market  page 

Industry 
Stock  survey 

Company                            Profitability     Growth    market  page 

j  bott  Laboratories                  58          134         348      154,  154 
ivanced  Micro                       61            40         307  116 
itnaLife&Cas                    725          765         592  170 
|  Ahmanson                        888            **         401  72 
i  Prods  &  Chems                 377          491         595  83 

Anheuser-Busch  Cos                  161          121         107  80 
AnixterBros                              209           552         705  210 
Apple  Computer                            2            13         878  116 
Archer-Daniels                           419           485         659  144 
Arden  Group                            638          131           16  150 

bertson's                            109          173         166  150 
j  :an  Aluminium                   706          763         807             1 76 
|,:o  Standard                        296          502         370  154,196 
|  sxander  &  Alexander            722            **         753            1 70 
.xander  &  Baldwin                385           362         285  208 

Arkansas  Best                            745             *"         153  208 
Arkla                                       234           556         723  180 
Arm  co                                      940             **         929  176 
Armstrong  Rubber                     801          344         212  67 
Armstrong  World  Inds                 743           417         204  122 

zander's                             897             "         344  200 
i  legheny  Beverage                   83            "*          38  150 
1  legheny  International            866            **         870  128,132 
i  legheny  Power                     440          277         303  136 
]len  Group                           855            **         550  67 

Arrow  Electronics                     750            **         822  116 
Arvin  Industries                        752          219         174        67,  128 
Asarco                                    917            **         899  176 
Ashland  Oil                             845            "         775  186 
Associated  Dry  Goods                 642           201          157  200,200 

lied  Bancshares                     55          103         630  72 
lied-Signal                          593            **         650        67,  83,  132 
lied  Stores                          579          291         183  200 
Jied  Supermarkets                972            **         141  150,150 
lis-Chalmers                       958             **         943  160 

Athlone  Industries                     723            '"         766  176 
Atlanta  Gas  Light                       707           377         298  180 
Atlantic  City  Electric                  599           413         482  136 
Atlantic  Richfield                      254          680         731  186 
Automatic  Data                         190           188         327  166 

Itel                                     452           431         475  210 
coa                                   787            *"         678  176 
1 4  International                    969            **         915  116 
MAX                                   928             **         920       109,  176 
indahl                                800          318         820  116 

Avery  International                   300          198         189  192 
Avnet                                       301           474         594  116 
Avon  Products                           192           700         808  128 
Avondale  Mills                         804            73         385  64 
AZP  Group                                480           460         579  136 

neradaHess                        643          736         847  186 
nerican  Bakeries                  914                       421  144 
nerican  Brands                    127          498         568        80,  132 
ner  Broadcasting                  310          472          79  111 
nerican  Can                        874            *"         373  192 

Bairnco                                     469            51          135       116,  122 
Baker  International                     315             "         908  186 
Ball  Corp                                  306           236           82  192 
Bally  Manufacturing                   746             **         841  174,174 
Baltimore  G&.E                         514          274         277      136,  180 

nerican  Continental               40            16            8  72 
nerican  Cyanamid                647          490         491        83,  154 
nerican  District                    646           592         392  116 
nerican  Electric                   651          507         621  136 
nerican  Express                   246          503         280  142,170 

Banc  One                                  222           220         185  72 
Bank  of  Boston                           370           232         312  72 
Bank  of  New  England                  392           290            **  72 
Bank  of  New  York                      385           205         247  72 
Bank  of  Virginia                         534           113           63  72 

nerican  Family                    534          384          21             1 70 
nerican  General                   468          509         233  170 
nerican  Greetings                 270            94          51  111 
nerican  Hoist                      933            **         898      128,  160 
nerican  Home  Prods               19          232         364      128,  154 

BankAmerica                             699           718         891  72 
Bankers  Trust  NY                     231          259         325  72 
Barnes  Group                             823             **         658  67 
Barnett  Banks  Fla                       258           146         200  72 
Bausch  &  Lomb                         430           528         743  154 

nerican  Hospital                  278          211         560  154 
nerican  Info  Tech                   *"  210 
nerican  Intl  Group               210          382         268  170 
nerican  Maize                     785          624         771  144 
nerican  Medical                   145          142         773  154 

Baxter  Travenol  Labs                  380           695         722  154 
BayBanks                                  411           349         140  72 
Bear  Stearns  Cos                           **             **            *"  142 
Bearings                                    701           675         608  160 
Beatrice                                    360           451         295  144 

nerican  Motors                    963            "         830  67 
nerican  Natl  Ins                   693          395         227  170 
nerican  Petrofina                 547          703         777  186 
nerican  President'                   **  208 
nerican  Standard                  434          720         736  122,122,208 

Becor  Western                          906            **         872        58,  160 
Becton,  Dickinson                      639           610         687  154 
Bell  &  Howell                            678             **         330  166 
Bell  Atlantic                               **            **           "  210 
BellSouth                                    **             **            **  210 

nerican  Stores                       51            47          13      150,  200 
nerican  Tel  &  Tel                   **            "           "  210 
neriTrust                           712          483         299  72 
nes  Dept  Stores                     87            82            9  200 
metek                                144          213         548  160 

Bemis                                       696           607          181  192 
Beneficial  Corp                          864             *"         388  142,170,200 
Bergen  Brunswig                        203           133         293  154 
Berkshire  Hathaway                    783           173           34  132,170 
Best  Products                             682           704         692  200 

mfac                                  883            "         781  132 
moco                                  177          369         796  186 
MP                                        82           315         418  116 
mpco-Pittsburgh                   838            "         869       160,  176 
MR                                      878             "           77  62 

Bethlehem  Steel                        950            "         873  176 
Beverly  Enterprises                     249            77         190  154 
Big  Bear                                      10            76            **  150 
Big  Three  Industries                   384          633         801  83,186 
Big  V  Supermarkets                   235          681         124  150 

msted  Industries                   734            "         716      122,  160,  208 
nchor  Hocking                     882            "         599      128,  192 
nderson,  Clayton                  756          652         310      144,  144 

Bindley  Western  Inds                    44            81            **  154 
Bird                                         951                        867  122 
Black  &  Decker                          781             "         710  128 

-ofltability:  5-year  return  on  equity.    Growth:  5-year  annual  earnings-per-share  growth.    Stock  Market:  5-year  price  change.    "Not  ranked 
Xe:  A  repeated  page  number  indicates  that  the  company  is  listed  in  more  than  one  subindustry. 

WHO'S  WHERE 
IN  THIS  ISSUE 


In  the  industry  rankings  Forbes  rates  a  company 
against  its  peers  in  the  same  industry.  On  the 
following  pages,  we  go  broader  and  show  the  rank  of 

each  company — 1,004  in  all — against  every  other 
company  in  the  survey,  regardless  of  industry.  There 

are  three  rankings  for  every  firm:  five-year 
profitability,  five-year  earnings  growth  and  five-year 

stock  market  performance.  In  addition,  the  last 
column  lists  each  company's  industry  survey  page. 
Companies  with  multiple  lines  of  business  appear 
in  as  many  as  three  different  industries  or 
subindustries.  Allied-Signal,  for  example,  is 
included  in  the  conglomerate  subgroup  of 
diversified  companies,  which  begins  on  page  132, 
automotive  parts,  beginning  on  page  67,  and 
diversified  chemicals  on  page  83. 
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Rank 

Rank 

Industry 
Stock  survey 
ompany                        Profitability     Growth    market  page 

Industry 
Stock  survey 

Company                            Profitability     Growth    market  page 

bbott  Laboratories                   58          134         348      154,  154 
dvanced  Micro                       61            40         307  116 
etna  Life  &  Cas                    725          765         592  170 
FAhmanson                        888            "*         401  72 
ir  Prods  &  Chems                 377          491         595  83 

Anheuser-Busch  Cos                   161           121          107  80 
AnixterBros                              209           552         705  210 
Apple  Computer                            2            13         878  116 
Archer-Daniels                          419          485         659  144 
Arden  Group                             638           131           16  150 

Ibertson's                            109          173         166  150 
lean  Aluminium                   706          763         807             1 76 
lco  Standard                        296          502         370      154,  196 
lexander  &  Alexander            722            **         753             1 70 
lexander  &  Baldwin               385          362         285  208 

Arkansas  Best                            745             **         153  208 
Arkla                                       234           556         723  180 
Armco                                      940             **         929  176 
Armstrong  Rubber                      801           344         212  67 
Armstrong  World  Inds                 743           417         204  122 

lexander's                           897            "        344  200 
llegheny  Beverage                   83            "*          38  150 
llegheny  International            866            **         870      128,  132 
llegheny  Power                     440          277         303  136 
Hen  Group                          855            **         550  67 

Arrow  Electronics                       750             *"         822  116 
Arvin  Industries                         752           219         174        67,  128 
Asarco                                      917             **         899  176 
Ashland  Oil                               845             **         775  186 
Associated  Dry  Goods                 642           201         157      200,  200 

Hied  Bancshares                     55          103         630  72 
llied-Signal                          593            ••         650        67,  83,  132 
Hied  Stores                          579          291         183  200 
Hied  Supermarkets                972            *"         141       150,  150 
llis-Chahners                       958            **         943  160 

Athlone  Industries                      723             **         766             1 76 
Atlanta  Gas  Light                       70?           377         298  180 
Atlantic  City  Electric                  599          413         482  136 
Atlantic  Richfield                       254          680         731  186 
Automatic  Data                        190          188         327  166 

lltel                                     452           431         475  210 
Icoa                                     787             "*         678  176 
M  International                     969             **         915  116 
MAX                                   928             **         920       109,  176 
mdahl                                  800           318         820  116 

Avery  International                    300           198         189  192 
Avnet                                       301           474         594  116 
Avon  Products                          192          700         808  128 
Avondale  Mills                          804            73         385  64 
AZP  Group                               480           460         579  136 

meradaHess                        643          736         847  186 
merican  Bakeries                  914                       421  144 
merican  Brands                    127          498         568        80,  132 
mer  Broadcasting                  310          472          79  111 
merican  Can                        874            **         373  192 

Bairnco                                     469            51          135       116,  122 
Baker  International                   315            **         908  186 
Ball  Corp                                  306           236           82  192 
Bally  Manufacturing                   746             **         841  174,174 
Baltimore  G&E                          514          274         277       136,  180 

merican  Continental                40            16            8  72 
merican  Cyanamid                647          490         491        83,  154 
merican  District                    646           592         392  116 
merican  Electric                   651          507         621  136 
merican  Express                    246           503         280  142,170 

Banc  One                                  222           220         185  72 
Bank  of  Boston                          370          232         312  72 
Bank  of  New  England                  392           290            **  72 
Bank  of  New  York                      385           205         247  72 
Bank  of  Virginia                         534           113           63  72 

merican  Family                    534          384          21  170 
merican  General                   468          509         233  170 
merican  Greetings                 270           94          51  111 
merican  Hoist                      933            **         898      128,  160 
merican  Home  Prods               19          232         364      128,  154 

BankAmerica                             699           718         891  72 
Bankers  Trust  NY                       231           259         325  72 
Barnes  Group                             823             **         658  67 
Barnett  Banks  Fla                       258           146         200  72 
Bausch  &  Lomb                         430           528         743  154 

merican  Hospital                   278           211          560  154 
merican  Info  Tech                    **  210 
merican  Intl  Group               210          382         268  170 
merican  Maize                     785          624         771  144 
merican  Medical                   145          142         773  154 

Baxter  Travenol  Labs                  380           695         722  154 
BayBanks                                  411           349          140  72 
Bear  Stearns  Cos                         **            **           **  142 
Bearings                                    701           675         608  160 
Beatrice                                    360           451         295  144 

merican  Motors                    963                       830  67 
merican  Natl  Ins                   693          395         227  170 
merican  Petrofina                  547           703         777  186 
merican  President                   **            **           **  208 
merican  Standard                  434          720         736      122,  122,  208 

Becor  Western                          906            **         872        58,  160 
Becton,  Dickinson                      639           610         687  154 
Bell  &  Howell                            678             **         330  166 
Bell  Atlantic                              *"            **           **  210 
BellSouth                                    "             "            **  210 

merican  Stores                        51            47           13       150,  200 
merican  Tel  &  Tel                   **            **           **  210 
meriTrust                             712           483         299  72 
mes  Dept  Stores                     87            82            9  200 
metek                                144          213         548  160 

Bemis                                       696           607         181  192 
Beneficial  Corp                          864             "         388  142,170,200 
Bergen  Brunswig                       203          133         293  154 
Berkshire  Hathaway                    783           173           34       132,  170 
Best  Products                             682           704         692  200 

mfac                                    883             "         781  132 
moco                                 177          369         796  186 
MP                                     82          315         418  116 
mpco-Pittsburgh                    838             "         869       160,  176 
MR                                      878             "           77  62 

Bethlehem  Steel                         950             **         873  176 
Beverly  Enterprises                     249            77         190  154 
Big  Bear                                    10            76           "  150 
Big  Three  Industries                   384           633         801  83,186 
Big  V  Supermarkets                    235           681          124  150 

msted  Industries                   734            "         716  122,160,208 
nchor  Hocking                     882            "         599      128,  192 
nderson,  Clayton                  756          652         310      144,  144 

Bindley  Western  Inds                    44            81            **  154 
Bird                                         951             "*         867  122 
Black  &  Decker                         781             **         710  128 

'ofltability:  5-year  return  on  equity.    Growth:  5-year  annual  earnings-per-share  growth.    Stock  Market:  5-year  price  change.    "Not  ranked, 
ate:  A  repeated  page  number  indicates  that  the  company  is  listed  in  more  than  one  subindustry. 
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Where  to  find  the  company 


Rank 

Rank 



Industry 
Stock  survey 
Company                        Profitability     Growth    market  page 

Industry 

Stock  survey 

Company                          Profitability     Growth    market  page 

John  Blair  &  Co                       230          526         256  111 
Blount                                 153           92         572  122 

Boise  Cascade                        842          747         645  122,192,196 
Borden                                 531          267         127        83,  144 

Chubb                                      586           691          195  170 
Church's  Fried                           102           530         380  150 
Cigna                                     826            **         613       142,  170 
CILCorp                                   571           399         395  135 
Cincinnati  Financial                  180          262         113  170 

Borg-Wamer                          561          395         372        67,  83,  132 
Borman's                              929            "         206  150 

Rncfnn  Pdivnn                                    606               465             440  136 

Bowater                                160          565           **  196 
Briggs  &  Stratton                    385          636         685  160 

Cincinnati  G&E                        594          500         654       136,  180 
Cincinnati  Milacron                  665            **         859  160 
Circle  K                                  256            **         251  150 
Circuit  City  Stores                      52           27            5  200 
Citicorp                                    399           253         453  72 

Bristol-Myers                          84          185         258      128,  154,  154 
Brockway  Inc  (NY)                  854          766         394  192 

Rrnnlrlvn  tlninn  Gas                      377             379            419  180 

DIUUKiyil  UI11UI1  VJoS                            J'  '                        '                lis  luis 

Brown-Forman                        94          161         582  80 
Brown  Group                         285          321         167        64,  200 

Citizens  &  So  Ga                      279          101         331  72 
CityFed  Financial                      425            *"          97  72 
Clark  Equipment                      910            "         813  160 
Cleveland  Electric                     435          261         534  136 
Clorox                                    206          163          73  128 

Browning-Ferris  Inds                124           98         125  166 
Bruno's                                  14           64          44  150 

Rmnswirk                                         66                21              45  174 

Burlington  Inds                      818          608         511        64,  128 
Burlington  Northern                583          365         376  180,208 

Cluett,  Peabody                        679          185          95  64 
CN A  Financial                         504          665         111  170 
CNW                                       86            "         769  208 
Coachmen  Industries                 507             5         101  67 
Coastal  Corp                            588            "         669      180,  186 

Burroughs                             817          516         704  116 
Business  Men's  Assur              486          339         447  170 
Rutlpr  Manufacturing                 853               "          711  122 
Cabot                                    171           600         790        83,  186 
Caesars  World                        454            "         721  174 

Coca-Cola                               111          389         275  80 
Coleco  Industries                      245            **          65  174 
Colgate-Palmolive                     531          622         381  128 
Collins  &  Aikman                     333           37          30  64 
Colonial  Penn  Group                  740             "         384  170 

CalFed                                   "            •*           "  72 
California  First  Bank               751          694         402  72 
Cameron  Iron  Works                  735               **          928  186 

value  nni  i  iwn   iiuino                           /  jj  xkjvj 

Campbell  Soup                        399           348         163  144 
Capital  Cities                        111          143         131  111,111 

Colt  Industries                         619            **         221  67,160 
Columbia  Gas  System                579          596         765  180 
Columbia  S&L                            8            "          72  72 
Combined  Intl                          220          477         220  170 
Combustion  Eng                       402            **         864  160 

Capital  Holding                      489          341         211  170 
Carlisle                                    77          400         833  122 
Carolina  Power  &  1 1                   572            435           558  136 
Carpenter  Technology              545          684         791  176 
Carson  Pirie  Scott                   685          454         306  150,200 

Comdisco                                 30            56         116  166 
Comerica                                677          477         340  72 
Commercial  Metals                    651           693         539  142 
Commonwealth  Ed                    519          216         555  136 
Commonwealth  Energy               338           188         417  136,180 

Carter  Hawley  Hale                 738          549         554  200,200 
Carteret  S&L                           "            **           "  72 
Caterpillar  Tractor                  895            "         846  160 
CBI  Industries                       287          664         919  122 

CBS                                       515           592         288  111,174 

Computer  Sciences                    216          545         578  58 
Computervision                         45          148         923  116 
ConAgra                                   108           282         230  144 
Consolidated  Edison                  466          159         210  136 
Consol  Freightways                   265          487         198  208 

Ceco  Industries                      708          620         264  122 
Celanese                               733            **         270        64,  83 
Centel                                   267          412         481  210 
Centerre  Bancorp                     716          657         533  72 
Centex                                 614          393           "      122,  122 

Consol  Natural  Gas                   427          238         528  180 
Consolidated  Papers                   257          463         196  196 
Consumers  Pnwpr                         719            697          892        136  180 
Continental  Corp                      840          761         422  170 
Continental  Illinois                    924             *'            "  72 

Central  &  South  West              370          350         399  136 
Central  Hudson  G&E              461          402         555  136 
Central  III  Puh  Svc                     557            422          479        1 1A.  18fl 
Central  Maine  Power               628          473         729  136 
Central  Steel  &  Wire                666           583         586  176 

Continental  Telecom                  421           450         573  210 
Control  Data                             773           724         885  116,142 

Cnnlr  IlnitpH                                       <i(\f\                 "            93?  9flfl 

Cooper  Industries                      462          722         825       134,  160 
Cooper  Tire  &  Rubber                103            80         241  67 

CertainTeed                          892                      368  122 
Cessna  Aircraft                        835             **         684  58 
Champion  Intl                       865            "*         751       122  196 
Champion  Spark  Plug               801           692         749  67 
Charter                                955            "         941  186 

Adolph  Coors                            799           597         690  80 
Copperweld                             870            **         874  176 

CnrpS>atps  Financial                           199               1  AO             199  79 

Corning  Glass  Works                  729          677         414  128,154 
CPC  International                      305           580         518       144,  144 

Charter  Medical                       13            26         114  154 
Chase  Manhattan                   551          542         636  72 
Chemical  New  York                391          275         353  72 
Chesebrough-Pond's                128          415         580  128 
Chevron                               327          637         819  186 

Cranp                                                       R01                   *•             7A1  199 

CrossLand  Savings                        **             **            **  72 
Crown  Central  Pet                    884            "         855  186 
Crown  Cork  &  Seal                    660           589         218  192 
Crown  Zellerbach                     878            "         802  196 

Chicago  Pneumatic                 903            "         668  160 
Chromslloy  American              923            "        832      132,  160, 208 
Chrysler                               972            "          14  67 

CSX                                         691           568         508       180,  208 
Culbro                                       74           276           24  80 
CullumCos                             169          417         346  150 

Profitability:  5-year  return  on  equity.    Growth:  5-year  annual  earnings-per-share  growth    Stock  Market:  vyear  price  change    "Not  ranked. 

Nots-:  A  repeated  page  number  indicates  that  the  company  is  listed  in  more  than  one  subindustry. 
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"I  want  to  buy 
a  home./*** 

care  if  it's  a  condo,  town- 
house,  flat,  studio,  brick, 
wood,  new,  old ...  /  just 
want  to  buy  something 
that's  mine,  something  I 
can  point  to  and  say,  'here, 
this  is  my  home,  I  bought 
it,  it's  mine,  want  to  come 
inside  and  see  my  kitchen?' 
And  with  one  more  raise, 
I  can  do  it?} 


Owning  a  home.  It's  been  an 
American  dream  for  200  years. 

It's  an  obsession  that  neither  in- 
flation, deflation,  sky-high  interest 
rates  nor  recession  can  dampen. 

Our  continuing  commitment 
to  provide  Americans  with  affordable 
mortgages  is  one  reason  why  60% 
of  all  Americans  today  do  own  their 
own  homes,  why  for  them  the 
dream  has  been  realized. 

And  why  also  in  the  last  ten  years, 
we've  originated  over  $20  billion 
in  mortgage  loans.  Why  revenues, 
net  income  and  dividends  have  more 
than  doubled  in  the  last  five  years. 

And  why  L&N  has  not  once 
missed  or  reduced  a  single  quarterly 
dividend  since  our  first  one  in  1971. 

As  long  as  Americans  dream  of 
owning  their  own  home,  Lomas  & 
Nettleton  will  be  there  to  make  their 
dreams  come  true. 


Lonias  &  Nettleton 

The  nation 's  premier 
mortgage  banking  institution. 


2001  Bryan  Tower  Suite  3600 
Dallas,  Texas  75201  (214)  746-7111 
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Cummins  Engine                     658            78         321  67 
Curtice-Burns                         228           177         144  144 
Cyclops                                844            "*         375  176 
Cyprus  Minerals  109 
Dana                                     674           568         455  67 

Equitable  Resources                     90           115         463  180 
Esselte  Business  Sys                   694           68           "  166 
Ethyl                                     501          425         106  83 
Evans  Products                          945             "         946  200 
Ex-Cell-O                                 541           500         494          58,  67,  160 

Dart  &  Kraft                           415          411         231  144 
Data  General                         651          635         644  116 
Datapoint                               628          734            "  116 
Dayco                                  851          719         591       67,  160 
Dayton-Hudson                      296          322         105  200 

Exxon                                       176           480         640  186 
Fairchild  Industries                   528            "         916  58 
Farm  House  Foods                     583          588         737  150 
Farmers  Group                           259           329         261  170 
Federal  Co                                605           248         491  144 

Dayton  Power  &  Lt                  559          423         527  136,180 
Dean  Foods                              70            99           58  144 
Deere                                    841           762         876  160 
DeKalb  AgResearch                  764          701         886       144,  186 
Delchamps                            110          155           "  150 

Federal  Express                          38            53         300  62 
Federal-Mogul                          395          525         509  67 
Fedl  Natl  Mortgage                    926            "         379  142 
Federal  Paper  Board                    393           533         686       192,  196 
Federated  Dept  Stores                 447           346         292  200 

Delmarva  Power  &  Lt              549          323         343  136 
Delta  Air  Lines                        794             "         656  62 
Deluxe  Check                         36          118         169  111 
Dennison  Mfg                        430          449         398      166,  192 
DeSoto                                  628          202         229  122 

Ferro                                        718           671         620  83 
Fidelcor                                  390            15           74  72 
Fieldcrest  Mills                          819          739         624  128 
Figgie  International                    426           486         478  132 
Finl  Corp  of  America                   123             "         552  72 

Detroit  Edison                         656          459         601  136 
Dexter                                   302          481         671  83 
DiGiorgio                               857             "         477  150 
Diamond  Shamrock                 744             "         897  186 
Dibrell  Brothers                      275            67           62  80 

Fireman's  Fund  170 
Firestone                                  880            32         454  67 
First  Atlanta                              214            79           52  72 
First  Bank  System                     524          443         412  72 
First  Boston                                49            52           30  142 

Digital  Equipment                   471           447         662  116 
Dillard  Dept  Stores                 225           35            4  200 
Walt  Disney                           783           742         452  174 
Diversified  Energies                 338          334         324  180 
Dominion  Resources                674          387         393  136 

First  Chicago                             791           601         544  72 
First  City  Bancorp                      509           689         896  72 
First  Executive                         100            25          98  170 
First  Federal  Mich                         "*             **            **  72 
First  Fidelity  Bncp                      365           257         170  72 

RR  Donnelley                         292           164         160  111 
Dorsey                                 786            "         391       192, 208 
Dover                                      72          338         674       122,  132 
Dow  Chemical                        662          708         679  83 
Dow  Jones                               25           102         226  111 

First  Interstate  Bncp                   459           505         600  72 
First  of  America  Bank                 432           222           61  72 
First  Pennsylvania                      948             "         585  72 
First  Security                             594          667         672  72 
First  Tennessee  Natl                  443          277         164  72 

Dravo                                    909             **         893       122,  122 
Dresser  Industries                   704          764         907  186 
EI  du  Pont                              621           582         576  83,186 
Duke  Power                            474          391         472  136 
Dun  &  Bradstreet                      12            61         225  111,111 

First  Union                               271           190          128  72 
First  Wisconsin                          568           453         255  72 
Fischbach                                 450           631         786  122 
Fisher  Foods                            810            **         520  150 
Fleet  Financial                           242           178         117  72 

Duquesne  Light                       637          425         627  136 
DWG                                    474          497         842  64 
Dynalectron                            350           154         726        58,  122 
E-Systems                               165            54         291  58 
Eagle-Picher  Inds                     759          603         617        67,  160 

Fleetwood  Enterprises                 481              2           49        67,  122 
Fleming  Cos                            222          176         186  150 
Florida  Federal  S&L                       "             **            *»  72 
Florida  Natl  Banks                      643            88         146  72 
Florida  Progress                         607           358         347  136 

Easco                                     812             **         513       160,  176 
Eastern  Air  Lines                     957             **         806  62 
Eastern  Gas  &  Fuel                  697          717         792       109,  180 
Eastman  Kodak                       359          644         727  174 
Eaton                                    795             "         367  67,116 

Flowers  Industries                      201           179           47  144 
Fluor                                        588           768         924  122 
FMC                                        705           710         tw          c.a  139 
Food  Lion                                   34            95           41  150 
Foodarama  Supermkts                 900           767         101  150 

Echlin                                   623           156         437  67 
lack  Eckerd                            324          462         625  200 
Economics  Laboratory              611             "         486  128 
Edison  Bros  Stores                  379          586           "      200,  200, 200 
EG&G                                     42           126         499  58,116 

Ford  Motor                               828                          96  67 
Fort  Howard  Paper                       97           199         151       192,  196 
LB  Foster                                   31             ••         091  iaa 
Foster  Wheeler                          262           641          889  122,160 
Foxboro                                    770          760         857  160 

Emerson  Electric                      140           360         400  128,134 
Emery  Air  Freight                     60          524         714  62 
Emharl                                  283          304         332  160 
Engelhard                               259          541         755        83,  176 
Enserch                                 348           663         844       122,  188 

FoxMever                                  •*           71            •*  1 
FPL  Group                                597          410         436  136 
Freeport-McMoRan                     156          687         863        83,  186 
Fremont  General                       152            **         529  170 
Frontier  Holdings                       830             "         542  62 

Entex                                     122          315         649  180 
Equifax                                  117          252           53  142 
Equitable  of  Iowa                     819          705         590  170,200 

Fruehauf                                   863             "         616  67 
Fuqua  Industries                        143             "           59  128,132,174 
GAF                                        939             "         136        83,  122 

Profitability:  5  year  return  on  equity    Growth:  5-year  annual  earnings-per-share  growth    Stock  Market:  vvear  pr.ce  change    "Not  ranked 
Note:  A  repeated  page  number  indicates  that  the  company  is  listed  in  more  than  one  subindustrv 
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lannett 

1  1  A 

no 

J<N4 

Zoo 

1 1 1 

HJ  Heinz 

155 

171 

88 

144 

lap 

140 

74 

20 

200 

Hercules 

626 

557 

407 

58,  83 

iates  Learjet 

728 

»» 

903 

58 

Hershey  Foods 

179 

213 

78 

144 

;atx 

867 

V* 

799 

208 

Hewlett-Packard 

151 

89 

564 

116,  116 

rearhart  Industries 

494 

733 

937 

186 

Hillenbrand  Inds 

215 

300 

213 

128,  154 

ieico 

on 
ZD 

1/y 

42 

170 

Hilton  Hotels 

132 

511 

557 

174 

Jelco 

466 

mm 

875 

166 

Holiday 

540 

297 

397 

174 

ienCorp 

856 

748 

119 

67 

Holly  Corp 

135 

91 

633 

186 

General  Cinema 

18 

31 

33 

80,  1 74 

Home  Federal  S&L 

«» 

.. 

72 

General  Dynamics 

129 

144 

— 

545 

58 

Home  Group 

»» 

mm 

** 

170 

:  General  Electric 

157 

282 

366 

128,  132,  134 

 7.  

Honeywell 

570 

585 

673 

58,  116,  116 

General  Host 

198 

11 

48 

200 

Hoover 

788 

mm 

145 

128 

General  Instrument 

501 

mm 

883 

116,  116,  116 

George  A  Hormel 

563 

573 

178 

144 

General  Mills 

188 

239 

254 

144,  150 

Hospital  Corp 

208 

65 

651 

154 

.  General  Motors 

748 

4 

566 

67 

Household  International 

631 

436 

279 

132,  150,  200 

1  LI' 

General  Public  I  tils 

o/U 

153 

172 

136 

Houston  Industries 

561 

508 

588 

136 

ieneral  Re 

272 

647 

126 

170 

Hughes  Tool 

766 

922 

186 

i  ieneral  Refractories 

941 

*« 

728 

160 

Humana 

24 

42 

467 

154 

ieneral  Signal 

458 

564 

744 

116,  134,  160 

Huntington  Bcshs 

474 

451 

120 

72 

lienesco 

848 

** 

871 

64,  64,  200 

EF  Hutton  Group 

62 

577 

512 

142 

r 

ienuine  Parts 

185 

375 

462 

67 

IC  Industries 

775 

597 

304 

132,  144,  208 

iEO  International 

501 

•  » 

940 

186 

ICH 

57 

57 

7 

170 

Georgia-Pacific 

834 

740 

746 

122,  196 

Ideal  Basic  Inds 

899 

931 

122 

Berber  Products 

312 

226 

148 

144 

Idle  Wild  Foods 

539 

658 

500 

144 

iiant  Food 

132 

75 

11 

150 

Illinois  Power 

405 

340 

612 

136,  180 

iibrahar  Financial 

912 

713 

72 

Illinois  Tool  Works 

296 

409 

262 

160 

Sifford-Hill 

835 

758 

665 

122 

Imperial  Corp  of  Am 

943 

•« 

784 

72 

Gillette 

199 

386 

263 

128 

Inco 

944 

.. 

865 

176 

rlendale  Federal  S&L 

** 

.. 

•* 

72 

Ingersoll-Rand 

832 

** 

837 

160 

Global  Marine 

311 

*• 

947 

186 

Inland  Steel 

921 

** 

805 

176 

L 

Godfrey 

746 

674 

474 

Insuco 

534 

561 

683 

116,  122 

'jolden  West  Finl 

295 

219 

72 

Inspiration  Resources 

936 

•* 

83,  176 

8F  Goodrich 

877 

#» 

634 

67,  83 

Intel 

394 

320 

607 

116 

Goodyear 

710 

314 

487 

67 

Interco 

684 

654 

596 

64,  132 

Gordon  Jewelry 

620 

583 

458 

200,  200 

InterFirst 

662 

«« 

904 

72 

LrOUlQ 

— „■ 
798 

752 

664 

58,  116,  116 

Interlake 

805 



566 

480 

176 

WR  Grace 

506 

655 

843 

83,  132,  200 

IBM 

67 

166 

396 

116 

WW  Grainger 

304 

433 

423 

134 

Intl  Flavors  &  Frags 

145 

492 

565 

83 

Gt  Am  First  Savings 

mm 

72 

Intl  Harvester 

965 

** 

918 

67 

Great  A&P  Tea 

934 

132 

150 

Intl  Minerals  &  Chem 

541 

668 

861 

83 

Gt  Northern  Nekoosa 

ouz 

CIA 

CO/I 

Intl  Multifoods 

A  £1 
4D1 

40  V 

1/1/1    1 AA 
14-4,  144 

Gt  Western  Financial 

886 

546 

72 

International  Paper 

777 

745 

695 

192,  196 

Greyhound 

617 

611 

345 

208 

InterNorth 

308 

479 

708 

180 

Grumman 

459 

49 

316 

58 

Interpublic  Group 

263 

439 

253 

111 

GTE 

455 

343 

562 

210 

Interstate  Bakeries 

949 

.. 

123 

144 

( iu!t  &  Western  Inds 

742 

215 

131     1/11     1  "7/1 

132,  I4z,  i  /4 

1.......                          /~*  0,  T? 

lowa-lllinois  b&b 

355 

292 

382 

136,  180 

Gulf  States  Utilities 

485 

436 

712 

136 

Iowa  Resources 

491 

446 

597 

136,  180 

Halliburton 

319 

628 

914 

122,  186 

Ipalco  Enterprises 

448 

445 

471 

136 

Hammermill  Paper 

671 

576 

444 

196 

Irving  Bank 

478 

468 

530 

72 

Handy  &  Harman 

357 

672 

862 

176 

ITT 

698 

612 

701 

132,  170,  210 

Hannaford  Bros 

162 

122 

22 

150 

IU  International 

217 

757 

809 

132,  208 

Hanover  Insurance 

520 

698 

142 

170 

lames  River  Corp  Va 

78 

124 

130 

196 

Harcourt  Brace 

518 

553 

118 

111 

Jefferson  Smurfit 

3 

20 

192,  196 

Harnischfeger 

938 

*• 

828 

160,  160 

Jefferson-Pilot 

577 

287 

182 

170 

Harris  Corp 

398 

632 

887 

58,  116 

Jerrico 

276 

270 

459 

150 

Harsco 

624 

640 

451 

122,  160 

Jim  Walter 

809 

603 

531 

122,  132 

Hartford  National 

309 

328 

228 

72 

Johnson  &  Johnson 

202 

374 

603 

128,  154 

Hartmarx 

553 

147 

121 

64,  200 

Johnson  Controls 

464 

310 

541 

67,  166 

Harvey  Hubbell 

273 

372 

272 

134 

Earle  M  Jorgensen 

659 

727 

675 

176 

Hasbro 

28 

9 

1 

174 

Jostens 

91 

272 

313 

200 

Hawaiian  Electric 

713 

494 

369 

136 

Joy  Manufacturing 

634 

744 

858 

160 

Heck's 

741 

648 

200 

JWT  Group 

613 

660 

517 

111 

G  Heileman  Brewing 

41 

226 

515 

80 

K  mart 

554 

270 

439 

200 

Profitability:  3-year  return  on  equity.  Growth:  5-year  annual  earnings-per-share  growth  Stock  Market:  5-year  price  change.  "Not  ranked 
Note:  A  repeated  page  number  indicates  that  the  company  is  listed  in  more  than  one  subindustry. 
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Where  to  find  the  company 


Rank 

Rank 

Industry 
Stock  survey 
Company                        Profitability     Growth    market  page 

Industry 

Stock  survey 

Company                          Profitability     Growth    market  page 

Kaiser  Alum  &  Chem              885            "         835  142,176 
Kaman                                 402          167         112        58,  160 
Kaneb  Services                       462            "        927  186 
Kansas  City  P&L                    356          119         523  136 
Kansas  City  Southern              341          251         356  208 

Martin  Marietta                         731             "         553        58,  132 
Maryland  National                    474          326         152  72 
Masco                                      182           381          289             J  22 
Masco  Industries                         "            "           "  67,160,186 
Massey-Ferguson                      971             "         856        67,  160 

Kansas  Power  &  Light              362          242         326  136,180 
Kaufman  &  Broad                   860            "        628  122,170 
Kay                                       754             "         877       142,  200 
Kellogg                                    46          306         143  144 
Kellwood                              789             8          60  64 

Mattel                                      956             "         696  174 
May  Dept  Stores                       344          182         159  200 
Maytag                                    71          324         216  128 
MCA                                       538           587         158  174 
McCormick                             224           83         431  144 

Kelly  Services                          69          332          69  166 
Kemper                                655          738         430  170 
Kentucky  Utilities                  668          327         489  136 
Kerr  Glass  Mfg                       916            "        661  192 
Kerr-McGee                          670          709         772  186 

McDermott  Intl                         796           716         890  160,186 
McDonald's                              99          160         147  150 
McDonnell  Douglas                   583          200         598  58 
McGraw-Hill                              98           209         426  111 
MCI  Communications                 26            28         179  210 

KeyCorp                                482          286         137  72 
Kidde                                  521          591         581  132 
Kimberly-Clark                      436          602         274      128,  196 
KN  Energy                            441          516           "  180 
Knight-Ridder                        327          331         235  111 

McKesson                                 493           609         535        80,  154 
McLean  Industries                      157          264            "  208 
MCorp                                     212           353         794  72 
Mead                                     774            "         569      192,  196 
Media  General                         289          296         214  111,196 

Koppers                                 881             "         827        83,  122,  132 
Kroger                                 374          540         363  150 
Laclede  Gas                           464          263         318  180 
Lafarge                                 908            "           "  122 
Lear  Siegler                             184          535         670          58,  67,  132 

MEI                                           43            84         100  80 
Mellon  Bank                            576          436         563  72 
Melville                                     64           223         217      200,  200 
Mercantile  Bancorp                    409           458         337  72 
Mercantile  Stores                      322          137          55  200 

Leaseway  Transport                429          646         699  208 
Libbey-Owens-Ford                 827          363         424        67,  160 
Life  Investors                        689          258         234  170 
Eli  Lilly                                106          333         567  154 
Limited                                     7            14            3  200 

Merck                                      114           425         589  154 
Meredith                                  205           139         129  111,111 
Meridian  Bancorp                       424           345            "  72 
Merrill  Lynch                          247          619         490  142 
MGM  Grand  Hotels                    218           728         374  174 

Lincoln  National                      683           518         257  170 
Liquid  Air                              672          634         788  83 
Litton  Industries                       93          419         752        58,  132,  160 
Lockheed                               22            "          84  58 
Loews                                    105          229           76        80,  170 

MGM/UA  Entertainment            558           545         232  174 
Michigan  National                      838             "         377  72 
MidCon                                    534           401         435  180 
Middle  South  Utils                     543           416         795  136 
Midland-Ross                            896             "         838       134,  160 

Lone  Star  Industries                 821             "         740  122 
Long  Island  Lighting                455          440         884  136 
Longs  Drug  Stores                   239          335         469  200 
Longview  Fibre                        846          215         804       192,  196 
Loral                                     290           192         549  58 

Midlantic  Banks                         124           281           99  72 
Herman  Miller                         115          140         134  166 
Minn  Mining  &  Mfg                   164           513         610  132 
Minstar                                    847              1             6  208 
Mission  Insurance                      919             **         933  170 

Louisiana  Land                        291           679            "  186 
Louisiana-Pacific                     867             "         720  122 
Louisville  G&E                       604          377         507  136,180 
M  Lowenstein                        680            19           "       64,  128 
Lowe's  Cos                           331            90         197  200 

Mitchell  Energy                           48           676         905       180,  186 
Mobil                                       421           685         814  186 
Mohasco                                 873            **         209  128 
Monarch  Capital                        695           563         205  170 
Monfort  of  Colorado                   266            87           40  144 

LTV                                      887             "         917        58,  176 
Lubrizol                                 251           670         850  83 
Lucky  Stores                         203          548         519  150,200 
Lukens                                898            "        691  176 
M/A-Com                             318          364         901       i  16,  210 

Monsanto                                 703           342         643  83 
Montana  Power                         573           579         734       136,  180 
Moore  Corp                               365           554         485  166 
Moore  McCormack                   770          746         829  122 
JP  Morgan                                 369           266         338  72 

Mack  Trucks                         911             "           ••  67 
Macmiilan                            650            17          39  111 
RH  Macy                                118           100           90  200 
Magic  Chef                             591            44           27  128 
Manhattan  Industries               511           751         260        64,  200 

Morrison-Knudsen                      441           406         745  122 
Morse  Shoe                             723            "         757  200 
Morton  Thiokol                         130           152           92          58,  83 
Motorola                                  361           285         593  116,210 
Munford                                   526            23           89  150 

Manufacturers  Hanover            512          471         663  72 
Manufacturers  Narl                  732          367         139  72 
Manville                                893             "         930  122 
Mapco                                   274          649         793  186 
Marine  Midland  Bank               ?20          373         411  72 

Murphy  Oil                               192           571         854  186 
Nalco  Chemical                           96           506         756  83 
Nash  Finch                               499          408         149       150,  150 
Nashua                                    869             "         689       1 16,  166 
National  City                            591           429         361  72 

Marriott                                 101           112         173       150,  174 
Marsh  &  McLennan  Cos             89          642         319  170 
Marsh  Supermarkets                543          673         308  150 

Natl  Convenience                        50           149         222  150 
National  Distillers                      790           726         657        83,  132,  186 
National  Fuel  Gas                      530           220         408  180 

Profitability:  5  year  return  on  equity    Growth:  5-year  annual  earnings-per-share  growth.    Stock  Market:  5-year  price  change    "Not  ranked 
Note:  A  repeated  page  number  indicates  that  the  company  is  listed  in  more  than  one  subindustrv 
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WE  ONLY  NUMBERS  IN 
THIS  MAGAZINE  WAT 
YOUR  LIFE  DEPENDS  ON 


COMPARISON  OF  CASH  VALUES 

Company 

Yearl 

Year  3 

Year  5 

Year  10 

Life  of  Virginia 
Challenger/Max 

$13,454 

$45,373 

$82,882 

$210,040 

Equitable 

7,763 

37,493 

71,989 

189,620 

Conn.  Mutual 

2,903 

33,481 

68,206 

169,589 

Metropolitan 

10,762 

38,996 

71,962 

181,336 

Male  55,  $500,000  level  death  benefit,  $15,000  annual  premium,  cash  surrender  values  @  9%  cur- 
rent interest  rates. 

Values  are  as  of  the  end  of  each  year  shown,  are  for  the  best  nonsmoker  underwriting  class  available, 
and  are  based  on  available  proposal  information  which  we  believe  to  be  current  and  accurate  as  of 
the  date  of  comparison,  9/30/85. 

Challenger/MAX  is  available  in  most  states 


Everyone  who's  reading  this  cares  about  money.  This  advertisement  is  an  opportunity 
to  do  something  about  your  own. 

Five  years  ago,  we  turned  the  insurance  industry  on  its  ear  when  we  introduced 
universal  life.  Today,  we  introduce  Challenger/MAX,  the  most  advanced  form  of  uni- 
versal life  available.  A  glance  at  the  chart  will  show  you  why. 

It  compares  our  Challenger/MAX  to  more  traditional  universal  life  policies  from 
several  other  companies.  As  you  can  see,  Challenger/MAX  lets  you  accumulate  cash 
values  far  more  quickly.  It  also  creates  interest  at  current  competitive  rates  using  our 
exclusive  Dual-Rate  lndex.SM  We  guarantee  it. 

Unlike  traditional  policies,  Challenger/MAX  has  no  basic  service  charge  or  pack- 
aged fee.  You  pay  only  for  services  you  use. 

You  also  get  a  level  of  disclosure  that's  unprecedented  in  the  insurance  industry, 
including  quarterly  reports  and  a  Buyer's  Manual. 

To  find  out  more  about  Challenger/MAX,  ask  your  agent. 
Compare  it  to  your  present  program. 

You're  free  to  read  the  remaining  pages.  But  remember— those 
pages  are  about  other  people's  money. 

This  page  was  about  your  own.  VIRGINIA 


Where  to  find  the  company 


Rank 

Rank 

Industry 
Stock  survey 
Company                        Profitability     Growth    market  page 

Industry 
Stock  survey 
Company                            Profitability     Growth    market  page 

National  Gypsum                    669           534         199  122,122 
National  Intergroup                  937             "         717  72,176 
National  Medical                     134            59         577  154 
Natl  Semiconductor                 648                        760  116 
National  Service                     187          311         133      134,  166 

Parker  Pen                                805             "         694  166 
Payless  Cashways                       211           114         301  200 
Penn  Central                             762             "         409  116,132,186 
Penn  Traffic                              709           614         464  150 
JC  Penney                                 599           207         320  200 

National-Standard                    904             "         715  176 
NBD  Bancorp                          661           428         194  72 
NCNB                                   335           260         184  72 
NCR                                      443           371         410  116 
New  England  Electric               319          210         328  136 

Pennsylvania  P&L                     615          530         497  136 
Pennwalt                                  775           644         614  83 
Pennzoil                                   183           707         <>66  186 
Pentair                                   170          470         176      160,  196 
People  Express                          876            "         243  62 

NY  State  E&G                         471           420         505  136 
New  York  Times                      138           108           93  111 
Newmont  Mining                    752          756         747  176 
Niagara  Mohawk  Power            478           324         504       136,  180 
Nicor                                     858             "         840  180 

Peoples  Energy                           433           499         322  180 
PepsiCo                                    293           590         283        80,  144 
Perini                                       657           688            "  122 
Perkin-Elmer                             352           567         800  58,116 
Petrie  Stores                            165          527         224  200 

NIKE                                        5            39         642  64 
Nl  Industries                        736            "         912  83,186 
Nordstrom                            238          132          70  200 
Norfolk  Southern                     529          578         629  208 
Norstar  Bancorp                      380           309         203  72 

Pfizer                                       212           173         465  154 
Phelps  Dodge                           930            "         879  176 
PHH  Group                                 88           136         559  166 
Phibro-Salomon                           47           625         150       142,  142 
Philadelphia  Electric                   579           370         655  136 

North  American  Coal               343            55         441  109 
North  Amer  Philips                 559          406         446  116,128 
Northeast  Utilities                  455          111         359  136 
No  Indiana  Pub  Svc                  768           571         811  136,180 
No  States  Power                      388          206         309       136,  180 

Philip  Morris  Cos                         80           208         502  80 
Phillips  Petroleum                     334          617         849  186 
Phillips-Van  Heusen                  715            85          46  64 
Piedmont  Aviation                     167           457         177  62 
Pillsbury                                   283           293         175       144,  150 

Northern  Trust                        754          661         267  72 
Northrop                                338           496         323  58 
Northwestern  Natl  Life             811           678         427  170 
Northwestern  Steel                 913            "         853  176 
Norton                                 654          713         868  160 

Pioneer                                    26          244         826  186 
Pioneer  Hi-Bred  Intl                     94           397         521  144 
Pitney  Bowes                           249          329         240  116 
Pittston                                  907            **         888        62,  109 
Pittway                                  331          431         434  111,128,192 

Norwest                                 676           683         750  72 
Nucor                                    227          618         623  176 
NVF                                      961             "         936  176 
NWA                                     872           145         371  62 
Nynex                                    *•            **           "  210 

PNC  Financial                           280           196            "  72 
Polaroid                                    862           656         575  174 
Ponderosa                                 721           521          349  150 
Portland  Genl  Electric                 410           117         473  136 
Potlatch                                    814           699         742       122,  196 

Oak  Industries                        959                        942  116 
Occidental  Petroleum               163           755         739       144,  186 
Ogden                                    586           706         707  132 
Ohio  Casualty                         527          711         355  170 
Ohio  Edison                          568          356         618  136 

Potomac  Electric                        484           240         245  136 
PPG  Industries                           509           474         282        67,  122 
Price  Co                                       1              7             2  200 
Primark                                    796            43         641  180 
Prime  Computer                        23          151         834  116 

Oklahoma  G&E                       525           195         450  136 
Old  Republic  Intl                     236          413         161  170 
Olin                                    770          336         483        83,  132 
Oneok                                 358          570         798  180 
Orange  &  Rockland                 512          387         357      136,  180 

Procter  &  Gamble                       178           308         438  128,128 
Provident  Life  &  Acc                  494           359         315  170 
PSA                                         807             **         810  62 
PSFS                                           "             "            ••  72 
Public  Service  Colo                     597           303         609  136,180 

Outboard  Marine                    726            18          83  174 
Owens-Corning                      757          467         637  122 
Owens-Illinois                         780          662         378  192 
Oxford  Industries                     229            38           64  64 
Paccar                                    554          650         646  67 

Public  Service  Ind                       545           695         906  136 
Public  Service  NH                      486           433         882  136 
Public  Service  E&G                    612           398         476       136  180 
Pueblo  International                   792           557           81  150 
Puget  Sound  P&L                       641           550         660  136 

Pacific  Gamble                        825           737         697       150,  150 
Pacific  G&E                            500          347         470       136,  180 
Pacific  Lighting                       505           520         390  180 
Pacific  Resources                     631             **         735  186 
Pacific  Telesis                           *•             "            *•  210 

Pulte  Home                                54           138           91  122 
Purolator  Courier                       237           464         815          62,  67 
Quaker  Oats                            353          488         us  \&A 
Quaker  State  Oil                       .635           616         688  186 
Questar                                    402           183         653  180 

PacifiCorp                              415           304         615  136 
Paine  Webber  Group                 351           639         420  142 
Palm  Beach                            353          615         415  64 
Pan  Am                                  954             "         468  62 
Panhandle  Eastern                    294           595         812  180 

Rainier  Bancom                           ^1^           ift^          'JAR  n 
Ralston  Purina                           299           181           80       144,  144 
Ramada  Inns                             918             **         706  174 
Raychem                                  382           559         693  134 
Raytheon                                  154           559         767  58,116,132 

Pantry  Pride                            972             **         297  150 
Parker  Drilling                        686             "         935  186 
Parker-Hannifin                       482          626         526  160 

RCA                                        766             "         532       111,  128,  132 
Reading  &  Bates                         341           743         934  186 
Reichhold  Chemicals                  782           234         242  83 

Profitability:  5-year  return  on  equity    Growth:  5-year  annual  earnings -per-share  growth    Stock  Market:  5-year  price  change.    "Not  ranked 
Note:  A  repeated  page  number  indicates  that  the  company  is  listed  in  more  than  one  subindustrv. 
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Rank 

Rank 

Industry 
Stock  survey 
Company                        Profitability     Growth    market  page 

Industry 
Stock  survey 
Company                            Profitability     Growth    market  page 

i  Republic  Airlines                    967            "         551  62 
Republic  New  York                 107          265         525  72 
RepublicBank                         314          402         700  72 
Research-Cottrell                    813          702         538  166 
Resorts  Intl                           778            **         493  174 

Singer                                     822            "         165        58,  128 
Skyline                                   843          621         738        67,  122 
AO  Smith                                925            "         265  67 
Smith  International                   815            **         939  186 
Smithfield  Foods                       517          715         101  144 

Revco  DS                              120          135         413  200 
Revere  Copper                        932            "        817  176 
Revlon                                 567          682         681       128,  154 
Rexnord                                833          754         816  160 
RJ  Reynolds  Inds                      73          217         583        80,  144 

SmithKline  Beckman                   29          313         763  154,154 
Snap-on  Tools                           147          423         433  67 
Society                                   631          394         207  72 
Sonat                                     191          180         733  180 
Sonoco  Products                       276          379         155  192 

Reynolds  Metals                     861             "         748  176 
Riggs  National                        588          495         362  72 
Rite  Aid                                   75            97         335  200 
RLC                                       729           723         676  208 
Roadway  Services                    140          247         484  208 

Southeast  Banking                     486          503         448  72 
Southern  Calif  Edison                 408          279         449  136 
Southern  Company                     473           212         506  136 
So  New  England  Tel                    533           337         269  210 
Southern  Union                         769             "         767  180 

Robertshaw  Controls               662          150         208  134 
HH  Robertson                        316          666         702  122 
AH  Robins                            946            **         778  154 
Rochester  G&E                      489          193         429  136,180 
Rockwell  Intl                         218          246         561  58,67 

Southland                                323          237         201       150,  186 
Southmark                               196             3         188  142 
Southwest  Airlines                      59          235         287  62 
Southwest  Forest  Inds                915            "         894      122,  196 
Southwestern  Bell                        **            **           "  210 

Rohm  &  Haas                        406          226         202  83 
Rohr  Industries                      413            29          85  58 
Rollins                                 692          466           **  166 
Roper  Corp                            672            72         250  128 
Rorer  Group                           137          460         360  154,154 

Southwestern  Pub  Svc                192          225         351  136 
Sovran  Financial                       317          162  72 
Sperry                                    737          686         818        58,  116 
Springs  Industries                      760          240         358        64,  128 
Square  D                                 186          575         626  134 

Rose's  Stores                          370            63          35  200 
Rubbermaid                           253          125          43  128 
Ruddick                                412          250         305  150 
Ryan  Homes                          726          638         725  122 
Ryder  System                         233          242         239  208 

Squibb                                      494           367         252  154 
Staley  Continental                     470          730         770  144 
Stanadyne                               382          298         432       122,  160 
Std  Commercial  Tob                  243          456         273  80 
Standard  Oil  Ohio                       17          512         824  186 

Rykoff-Sexton                        565          249         154  150 
Safeco                                  574          574         259  170 
Safeway  Stores                       564          404         294  150 
Saga                                       173            12           36  150 
St  Paul  Cos                            801             "         403  170 

Stanley  Works                          498          510         495  128,160 
State  Street  Boston                    131            70           18  72 
Stater  Bros                                 "            "           **  150 
Sterling  Drug                           330          448         516      128,  154 
JP  Stevens                               889            **         460        64,  128 

San  Diego  G&E                      436          116         329  136 
Sanders  Associates                  239          184         709  58,116 
Santa  Fe  Southern                   681          523           "  208 
Sara  Lee                                232          223          94  144 
Savannah  Foods                        15          106          28  144 

Stewart  &  Stevenson                  829            **         788  160 
Stewart- Warner                        824          729         677  160 
Stone  Container                        594            ""         244  192 
Stop  &  Shop  Cos                       200           48          32  150,200 
Storage  Technology                    935            "         945  116 

Savin                                    962            **         909  166 
Scana                                   547          355         460      136,  180 
Schering-Plough                      346          599         604      128,  154 
Schlumberger                          33          307         895  116,186 
SCI  Systems                          241            33         278  116 

Storer  Communications               890             "         171  111 
St  raw  bridge                                 610           106            26  200 
Student  Loan                             11            10           "  142 
Subaru  of  America                        4           34          15  67 
Sun  Chemical                           579          721         498  83,116 

SCM                                    765          669         191       122,  132 
SCOA  Industries                      65          311         193  200 
Scott  &Fetzer                        362          360         249  111,132 
Scott  Paper                            717          594         350      128,  196 
Sea-Land                                 "           69           "  208 

Sun  Company                            396           658         732  186 
Sundstrand                              286          647         779        58,  160 
SunTrust  Banks                          **          140           "  72 
Super  Food  Services                   554            96          56  150 
Super  Valu  Stores                       53          165         192  150 

Seagram                                448          128         334  80 
Sealed  Power                          407          230         389  67 
Sears,  Roebuck                       700          204         266  170,200 
Seaway  Food  Town                  615          714         339  150 
Security  Pacific                      306          294         387  72 

Supermarkets  General                126          158          50  150 
Swift  Independent                       76          653         406  144 
Sybron                                    902            "         638  154 
Sysco                                      172          120         156  150 
Talley  Industries                       920            "         110  58,128 

Service  Merchandise                175          156         271  200 
ServiceMaster  Inds                     6            93         333  166 
Shaklee                                 147          514         682  128 
Shaw  Industries                      261          110          29  128 
Shawmut                                608           288         238  72 

Tandem  Computers                   192            45         831  116 
Tandy                                        9            58         570  116,200 
TECO  Energy                           397          357         456  136 
Tecumseh  Products                   370          421         405  160 
Tektronix                                388          538         797  116 

Sheller-Globe                         807          254          71  67 
Sherwin-Williams                   523            66          66  200,200 
Shopwell                               837            "         162  150 

Teledyne                                   121           474         442        58,  132,  170 
Telex                                       37             6           10  116 
Temple-Inland                            **            "           **      122,  192 

Profitability:  5-year  return  on  equity.    Growth:  5-year  annual  earnings-per-share  growth    Stock  Market:  5-year  price  change.    "Not  ranked 
Note:  A  repeated  page  number  indicates  that  the  company  is  listed  in  more  than  one  subindustry 
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Where  to  find  the  company 

Rank 

Rank 

 — — t —  

Industry 
Stock  survey 
Company                        Profitability     Growth    market  page 

Industry 
Stock  survey 

Company                            Profitability     Growth    market  page 

Tenneco                                 446          623         821       180,  186 
Tesoro  Petroleum                   119          753         880  186 
Texaco                                   636          749         839  186 
Texas  Air                             968            "         606  62 
Texas  American  Bcshs              439          455         741  72 

USG                                         491           489         236       122,  122 
USLife                                      687           735         537  170 
Utah  Power  &  Light                    627           519         540  13'6 
Valero  Energy                            197             "         913  180 
Valley  National                          417           545         547  72 

Texas  Commerce  Bcshs            136          172         803  72 
Texas  Eastern                        336          581         774  180 
Texas  Instruments                   649                        783  58,116 
Texas  Oil  &  Gas                       21            60         758  180 
Texas  Utilities                        344          288         543  136 

Varian  Associates                      688                       445  116 
VF                                             32            46           23  64 
Vulcan  Materials                        268           543         383  83,122 
Wachovia                                  319           129          104  72 
Wal-Mart  Stores                           16            30           19  200 

Textron                                  760          629         522        58,  132,  160 
Thorn  Apple  Valley                  666             "         785  144 
Thrifty  Corp                          280          197          68  200 
Tidewater                               702             "         926  186 
TIE/Communications                35            22         698  210 

Waldbaum                                 413           231           86  150 
Walgreen                                   113           105           37  200 
Wang  Laboratories                      39            41         764  116 
Warnaco                                   254           390          109  64 
Warner  Communications             931                        776  174 

Tiger  International                  960            "         910  62 
Timelnc                               180           24           "  111,111 
Times  Mirror                          220          299         284  111 
Timken                                831            "         836      160,  176 
Todd  Shipyards                        81          375         680  58 

Warner-Lambert                         601           123         404       154,  154 
Washington  Gas  Light                 618           256         443  180 
Washington  National                 779          731         724  170 
Washington  Post                          85           104           54  111 
Waste  Management                   104            86         341  166 

Toledo  Edison                         549           352         635  136 
Torchmark                            494          187          57  170 
Toro                                      927             "         622  128 
Tosco                                    947             "         938  186 
Toys  "R"  Us                             63            50           25  200 

Del  E  Webb                               849           294         314  122,174 
Weis  Markets                           150          191           87  150 
Wells  Fargo                               522           441          365  72 
Wendy's  Intl                               68           129           67  150 
West  Point-Pepperell                  566          267         416        64,  128 

Tracor                                  189          168         587  58 
Trans  World  Airlines                 "            "           **  62 
Transamerica                          575           643         488  170 
Transco  Energy                      226          318         780  180 
Transwaylntl                         710          651         501  208 

Western  Air  Lines                       964             **         823  62 
Western  Co  No  Amer                 368            **         944  186 
Western  Union                         901             **         866  210 
Westinghouse                           337          366         180        58,  132,  134 
Westmoreland  Coal                   922            "         787  109 

Transworld                             329           170            "       150,  174 
Travelers                              625          627         290  170 
Tribune                                  645           551            "  111 
Trinity  Industries                    348             **         881  122 

TRW                                     303           529         652          58, 67,  132 

Westvaco                                  578           522         503  196 
Wetterau                                   551           269         302  150 
Weyerhaeuser                           816          725         782      122,  196 
Wheeling-Pittsburgh                  942            "         902  176 
Whirlpool                                  263           218         295  128 

Turner                                   56          109         352  122 
Tyco  Laboratories                     92          562         466      166,  192 
Tyler                                   312          492         510  83,116,122 
Tyson  Foods                           418            36           17  144 
UAL                                      859             "         237  62 

White  Consolidated                   850            **         639  128 
Whittaker                               269          613         848      132,  154 
Wickes  Cos                               970             **         911  200 
Wicor                                       690           482         605  180 
Willamette  Inds                         748           690         632       122,  196 

UGI                                      739           758         851  180 
Union  Camp                          427          543         571       192,  196 
Union  Carbide                       757          741         667        83,  132 
Union  Pacific                          639          630         852  186,208 
United  Brands                        905            "         602      144,  144 

Williams  Cos                             714           605         860  83,180 
Wilson  Foods                           952            "         719  144 
Winn-Dixie  Stores                      168           354         342  150 
Winn  Enterprises                         **            **         187  144 
Wisconsin  Electric                     445          194         246      136,  180 

United  Energy                        247          750         759  180 
United  Illuminating                325          301         619  136 
United  Merchants                   953            "         108  64 
US  Bancorp                            453           532         574  72 
US  Home                              851            "         900  122 

Wisconsin  P&L                          364           245         311  136,180 
Wisconsin  Public  Svc                  423           317         276       136,  180 
Witco                                       375           430         428  83 
FW  Woolworth                          875             **         317       200,  200 
Worthington  Inds                         79           444         457  176 

United  States  Shoe                   159           255           75        64,  200 
United  States  Steel                  894            **         730  176,186 
United  Technologies                326          392         611  58,122,132 
United  Telecom                     346          555         647  210 
United  Virginia  Bkshs              282          203         138  72 

Wm  Wrigley  Jr                           419           405         223  144 
Wyman-Gordon                          174           273         703  58 
Xerox                                       622           732         754  116,170 
Yellow  Freight  System                602           127         168  208 
Zale                                    -762            "         718  200 

Univar                                   507           515         514  83 
Universal  Foods                     375          351         281  144 
Universal  Leaf                         207          301         631  80,170 
Unocal                                   243          442         845  186 
Upjohn                                  252          539         425  154 

Zapata                                      288           484         925       144,  186 
Zayre                                       367            62           12  200,200 
Zenith  Electronics                      793             "         762  116,128 
Zurn  Industries                        436          606         386  160 

US  West                                   "             "            "  210 
US  Air  Group                         139          385         524  62 
USF&G                                  609           712         496  170 

Profitability:  5-year  return  on  equity.    Growth:  5-year  annual  earnings-per-share  growth.    Stock  Market:  5-vear  price  change.    "Not  ranked 
Note:  A  repeated  page  number  indicates  that  the  company  is  listed  in  more  than  one  subindustrv. 
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..is  the  essence 
of  achievement 
overtime. 


Anadarko  Petroleum  Corporation, 
xvthe  oil  and  gas  exploration  and 
production  unit  of  Panhandle  Eastern 
Corporation,  has  Staying  Power. 

In  1960,  its  first  full  year  of  opera- 
tion, Anadarko  drilled  48  development 
wells  with  a  success  rate  of  80  percent. 
In  1985,  the  success  rate  exceeded 
80  percent,  in  a  drilling  program  that 
involved  more  than  300  exploratory 
and  development  wells,  an  excellent 
performance  in  a  high-risk  business. 

Over  the  past  quarter  century, 
Anadarko  has  built  the  resource  base, 
the  skilled  professional  staff  and  the 
management  philosophy  to  deal  effec- 
tively with  good  and  bad  times  while 
sustaining  its  growth. 

Entering  the  last  half  of  the 
1980s,  Anadarko  has  250  million 
energy  equivalent  barrels  of  proved 
reserves  of  oil  and  natural  gas 

PANHANDLE  E 


and  a  lease  position  encompassing 
more  than  two  million  acres,  onshore 
and  offshore,  in  the  United  States. 
Anadarko  maintains  an  active  drilling 
program  which  has  involved  an  aver- 
age of  275  wells  annually  in  the  last 
five  years.  Even  more  important 
to  its  Staying  Power  is  the  fact  that 
Anadarko  has  more  than  replaced  its 
production  with  new  reserves  at  find- 
ing costs  below  industry  averages. 

Not  every  year  is  a  banner 
year  in  business,  but  Anadarko  and 
Panhandle  Eastern  manage  their 
assets  for  the  long  term— Staying  Power 
that  rewards  shareholders  over  time. 

To  get  the  up-to-date  story  on 
Panhandle  Eastern,  write  for  our  1985 
Annual  Report  to  be  published  in 
March.  Address  Corporate  Communi- 
cations, PO.  Box  1642,  Houston,  Texas 
77251-1642. 

TTERN  CORPORATION 

AN  ENERGY  LEADER  FOR  55  YEARS 


Panhandle  Eastern  Pipe  Line  Company  •  Trunkline  Gas  Company  •  Anadarko  Petroleum  Corporation 
Dixilyn-Field  Drilling  Company  •  Stingray  Pipeline  Company  (50%)  •  North  Antelope 
Coal  Company  (50%).  ©  1986 PANHANDLE  EASTERN  CORPORATION. 


The  new  Ritz-Carlton,  in  Naples,  Fla. 
Chippendale  by -the  sea. 


I 


Ph<xos  by  Randy  TqflOlfSffgfBt 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Is  Florida  overbuilt  again?  Dont  tell  that 
to  the  hotel  owners  who  have  bet  hundreds 
of  millions  on  spectacular  properties  from 
Orlando  to  Naples  to  Miami. 


Florida  rooms 


Stroll  into  one  of  the  souvenir 
shops  in  Miami's  tony  Coconut 
Grove  section,  and  you'll  see 
dozens  of  T  shirts  and  hats  on  display 
emblazoned  "Miami  Vice"  or  such 
whimsical  variations  as  Miami  Mice, 
Miami  Rice,  etc. 

The  hit  television  series  hardly  dis- 
plays Miami  or  Florida  in  a  manner 


designed  to  please  the  Chamber  of 
Commerce.  After  all,  drugs,  crime 
and  violence  don't  do  much  for  tour- 
ism, still  the  Sunshine  State's  premier 
legitimate  industry. 

But  the  T  shirts  and  hats  sell  brisk- 
ly, and  no  Fioridian  seems  to  have  his 
nose  out  of  joint.  Can  it  be,  finally, 
that  Florida  is  no  longer  taking  itself 


Liveried  staff  awaiting  guests 
In  the  Ritz  tradition. 

so  seriously?  That  it  no  longer  feels 
the  need  to  apologize  for  itself?  Apolo- 
gize for  Hispanic  West  Miami,  for 
Disney  World,  for  golf  as  religion,  for 
the  funky  Keys,  for  palatial  grand  ho- 
tels with  liveried  staff  catering  to  cli- 
ents with  walkers? 

Well,  a  lot  of  money  has  recently 
been  wagered,  in  the  form  of  splashy 
new  hotels,  that  Florida  is  growing  up. 
And  it  has  more  to  offer  snowbirds, 
conventioneers,  sports  lovers  and  oth- 
er visitors  than  ever  before. 

There  is  nothing  Mickey  Mouse 
about  the  Hyatt  Regency  Grand  Cy- 
press, a  960-acre  spread  that  has  al- 
ready become  the  premier  resort  in 
the  Orlando  region,  the  third  fastest 
growing  metropolitan  area  in  the  U.S. 
Run  by  Hyatt  and  owned  by  a  Dutch 
pension  fund,  the  Grand  Cypress  tries 
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Hyatt  Regency  Grand  Cypress  in  Orlando 
Nothing  Mickey  Mouse. 


J  H 

■ 
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Ensign  Bitters  restaurant  at  Mayfair 
A  disco  after  10  p.m. 

to  be  all  things  to  all  guests — from 
conventioneers  to  small,  elite  busi- 
ness groups  and  from  sports  and  fit- 
ness nuts  to  families  taking  the  kids 
to  visit  the  Magic  Kingdom  and  Epcot. 
If  it  doesn't  succeed,  it  won't  be  for 
lack  of  general  manager  Al  Kelly's 
trying. 

Big  (750  rooms),  brash  (18-story 
atrium,  half-acre  pool)  and  bouncy 
(pianists  and  harpists  in  several 
lounges  and  restaurants),  the  hotel  is  a 
self-contained  resort  with  particular 
appeal  for  golfers  and  tennis  players. 
The  27-hole  course  was  designed  by 
Jack  Nicklaus  and  is  reminiscent  of 
Scottish  moors;  the  resort  also  runs  a 
golf  academy  for  serious  students  of 
the  game. 

There  are  1 1  tennis  courts,  racquet- 
ball  courts,  a  l'A-acre  lake  with  pad- 
dle- and  sailboats,  a  jogging  track  and 


Tvpical  room  at  the  Mayfair  House 
The  hot  tub  is  on  the  balcony. 


FORBES,  JANUARY  13,  1986 


273 


Personal 
Affairs 


fitness  center,  even  a  pitch  and  putt 
golf  course  right  on  the  grounds. 

The  enormous  pool  is  laid  out  in  a 
grotto,  with  several  waterfalls  and 
even  a  hanging  bridge.  There  are  three 
restaurants  on  the  premises,  includ- 
ing a  gourmet  dining  room  and  a  laid- 
back,  very  Key  West  room  called 
Hemingway's,  which  Papa  probably 
would  have  hated,  although  the 
guests  certainly  don't. 

But  if  the  scale  and  thoroughness  of 
the  Grand  Cypress  are  what  get  your 
attention,  it  is  the  small  touches  that 
win  you  over.  A  hot-dog  cart  poolside 
in  summer.  Artwork  and  sculpture 
sprinkled  throughout  the  grounds  and 
the  hotel.  A  day-care  center  for  kids, 
which  charges  by  the  hour.  Shuttle 
service  to  the  Magic  Kingdom  and 
Epcot.  A  menu  that  includes  low- 
calorie  and  low-sodium  selections. 
The  total  absence  of  dirty  room-ser- 
vice trays  in  corridors.  The  unfailing 
courtesy  of  the  staff. 

It  is  no  wonder  that  though  only  in 


its  second  year,  the  Grand  Cypress 
has  already  twice  won  the  Golden  Key 
award,  presented  by  Meetings  &  Con- 
ventions magazine  on  the  basis  of  read- 
ers' votes. 

Rates  start  at  $130  a  night  in  season 
for  singles.  Make  reservations  early, 
as  the  hotel  has  been  running  close  to 
full  most  months  of  the  year. 

Probably  because  there  is  no  major 
airport  available,  the  southwestern 
coast  has  grown  at  a  less  hysterical 
pace  than  some  other  parts  of  Florida. 
And  only  now  has  it  acquired  what  it 
has  long  needed — a  grande  luxe  hotel 
that  residents  can  hold  up  as  the  equal 
of  the  Breakers  in  Palm  Beach.  Phys- 
ically, it  even  surpasses  its  Atlantic 
Coast  counterpart. 

Situated  on  a  three-mile  stretch  of 
Gulf  Coast  beachfront,  the  Ritz-Carl- 
ton  is  a  Mediterranean-style  colossus 
of  a  sort  not  built  anymore.  The  14- 
story  Italianate  structure  houses  463 
guest  rooms,  most  with  balconies,  all 
with  a  view  of  the  gulf.  After  sunning 
yourself  on  the  beach,  on  the  granite 
and  marble  terrace  or  poolside,  you 
can  take  high  tea.  It  is  appropriately 
served  in  bone  china  in  the  grand  lob- 
by each  afternoon. 

The  rooms  feature  stocked  bars, 
telephones  in  the  marbled  bathrooms, 
remote-control  televisions  in  the  sit- 


ting areas  and  24-hour  room  service. 
The  appointments  are  sumptuous  and 
traditional. 

For  the  sports-minded,  there  are  bi- 
cycles and  sailboats  available  for  hire, 
six  tennis  courts  and  golf  nearby. 
Fishing  and  other  excursions  can  be 
arranged  through  the  concierge;  there 
is  also  a  complete  fitness  center,  in- 
cluding sauna. 

Many  guests  at  the  Ritz-Carlton 
will  doubtless  drive  over  from  Miami, 
which  is  about  two  hours  away  via 
the  Tamiami  trail,  a  two-lane  ribbon 
that  slices  through  the  haunting  Ever- 
glades National  Park.  The  drive  alone 
is  worth  venturing  from  Miami  when 
you  are  next  in  the  state.  And  while 
the  eager,  young  staff  is  still  smooth- 
ing out  some  of  the  wrinkles,  the 
Ritz-Carlton  is  bound  to  become  one 
of  the  truly  premier  resorts  in  the 
entire  country. 

Rates,  not  surprisingly,  are  pretty 
steep:  Singles  start  at  $165  a  night  in 
season. 

Marco  Island,  16  miles  south  of  Na- 
ples, also  has  in  its  midst  a  new  hotel 
of  which  it  can  be  proud — the  Marco 
Beach  Hilton.  A  modern  slab,  hard  on 
the  beach,  this  elegantly  appointed 
hotel  is  perfect  for  small  groups  or 
vacationers  interested  in  golf,  bicy- 
cling, shelling,  tennis,  sailing  and 


The  Sheraton  Key1  Ixirgo 
Elegant  by  Keys'  standards 
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Cutty  and  ice. 

e  day  was  spent  in  the  corporate  arena.  Now  it's  time  for  another  kind  of  sport.  And  the  evening's  on  ice. 
Nothing  eases  the  transition  like  the  smooth,  mellow  taste  of  Cutty  Sarkf  A  taste  to  savor. 

Cutty  Sark.Yui  earned  it. 

To  send  a  gift  of  Cutty  Sark  anywhere  in  the  U.S.,  call  1-800-BETHERE.  Void  where  prohibited. 


SAID  YOU 


THE  BEST 


OF  PRICE. 
WELL... 


WE'RE  SMART  ENOUGH 
TO  KNOW  YOU'RE  SMART. 


People  Express 
Airlines  is  one  of  those  rare  cases  where 
paying  less  buys  you  more. 

When  it  comes  to  the  frills  you  really  want, 
People  Express  doesn't  just  equal  other  airlines. 
We  exceed  them.  Here  are  just  a  few: 

YOU'RE  ATTENDED  TO  BY  THE  PEOPLE  WHO 
CARE  MOST:  THE  OWNERS. 

Each  and  every  full-time  member  of 
our  organization  is  a  stockholder— with 
an  average  investment  of  more  than 
$20,000.  So  an  owner  is  never  more  than 
a  few  steps  away.  That  kind  of  dedica- 
tion is  hard  to  find  at  any  price— much 
less  ours.  And  it  results  in  the  first  airline 
where  attitude  is  as  important  as  altitude. 

BOEING  JETS  THE  WAY  THEY 
SHOULD  BE:  SPARKLING  CLEAN. 

Our  fleet  is  made  up  of  Boeing  727,  737  and 
747  jets.  The  finest  equipment  in  the  air. 

Furthermore,  our  planes  are  shining  clean  on 
the  outside.  And  you  won't  find  a  coffee  stain  on 
your  tray  table  or  somebody  else's  newspaper  in 
your  seat  pocket. 

At  People  Express,  we  believe  no  matter 
what  you  pay,  everyone  is  entitled  to  the  dignity 
of  a  clean  airplane  

A  SCHEDULE  LIKE  YOURS  DESERVES 
 A  SCHEDULE  LIKE  OURS.  

People  Express  has  more  flights  out  of  New 
York  than  any  other  airline.  Over  200  non  stops 
daily.  In  fact,  now  that  we've  teamed  with  Frontier 
Airlines,  you  can  fly  to  over  100  cities  coast  to 
coast.  In  addition  to  Canada  and  Europe.  With  a 
schedule  like  ours.  People  Express  flies  everywhere 
that's  anywhere.  And  often.  

YOU  PAY  FOR  COFFEE.  BUT 
IT'S  A  GOOD  CUP  OF  COFFEE. 

At  People  Express,  the  extras 
aren't  included  in  your  ticket  price. 
That  helps  us  to  offer  you  these 
low  prices. 

It  also  helps  us  to  offer  you 
fresh  brewed  Colombian  coffee 
instead  of  warmed-over 
instant.  Beverages  like  Coca-Cola, 
Michelob  and  Tanqueray.  And  on  our  Premium 
Class  flights,  Dom  Perignon  for  $45  a  bottle.  Not  to 
mention  snacks  (and  meals  on  747  flights)  of  the 
highest  quality  instead  of  just  passable  quality. 

At  People  Express  you  not  only  can  be  confi- 
dent about  what  you're  paying,  you  can  also  be 
confident  about  what  you're  eating  and  drinking. 


On  an  ordinary  airline,  because  the  "extras" 
*  are  included  in  the  price  of  your  ticket, 
you  pay  for  a  snack,  even  if  you're  not  hungry. 

And  you  pay  for  checking  your  baggage, 
even  if  you  don't  have  any. 

At  People  Express,  you  only  pay  for  the  lug- 
gage you  want  to  check,  the  snacks  you  want  to 
snack  and  the  drinks  you  want  to  drink.  Decisions 
we  think  you  should  make.  Not  us. 

We  also  think  you  should  be  free  to  leave 
when  you  want,  book  your  flight  when  you  want, 
"  and  stay  as  long  as  you  want.  Without 
being  penalized.  So  we've  eliminated 
the  usual  airline  restrictions.  We  simply 
have  peak  and  off  peak  prices. 

And  even  though  we  offer  the 
convenience  of  making  a  reservation, 
you  don't  pay  until  you're  on  the  plane. 
That  way,  if  for  some  reason  you  have 
to  cancel,  the  money  is  still  in  your 
pocket.  Not  ours.  

MAKE  A  RESERVATION 
WITHOUT  SAYING  A  WORD. 

We've  just  introduced  the  most  exciting  reser- 
vation system  in  the  world.  It's  called  Pick  Up  &  Go™ 

With  this  computerized  reservations  system, 
you  make  your  reservation  by  simply  pushing  the 
buttons  on  any  standard  touch-tone  telephone. 

And  in  addition  to  not  saying  a  word,  you 
needn't  spend  a  penny.  Because  it's  an  800  num- 
ber,  1  (800)  445-9494,  Pick  Up  &  Go  is  a  free  call. 

IN  THE  FUTURE,  THE  MOST  COMFORTABLE 
AIRLINE  TERMINAL  IN  THE  WORLD. 

People 
Express  is  con- 
structing the 
most  conve- 
nient, most 
modern,  most 
exciting  airline 
terminal  in  the 
world— The 

People  Express  Terminal  (formerly  Terminal  C)  at 
Newark  Airport. 

With  41  gates,  it  will  be  larger  than  all  of 
LaGuardia  Airport. 

So  now  you  know  where  to  get  the  best.  No 
matter  how  much  it  costs.  Or  rather  how  little. 

PEOPLExpress 

FLY  SMART 

Call  your  travel  agent  or  the  local  People  Express  reservations  number.  For  Pick 
Up  &  Go  reservations  call  1  (800)  445-9494  or  for  a  free  Pick  Up  &  Go  brochure 
write:  People  Express  Airlines.  Sales  &  Distribution  146  Haynes  Ave.,  Newark,  N.J. 
07114.  For  Premium  Class  reservations  call  1  (800)  344-4000. 
©  1985  People  Express  Airlines. 


Personal 
Affairs 


fishing.  All  298  suites  have  kitchen- 
ettes, beachside  balconies  and  wet 
bars.  The  bath  includes  a  hair  dryer, 
telephone,  toiletries  and,  naturally,  a 
television  set.  There  are  also  deluxe 
penthouse  suites  and  conference  fa- 
cilities available. 

The  patio  restaurant  and  lounge, 
Sandcastles,  has  a  piano  player  night- 
ly. And  by  day  it  offers  a  fine  vantage 
point  from  which  to  observe  the 
younger  set  taking  their  poolside  aer- 
obics classes. 

Rates  are  moderate,  starting  at  $125 
in  season. 

It  takes  a  lot  of  guts  to  make  a  major 
investment  in  a  hotel  in  Miami  these 
days,  where  occupancy  rates  have 
been  so  disappointing.  And  it  takes 
even  more  nerve  to  build  such  a  hotel 
within  a  glitzy,  high-price  shopping 
mall  that  has  yet  to  catch  on  with 
Miamians. 

Yet  the  Mayfair  House  in  Coconut 
Grove  is  a  delightfully  different  hos- 
telry that  is  bound  to  find  a  market 
among  visitors  who  want  to  base 
themselves  in  the  Grove  while  con- 
ducting their  Miami  business.  (The 
convenience  of  the  big-name  bou- 
tiques in  the  Mayfair  adds  appeal,  of 
course.  There  is  also  a  very  popular 
restaurant/disco  on  the  premises,  En- 
sign Bitters,  which  guests  are  invited 
to  use  during  their  stays.) 

But  the  suites  in  the  Mayfair  House 
are  what  will  either  thrill  or  horrify 
you.  They  are  painted  in  dark,  bold 
colors  and  have  names  like  Flamingo 
and  Gardenia.  The  heavy,  dark  furni- 
ture, including  the  ever-present  honor 
bar,  is  hardly  what  you'd  expect  in 
Miami,  nor  is  the  Japanese  hot  tub 
found  in  every  room.  Some  54  of  the 
185  rooms  also  have  pianos. 

In  a  word,  the  hotel  is  sensual — 
some  might  even  say  garish.  Tiffany 
stained-glass  panels  and  hand-carved, 
Central  American  mahogany  doors 
and  lobby  furnishings  are  not  every- 
one's cup  of  tea. 

With  the  Moorish  influence  of  the 
mall,  its  fountains  and  spiraling  stair- 
cases half  indoors  and  half  out,  the 
Mayfair  House  treats  (or  assaults)  a  lot 
of  sensibilities.  It  isn't  for  everyone, 
but  if  you  have  a  sense  of  fun  and 
appreciate  the  new  and  daring,  it  is 
well  worth  the  very  reasonable  rates, 


The  Marco  Bench  Hi/ton 
Elegance  in  a  box. 


starting  in  season  at  $100  for  a  sin- 
gle— which  is  not  the  way  to  travel  to 
this  hotel. 

"If  you're  looking  for  elegance,  stay 
out  of  the  Keys,"  the  barmaid  ex- 
plained to  tourists  at  the  new  Sheraton 
Key  Largo,  a  new,  welcome  addition  to 
the  Keys'  largely  tacky  stock  of  lodg- 


Everglades  National  Park 

A  wilderness  minutes  from  Miami. 


ing  facilities.  (There  are  two  other 
public  hostelries  that  are  worthy  of 
mention,  the  Cheeca  Lodge  in  Islamor- 
ada  and  the  Palms  of  Key  West.  Other- 
wise, it's  pretty  much  motels  made  of 
concrete  blocks,  unless  you  know  or 
are  a  member  of  the  Ocean  Reef  Club 
in  North  Key  Largo.) 

But  if  you  are  interested  in  "fishin', 
drinkin'  and  divin',"  volunteered  the 
same  "conch"  barmaid,  "the  Sheraton 
is  as  good  a  place  as  you  can  find." 

An  outdoor  bar  on  the  hotel's  top 
(fourth)  floor  is  called  Treetops  and 
overlooks  Florida  Bay,  providing  an 
excellent  vantage  point  for  the  sunset 
and  for  sundowners.  A  gourmet  res- 
taurant adjoins  the  bar,  with  dancing 
nightly. 

Rooms  are  clean,  simple  and  large, 
and  front  on  Florida  Bay.  A  small 
beach  has  been  carved  out  of  the  man- 
groves, and  sailboats  are  for  hire.  Cap- 
tain Corky  has  a  dive  concession  on 
the  grounds,  so  you  can  arrange  for 
scuba  diving  and  snorkeling  at  Penne- 
kamp  State  Park,  a  nearby  underwater 
preserve  that  attracts  thousands  of 
divers  each  year. 

The  hotel  is  inexpensive— singles 
start  at  $105  per  night  in  season.  The 
longer  you  spend  in  the  Keys,  the 
nicer  it  becomes. — W.G.F.  ■ 
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1986  TOYOTA  CRESSIDA. 

The  measure  of  a  true  luxury 
car's  value  lies  in  its  tangible 
assets.  And  nowhere  are  assets 
more  tangible  than  in  the  1986 
Toyota  Cressida. 

And  with  appropriate  reason. 

Inside,  you'll  enjoy  lavish 
comfort.  Automatic  climate  con- 
trol system.  Speed-sensing 
power 


and  9-band  graphic  equalizer. 
Comfort  you'll  wish  you  had 
at  home:  rich  thick  velour  or 

optional 
glove- 


of-the-art  Technics*  AM  Stereo/ 
FM/MPX  with  integral  cassette 


and  a  refined  Theft  Deterrent 
System.  And  of  course,  there's 
a  tilt/slide  sunroof  available. 

Cressida  s  2.8  liter,  Electroni- 
cally Fuel- Injected,  dual  overhead 
cam,  6-cylinder  engine  unleashes 
156  charging  horses  for  more 
driving  excitement.  Stopping 
power  is  no  less  superb  thanks  to 
new  power-assisted  ventilated 
4-wheel  disc  brakes. 

Your  Electronically  Controlled 
4-speed  automatic  overdrive 


transmission  adjusts  to  your 
driving  needs.  Choose  "Normal" 
for  fuel  savings  or  "Power''  for 
acceleration.  All  at  the  touch  of 
a  button. 

And  its  4-wheel  fully 
independent  suspension  treats 
road  obstacles  with  the  disdain 
they 
deserve. 

The 
new  1986 
Toyota 
Cressida. 
It  puts  you  into  the  lap  of  luxury 
without  requiring  a  lapse  of 
fiscal  acumen. 


"Technics  is  a  trademark  of  the  Matsushita  Electrical 
Industrial  Co.,  LTD 

get  MORE  FROM  LIFE-BUCKLE  UP! 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


Gone  are  the  days  when  you  tested  per- 
fumes only  at  department  store  counters. 
Now  you  do  it  in  your  living  room. 


The  nose  knows 


By  Lisa  Gubernick 


P|  erfume  companies  have  taken 
™  on  the  nation's  noses.  The  av- 
erage Vogue  smells  like  Bloom- 
ingdale's  first  floor  on  a  Saturday 
morning,  and  department  stores  rou- 
tinely slip  scented  strips  in  with  cus- 
tomers' bills.  Even  store  catalogs  are 
laden  with  scent  strips  so  that  cus- 
tomers can  order  perfume  along  with 
their  lingerie. 

Market  research  shows  consumers 
are  more  likely  to  buy  products  that 
they  have  sampled.  The  way  you  sam- 
ple a  scent  is  by  smelling  it.  Scent 
strips  are  cheap  and  effective  means  of 
launching  an  assault  on  our  olfactory 
nerves.  You  need  every  trick  you  can 
get  to  make  a  mark  in  the  crowded 
$3.8  billion  perfume  market. 

"Scent  strips  mean  we  don't  have  to 
worry  about  bringing  the  customer  to 
the  perfume  counter,"  says  Fred  Hay- 


man,  president  of  Beverly  Hills-based 
Giorgio,  the  first  perfume  manufac- 
turer to  market  almost  exclusively 
through  the  use  of  scented  strips. 
Adds  Sunny  Bates,  beauty  advertising 
manager  for  Elle  magazine,  the  U.S. 
version  of  the  French  fashion  maga- 
zine: "Scented  strips  make  sampling 
easier  and  a  lot  less  expensive."  Vials 
for  sampling  cost  30  cents  each,  scent 
strips  one-sixth  that  much. 

Making  the  strips  has  itself  become 
a  $50  million  business.  Sharing  the 
revenues  are  Arcade  of  Chattanooga, 
Tenn.;  Webcraft,  a  subsidiary  of  Be- 
atrice Cos.  based  in  North  Brunswick, 
N.J.;  and  3M,  the  Minnesota  con- 
glomerate. The  latter  two  claim  to 
dominate  the  market. 

The  industry  dates  back  to  the  early 
1960s,  when  3M  developed  a  mi- 
croencapsulation process  later  used  in 
scratch  and  sniff  advertisements. 
Those  ads  contained  tiny,  scent-filled 


capsules  that  broke  when  they  were 
scratched.  The  scent — generally  of  de- 
tergents, soaps  and  mouthwashes — 
was  then  released. 

Two  factors  kept  scratch  and  sniffs 
from  becoming  popular  with  perfume 
manufacturers.  First,  the  plebeian  im- 
age was  wrong  for  the  expensive  per- 
fumes they  were  hyping.  Moreover, 
"Women  don't  like  to  scratch,"  says 
Annette  Green,  executive  director  of 
the  Fragrance  Foundation,  an  industry 
group.  "It  isn't  aesthetic."  No 
scratching  is  needed  for  scent  strips. 

No  independent  market  studies 
have  yet  quantified  scent  strips'  effec- 
tiveness, but  perfume  manufacturers 
see  the  Giorgio  success  story  as  ample 
evidence.  Giorgio,  which  was 
launched  in  1981,  generated  $2.5  mil- 
lion in  revenues  in  1982.  This  year  it 
will  top  $100  million. 

"Everybody  is  trying  to  do  what 
Giorgio  did,"  says  Green.  Most  pub- 
lishers refuse  to  accept  more  than 
three  scent  strips  per  issue  because 
too  many  smells  spoil  the  magazine. 
David  Rubin,  advertising  director  for 
Vogue,  concedes  that  some  subscrib- 
ers have  complained  about  the  odorif- 
erous advertising. 

But  the  scented  ads  will  continue. 
They  are  effective  and  they  pay  well. 
Scented  ads  cost  more  than  twice  as 
much  as  running  one  regular  full- 
page,  four-color  ad.  First  comes  the 
cost  of  the  scent  strip  itself — 4  cents 
to  10  cents  each,  depending  on  size 
and  fragrance.  Then  there  are  the  pub- 
lisher charges.  Vogue,  for  instance,  de- 
mands $19,100  for  a  half -page  scented 
insert  and,  like  virtually  all  other 
magazines,  requires  the  perfume  com- 
pany to  purchase  a  full-page  ad  behind 
the  strip.  That  brings  the  total  for  the 
space  alone  to  $46,600. 

Meanwhile,  technology  marches 
on.  This  month  Webcraft,  which  sells 
around  $20  million  in  strips,  will 
launch  a  new  breed  of  cosmetic  sam- 


Palnck  McDonnell 
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pling:  strips  with  eye  shadows  and 
blushers  embedded  into  them  so  cus- 
tomers can  sample  colors.  And  out  in 
Hackensack,  N.J.,  the  Aromatic  Poly- 
mers division  of  Hydro-Optics,  Inc. 
has  created  Breath  Scents,  breath-acti- 
vated scented  strips.  Aromatic's 
President  Barry  Kay  claims  the  seven- 
month-old  product  is  "the  next  gen- 
eration" of  scented  strips. 
Smell  sells. 

Role  reversal:  Pop  steps  in 
as  mom;  mom  steps  out  as 
jock.  Which  is  why  you  see 
food  ads  in  Playboy  these 
days.  And  men  cooking 
and  cleaning  on  TV. 

Doing 
business 

with 
Mr.  Mom 


Males  may  still  feel  a  bit  uncom- 
fortable shopping  for  dishwasher 
detergent  and  oven  cleaner,  but  an 
increasing  number  have  little  choice. 
Thanks  to  late  marriages,  the  increase 
in  the  number  of  working  women  and 
a  higher  divorce  rate,  more  men  find 
themselves  in  a  shop-or-starve  situa- 
tion. Valarie  Zeithaml,  a  marketing 
professor  at  Texas  A&M  University, 
quotes  a  study  that  claims  42%  of  all 
food-shopping  dollars  are  spent  by 
male  customers. 

The  loss  to  the  workplace  of  so 
many  American  housewives — the 
best  friend  the  supermarket  market- 
ers have  ever  had — has  caused  much 
confusion.  Men,  for  one  thing,  don't 
shop  the  way  the  traditional  house- 
wife did.  "They  want  to  keep  things 
quick  and  simple,"  says  Zeithaml. 
"As  a  group,  men  plan  less  and  econo- 
mize less  than  women.  They  just 
aren't  geared  to  be  careful  shoppers." 

As  grab-it-and-throw-it-in-the-cart 
shoppers,  men  don't  respond  as  well 
to  conventional  marketing  tactics: 
Newspaper  and  magazine  advertising, 
coupons  and  price  promotions  aren't 
nearly  as  effective.  But  that  old  saw 
about  men  being  creatures  of  habit 
turns  out  to  be  true — as  shoppers  they 
are  brand  loyal,  sticking  with  prod- 
ucts they  know,  and  are  less  likely  to 


Doug  Taylor 


be  wooed  by  promotional  ploys  of 
competitive  products. 

So,  how  do  you  reach  them?  How 
do  you  change  their  minds?  Some 
marketers  are  changing  their  media 
buys.  Nestle  Inc.,  for  example,  and 
General  Foods'  Post  brand  have  re- 


Spoiler 

Now  why  would  Chrysler  go  all  out 
on  a  marketing  campaign  for  its 
new  $25,000  two-seat  Maserati  when 
the  car  isn't  due  for  another  16 
months  or  so?  Traditionally,  Detroit 
figures  that  publicizing  cars  you  don't 
have  costs  sales  of  those  you  do  have. 
But  with  Chrysler's  cooperation  the 
Maserati  got  big  play  in  Car  and  Driver 
and  Motor  Trend  magazines,  and  early 
this  month  Iacocca  is  unveiling  the 
shiny  mock-up  to  the  public.  Why  the 
atypical  advance  buildup?  Why  push 
something  you  can't  yet  sell? 

Simple:  If  you  don't  have  some- 
thing new,  try  to  spoil  the  other  fel- 

Chrysler's  $25,000  Maserati  import 
Bait  and  wait. 


cently  graced  the  pages  of  Esquire.  And 
a  two-page  spread  for  Le  Menu  frozen 
dinners,  a  product  of  Campbell  Soup's 
Swanson  division,  ran  in  Playboy's 
Christmas  issue. 

Watch  television.  Madison  Ave- 
nue's decision  to  market  directly  to 
male  supermarket  customers  is  most 
obvious  on  the  tube.  Commercials 
showing  men  cooking,  cleaning  and 
caring  for  children  are  commonplace. 
Just  ten  years  ago,  says  Alice  Gold- 
berg, a  senior  vice  president  at  D'Arcy 
Masius  Benton  &.  Bowles,  those  com- 
mercials would  have  been  laughed  at. 

One  example:  a  Campbell  Soup 
commercial  featuring  a  solicitous 
man  preparing  some  soup  for  a  runner 
just  back  from  her  daily  workout.  He 
tells  her  not  to  worry  about  finishing 
an  upcoming  10K  road  race  in  which 
she  is  entered.  "Finishing?"  she  re- 
sponds. "I'm  worried  about  winning." 

Double-barreled  message  there:  It 
tells  men  it's  okay  to  serve  women, 
and  it  pleases  feminists  by  showing 
the  woman  as  a  jock.  Talk  about  more 
bang  for  the  buck! — Ray  Goydon 


low's  play.  Chrysler's  two-seat  luxury 
convertible  (5,000  units  a  year,  zippy 
16-valve  engine  and  computerized 
brakes,  if  it  all  works)  comes  out  in 
the  spring  of  1987.  However,  rival 
Cadillac's  even  higher  priced  two- 
seater,  the  Allante,  will  be  on  sale  in 
the  fall,  some  six,  maybe  eight 
months  before  Chrysler's.  Lee  Iacocca 
figures  the  publicity  will  steal  a  little 
of  Cadillac's  thunder  and  make  it  look 
as  if  his  car  is  first,  even  when  it's  not. 
Does  this  work?  Nobody  knows,  but 
it  keeps  Chrysler's  name  in  front  of 
the  car  buffs.  There's  a  lot  of  show  biz 
in  the  auto  biz. — Jerry  Flint 


Ken  Osbum 
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Behind  the  Figures 


Edited  by  Harold  Seneker 


McBlimp 


Flrom  the  moment  22  years  ago 
when  he  first  gazed  at  a  Goodyear 
blimp  drifting  above  his  home  in  New 
York's  borough  of  Queens,  Louis  J. 
Pearlman  was  a  blimpnik.  At  16  he 
landed  a  summer  job  with  the  Good- 
year blimp's  Flushing  Airport  base 
crew.  "I  really  wanted  to  be  a  pilot," 
he  recalls.  "But  I  wore  glasses." 

After  college  Pearlman  ran  a  heli- 
copter service,  but  he  kept  dreaming. 
Finally,  he  went  public  last  June  as 
Airship  International  Ltd.,  and  now, 
at  31,  he  has  the  1 93-foot  McBlimp  and 
a  contract  with  McDonald's. 

There's  more,  fellow  fantasizers. 
The  units  in  Airship  International 
(one  share  and  one  warrant)  that  were 
floated  for  2  seven  months  ago  are 
currently  l5/s  for  the  warrant  and 
nearly  4 'A  for  the  stock.  Pearlman 's 
1.55  million  shares — 41%  of  the  com- 
pany— which  cost  him  a  $140,000  in- 
vestment to  start  with,  are  worth 


nearly  $7  million  on  paper. 

Still,  Pearlman's  dream  is  levitating 
precariously.  So  far,  he  has  one  blimp 
and  one  customer,  which  in  late  De- 
cember was  deciding  whether  to  ex- 
tend its  contract  into  1986.  McDon- 
ald's pays  Airship  $250,000  a  month 
to  fly  the  blimp  and  its  flashing  aerial 
sign  around  the  country.  Pearlman 
hopes  to  profit  from  royalties  on  give- 
aways of  McBlimp  paraphernalia  like  T 
shirts  and  buttons.  He  also  figures 
other  big  advertisers  will  want  to  try 
blimp  marketing. 

Will  new,  competing  blimps  heave 
into  view?  Pearlman  figures  it  won't 
be  soon.  "It  took  us  six  years  to  gain 
FAA  certification,"  he  says.  "We  have 
the  exclusive  North  American  mar- 
keting rights  for  that  aircraft,"  built 
by  a  West  German  outfit.  "Plus,"  he 
adds,  "licensed  pilots  and  ground 
crews  are  hard  to  find."  Especially 
after  Pearlman  recruited  half  his  18- 
man  crew  from  Goodyear,  where  by 
now  surely  they  remember  the  four- 
eyed  kid  from  Queens. — John  Merwin 


Troubleshooter 

W'llham  T.  McCormick,  41,  has  a 
tough  job:  new  president,  chief 
executive  and  peacemaker  at  Michi- 
gan's beleaguered  Consumers  Power 
Co.  Since  taking  over  Nov.  1,  he's 
done  the  easy  stuff:  prompted  the  res- 
ignations of  three  top  executives  and 
put  his  own  people  in,  and  authorized 
a  $350  million  (aftertax)  writedown 
on  the  company's  disastrous,  unfin- 
ished Midland  nuclear  plant. 

Now  comes  the  hard  part:  peace- 
maker. Previous  management  en- 
raged every  important  constituency: 
governor,  legislature,  Public  Service 
Commission,  media,  consumers, 
even  Midland-based  Dow  Chemical. 

Enraged?  When  McCormick,  barely 
arrived,  proposed  a  simple  feasibility 
study  to  see  what  could  be  done  with 
the  ruinous  Midland  plant,  the  Michi- 
gan Public  Service  Commission  angri- 
ly forbade  it.  That  plant,  halted  at 
85%  completion  after  fantastic  cost 
overruns,  is  now  an  albatross  that 
costs  Consumers  about  $10  million  a 
year  just  to  keep  in  mothballs — and 
$500  million  in  interest  on  the  associ- 
ated debt.  It  accounts  for  nearly  half 
the  utility's  $9  billion  in  assets.  Un- 
daunted, McCormick  lobbied  quietly 
around  the  up-in-arms  state  until 
light  dawned.  Observes  McCormick: 
"It  doesn't  take  a  genius"  to  figure  out 


Airship  International  Ltd.  !s  Louis  J.  Pearlman,  with  blimp 
A  dream  come  true,  $7  million  on  paper— but  only  one  contract. 
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David  Franklin 


Consumers  Power's  William  T.  McCormick 

Blessed  are  the  peacemakers,  for  they  may  someday  finish  a  power  plant. 


that  the  fate  of  Consumers  rests  with 
the  plant.  McCormick  favors  convert- 
ing to  a  gas  combined  cycle  power 
plant,  which  would  cost  an  estimated 
$1.3  billion. 

Now  McCormick  wants  a  new  rate 
boost  to  help  pay  for  Midland.  All  this 
is  playing  with  dynamite  in  the  super- 
suspicious  climate  he  inherited  in 
Michigan.  Ever  the  optimist,  McCor- 
mick observes:  "I'm  not  responsible 
for  the  mistakes  of  the  past.  There's  a 
natural  advantage,  coming  in  to  pick 
up  the  pieces." — Jan  Parr 


Market  merchandising 

After  seven  highly  successful  years 
iof  selling  insights  into  the  com- 
puter industry  for  cash,  Gideon 
Gartner  is  also  bartering  them  to  in- 
stitutional investors  for  brokerage 
commissions.  In  addition  to  the 
Gartner  Group,  the  165-person  intel- 
ligence-gathering firm  whose  main 


Hank  Morgan 


Gartner  Group 's  Gideon  Gartner 
Soft  competition,  soft  dollars. 


clients  are  the  computer  industry  and 
its  major  customers,  Gartner  now 
also  has  one-year-old  Gartner  Securi- 
ties Corp.,  a  broker-dealer.  Revenues 
of  Gartner  Group  are  at  $22  million 
and  growing  50%  a  year,  Gartner  says. 
Gartner  Securities  is  growing,  too, 
and  lately  has  been  flirting  with  the 
break-even  point. 

His  Wall  Street  edge?  "You  can't 
just  take  the  financials  and  extrapo- 
late," says  Gartner,  50,  critiquing  his 
putative  peers.  "Besides,  if  you  be- 
come successful  as  an  analyst,  you're 
drawn  into  the  selling  function, 
you're  given  more  companies  you 
don't  have  time  to  work  on,  and  you 
end  up  being  just  a  reporter  of  the 
companies'  party  line." 

Institutional  commissions  have 
been  negotiated  down  for  a  decade, 
Gartner  points  out,  making  things 
even  tougher  for  competitors.  In  that 
climate,  Gartner  figures  he  can  profit- 
ably offer  a  better  research  product. 

You  may  think  Gartner  is  a  wee  bit 
embarrassed  by  the  sell  recommenda- 
tion he  put  out  on  IBM  back  in  Octo- 
ber, just  before  the  stock  jumped  25 
points.  Not  a  bit,  he  says.  "We  only 
did  that  to  call  attention  to  our  con- 
viction that  IBM  will  perform  worse 
than  The  Street  expects — earnings  up 
10%  or  15%  in  1986,  not  25%,"  he 
says.  And  the  25  points?  That's  easy. 
"We're  fundamentalists,  not  market 
timers,"  he  sniffs. — H.S. 


Monopoly  nonprofits 

Richard  R.  Colino,  director  general 
of  the  International  Telecommu- 
nications Satellite  Organization 
(which  transmitted  Live  Aid  from 


London  and  probably  carried  your  last 
phone  conversation  to  Europe),  is  like 
any  monopolist:  vigilant  against  com- 
petition. Intelsat,  owned  by  110  gov- 
ernments or  their  agents,  has  two- 
thirds  of  the  world's  international 
communications  traffic  and  coexists 
easily  with  existing  undersea  cable 
systems.  But  trouble  looms.  Since  the 
U.S.  accounts  for  23%  of  the  traffic,  it 
also  contributes  23%  of  the  capital  of 
Washington,  D.C. -based  Intelsat;  nev- 
ertheless the  U.S.  wants  a  competi- 
tive market  and  has  the  clout  to  get  it. 
The  FCC  has  given  five  U.S.  compa- 
nies preliminary  approval  to  launch 
telecommunications  satellites. 

With  excess  capacity  already  on  his 
hands,  Colino,  an  American,  is  wor- 
ried. "Private  sector  competition  in 
telecommunications  is  an  alien  con- 
cept to  the  rest  of  the  world,"  he  says. 
"The  overwhelming  majority  of  our 
members  are  against  competition." 
He  argues  that  competitive  "cream- 
skimming"  on  heavily  used  routes 
would  force  up  other  prices,  now  "glo- 
bally averaged"  to  give  Third  World 
countries  a  break.  "We're  a  monopoly 
without  the  attributes  of  a  monopo- 
ly," he  maintains.  "We  are  set  up  as  a 
nonprofit  organization.  And  in  real 
dollars,  we  charge  5%  of  what  we  did 
when  we  started  in  1965." 

How  benevolent  this  monopoly  is 
to  heavy  users  is  another  question. 


Bill  Ballcnberg 


Intelsat  's  Richard  P..  Colino 


Guard  against  privateers. 
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Faces 

Behind  the  Figures 


Prices  arc  indeed  down  from  1965,  but 
they  have  hardly  budged  since  1981. 
And  "nonprofit"  Intelsat  pays  its 
members  a  fat  "compensation"  for 
use  of  their  invested  capital.  In  1984 
that  amounted  to  $208  million,  or 
over  half  Intelsat's  revenues — 14%  on 
investment.  No  wonder  the  member- 
ship is  opposed  to  competition.  Their 
lucrative  "nonprofit"  monopoly 
could  stand  some. — H.S. 


Pray  for  Marantz 

Joseph  S.  Tushinsky,  chairman  of 
Marantz  Co.,  Inc.,  is  long  on  hope, 
to  put  it  kindly.  The  Chatsworth,  Cal- 
if.-based  company  has  lost  money  six 
out  of  the  last  seven  years  with  its 
fading  consumer  electronics  brand. 
The  stock  has  dropped  from  40  in 
1976  to  a  recent  3%.  Yet  Tushinsky 
looks  for  sales  to  jump  to  $75  million 
this  year  from  last  year's  $50  million, 
and  nervily  predicts  black  ink. 

How?  Through  a  new  product  line 
for  the  so-called  step-up  market — 
"people  willing  to  pay  a  little  more  for 
quality,"  Tushinsky  explains.  Hardly 
original.  Marantz  will  have  to  elbow 
out  Toshiba,  RCA,  Panasonic  and 

Bill  Nation 


Marantz  Co.  's  Joseph  S.  Tushinsky 
Pearl  Harbor-ed? 


M  K*>hi 


Bogner  GmbH's  Willy  Bogner 

Gstaad?  Or  Sun  Valley?  Either  way,  you  can  spend  $3,500. 


many  other  full-line  suppliers  fight- 
ing for  the  same  customers. 

Tushinsky,  a  75 -year-old  who  once 
played  trumpet  under  Arturo  Tosca- 
nini,  has  been  through  the  mill  before. 
In  1979  Sony  Corp.  cut  off  its  exclu- 
sive U.S.  distribution  agreement  for 
tape  recorders  with  Tushinsky's  firm, 
then  called  Superscope.  Revenues  fell 
from  $154  million  to  $56  million  in  a 
year.  "We  were  Pearl  Harbor-ed,"  Tu- 
shinsky exclaims.  A  more  recent  di- 
saster: He  tried  to  rent  out  beta  VCRs 
at  video  stores  nationwide  but  is  now 
phasing  out  the  division  as  the  beta 
format  loses  ground  to  VHS. 

Tushinsky  hopes  to  recoup  by  sell- 
ing Marantz  products  through  Ameri- 
can Express'  pricey  direct-mail  net- 
work— 15%  of  his  sales  last  year.  He's 
also  pushing  a  new  audio-video  sys- 
tem in  a  custom-designed  mahogany 
cabinet  costing — you  want  to  talk 
step-ups? — $3,495.  Tushinsky  leans 
forward  and  says,  "Pray  for  us,  okay?" 
With  management  like  this,  divine 
intervention  may  be  the  shareholders' 
only  hope.— Howard  Gold 


Big  Bucks  Bogner 

W'  hen  it  comes  to  skiing,  there  are 
two  kinds  of  style,  and  only  one 
of  them  has  to  do  with  parallel  turns. 

pparel  sales  in  Europe  and  the 


U.S.  this  year  will  top  $1  billion,  up 
15%  from  1984,  with  the  biggest  gains 
at  the  gilt  end  of  the  market.  To  Willy 
Bogner,  a  former  Olympic  downhill 
skier  turned  fashion  mogul,  that 
means  just  one  thing:  If  people  will 
spend  $1,000  for  skis,  boots  and  bind- 
ings, they'll  pay  just  as  much  to  deck 
themselves  out  in  a  spangled  ski  suit. 
Bogner  figures  enough  rich  folks 
think  that  way,  so  his  West  German 
apparel  firm,  Willy  Bogner  GmbH,  is 
opening  a  chain  of  stores  in  the  U.S.  to 
see  if  he's  right. 

Bogner's  Munich-based  firm  (1984 
sales,  $120  million)  has  so  far  opened 
stores  in  New  York  City  and  San  Fran- 
cisco, and  aims  for  ten  more  in  the  next 
three  years.  Off-the-shelf  duds  begin  at 
$200  for  stretch  pants  or  $70  for  a 
sweater,  and  approach  $3,500  for  the 
full  panoply.  Bogner  expects  his  New 
York  City  store  alone  will  generate  $2 
million  in  sales  this  year,  with  rev- 
enues from  the  U.S.  approaching  $25 
million  annually  by  1987. 

Says  Bogner,  who  is  plainly  angling 
for  the  older  and  more  affluent  skier: 
"The  people  who  used  to  choose  be- 
tween two  weeks  in  Gstaad  and  two 
weeks  in  Sun  Valley  now  have  enough 
time  and  money  to  do  both.  Those 
people  will  buy  clothes  there  and 
more  here.  We'll  get  two  sales  instead 
of  one." — Stephen  Kindel 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 
NEW  ISSUE  December  16,  1985 

$524,683,826.53 

GM  AC  1985-A  Grantor  Trust 

8.45%  Asset  Backed  Certificates,  Series  1985-A 


General  Motors  Acceptance  Corporation 


Seller/Servicer  and  Limited  Guarantor 


Each  Certificate  will  represent  a  fractional  undivided  interest  in  the  GMAC  1985-A  Grantor 
Trust  (the  "Trust")  to  be  formed  by  General  Motors  Acceptance  Corporation  (the  "Com- 
pany"). The  Trust  property  will  include  a  pool  of  recently  originated  retail  instalment 
sale  contracts  secured  by  new  automobiles  and  light  trucks  (the  "Receivables"),  all 
monies  due  thereunder,  security  interests  in  the  vehicles  financed  thereby  and  the 
Company's  limited  guaranty  of  payments  under  the  Receivables.  The  aggre- 
gate amount  financed  under  the  Receivables  is  $524,683,826.53 .  The  final 
scheduled  payment  date  of  the  Certificates  is  December  15,  1990. 

The  Certificates  represent  interests  in  the  Trust  and  do  not  represent  aninterest.  in  or 
obligation  of  General  Motors  Acceptance  Corporation  or  any  affiliate  thereof, 
except  to  the  extent  of  the  limited  guaranty  described  in  the  Prospectus. 


Price  99.50%  Per  Certificate 

plus  accrued  interest  at  the  Pass  Through  Rate  from  December  1, 1985 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


Goldman,  Sachs  &  Co. 
Salomon  Brothers  Inc 
Bear,  Stearns  &  Co.  Inc. 
Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 

Prudential-Bache 

Securities 

Wertheim  &  Co.,  Inc 


Merrill  Lynch  Capital  Markets 


Alex.  Brown  &  Sons 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

Lazard  Freres  &  Co. 


Morgan  Stanley  &  Co. 

Incorporated 

Shearson  Lehman  Brothers  Inc. 
Dillon,  Read  &  Co.  Inc. 
E.  F.  Hutton  &  Company  Inc. 


L.  F.  Rothschild,  Unterberg,  Towbin 


PaineWebber 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dean  Witter  Reynolds  Inc. 


Taxing  Matters 


Edited  by  Geoffrey  Smith 


The  House  slipped  a  little  surprise  into  the 
tax  bill  that  raiders  wont  like  at  all. 


A  nasty  little 
time  bomb 


By  Laura  Saunders 


Overlooked  in  all  the  fretting 
about  the  Federal  Reserve's 
proposed  crackdown  on  junk 
bond  takeovers  is  a  nasty  little  time 
bomb  in  the  tax  bill.  Aimed  squarely 
at  T.  Boone  Pickens  and  his  breed  is  a 
provision  to  close  a  loophole  known 
to  a  generation  of  lawyers 
as  the  General  Utilities 
Doctrine.  Some  experts 
say  it  is  a  key  element  in 
half  of  all  mergers  and  ac- 
quisitions today. 

"If  this  passes  it  could 
raise  the  cost  of  many 
mergers  by  roughly  15% 
to    20%,"    says  James 
Burke,  head  of  Merrill 
Lynch's  mergers  and  ac- 
quisitions department. 

The  General  Utilities 
Doctrine  was  first  stat- 
ed in  a  1930s  court  case. 
A  good  many  lawyers 
believe  the  judge  mis- 
applied existing  law  in 
that  case,  but  never 
mind.  For  nearly  50 
years  it  has  meant  that 
liquidated  or  acquired 
companies — and  thus 
their  acquirers — don't 
have  to  write  up  to  mar- 
ket value  the  trees  or  oil  wells  or  land 
or  lathes  carried  on  the  books  at  his- 
torical cost.  The  acquirer,  however,  is 
free  to  use  that  higher  market  value  as 
his  new  depreciation  base,  getting  a 
nice  windfall  to  help  pay  for  his  pur- 
chase, courtesy  of  Uncle  Sam. 

"I  would  guess  that  half  the  compa- 
nies that  went  private  or  were  ac- 


quired in  the  last  year  relied  on  the 
government  to  finance  part  of  the  cost 
through  this  strategy,"  says  Gilbert 
Bloom,  a  partner  in  Peat  Marwick's 
Washington  office.- 

And  nobody  more  conspicuously 
than  T.  Boone  Pickens.  It  was  precise- 
ly the  doctrine  that  made  his  oil  royal- 
ty trusts,  and  more  recently  his  liqui- 


dation of  Mesa  Petroleum  into  a  part- 
nership, such  shrewd  moves  (see 
Forbes,  Oct.  7,  1985).  "His  business 
isn't  changing  at  all,"  says  Robert 
Willens,  tax  partner  at  Peat  Marwick. 
"Yet  Mesa's  getting  a  whole  new 
round  of  depletion  allowances  and  de- 
preciation from  the  government." 
To  be  sure,  it  isn't  an  entirely  free 


ride.  When  the  depreciation  basis  is 
stepped  up,  the  IRS  levies  recapture 
taxes  on  the  value  of  specific  past  tax 
benefits  like  accelerated  depreciation, 
the  investment  tax  credit  and  LIFO. 

For  companies  with  lots  of  recently 
purchased  equipment,  that  can  make 
a  writeup  prohibitively  expensive,  as 
with  Chevron  when  it  took  on  Gulf. 
But  for  others — like  the  older  indus- 
trial companies  so  dear  to  raiders' 
hearts,  or  service  companies  with 
many  intangibles  that  aren't  subject 
to  recapture  tax — the  penalty  has 
been  merely  a  minor  irritation  com- 
pared to  the  millions  in  taxes  saved. 

Overthrow  the  General  Utilities 
Doctrine,  however,  and  the  new  tax 
penalties  could  be  incredibly  stiff. 
Willens  estimates  they  could  have 
added  $500  million  to  the  cost  of  the 
$2.7  billion  Monsanto-G.D.  Searle 
merger.  The  only  way  to  avoid  such  a 
hit  would  be  to  forgo  the  writeup  of 
assets  and  operate  the  company  as  a 
going  concern  rather  than  as  a  piece  of 
merchandise. 

The  measure  comes  too  late  to  af- 
fect Pickens'  reorganization  of  Mesa. 

The  real  question  now  is 
whether  the  Senate  will 
change  the  bill's  effective 
dates:  Will  it  be  retroac- 
tive to  last  Nov.  20,  or  ef- 
fective on  enactment,  as 
the  President  demanded? 
If  Nov.  20  stands,  compa- 
nies trying  to  sneak  in  un- 
der the  wire  will  no  doubt 
exercise  political  pull  to 
be  grandfathered  in. 

Chances  of  passage  look 
very  good,  say  informed 
observers  on  Wall  Street 
and  in  Washington.  The 
Senate  had  already  tar- 
geted the  General  Utili- 
ties Doctrine  for  repeal 
later  this  year  in  its  Sub- 
chapter C  revisions.  The 
oil  and  gas  lobbies  sug- 
gested the  measure  as  a 
revenue  raiser  in  order 
to  protect  some  of  their 
own  tax  benefits — a 
clever  ploy,  since  it  would  protect 
them  from  raiders  as  well. 

Opposition  consists  mainly  of  a  few 
pin-striped  dealmakers  on  Wall 
Street.  Says  Burke,  "There's  no  natu- 
ral lobby  against  repeal  except  the 
mergers  and  acquisitions  department 
of  investment  banking  firms." 
The  party  may  be  over.  ■ 
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Opponents  of  the  current  system  of  utility 
taxation  may  not  be  fighting  the  battle  that 
they  really  want  to  win. 


Phantom  taxes  or 
phantom  issue? 


By  Richard  Greene 


OST   LARGE   COMPANIES  USe 

investment  tax  credits  and 
_  accelerated  depreciation  to 
!  get  interest-free  loans  from  Uncle 
;  Sam  that  show  up  as  deferred  taxes, 
i  But  when  utilities  do  it,  the  credits 
are  dubbed  "phantom  taxes"  by  crit- 
j  ics  and  the  utilities  get  into  hot  water. 

"I  certainly  don't  think  consumers 
>  should  be  paying  money  to  a  utility 
1  for  taxes  that  aren't  being  paid  to  the 
government,"  says  Richard  M.  Kessel, 
chairman  of  the  New  York  State  Con- 
sumer Protection  Board,  a  govern- 
ment agency.  "Consumers  should 
only  pay  for  power  they're  getting." 

Over  the  last  decade  a  series  of  bills 
have  been  brought  to  Congress  that 
would  make  Kessel  happy.  Currently 
alive  is  one  sponsored  by  Senator  Tom 
Harkin  (D-Iowa)  and  Representative 
Byron  Dorgan  (D-N.D.)  called  the 
Electric  Utility  Tax  Reform  Act  of 
1985.  It  would  permit  state  utility 
commissioners  to  order  utilities  to 
"flow  through"  their  tax  benefits  to 
customers  by  lowering  rates. 

Among  groups  supporting  the  Har- 
kin-Dorgan  bill  are  the  American  As- 
sociation of  Retired  Persons,  the 
United  Auto  Workers,  Friends  of  the 
Earth,  the  United  Methodist  Church, 
the  National  Taxpayers  Union  and 
the  Sierra  Club. 

Big  bucks  are  at  stake  here.  The 
Environmental  Action  Foundation,  a 
nonprofit  group  that  keeps  tabs  on 
utilities,  says  the  125  largest  publicly 
held  utilities  had  $41.5  billion  in  de- 
ferred taxes  at  the  end  of  1984.  And 
the  numbers  keep  growing.  In  1984 


those  utilities  had  a  record  $7.4  bil- 
lion in  federal  taxes  they  did  not  have 
to  pay  that  year.  Pacific  Gas  &  Elec- 
tric of  California  alone  accrued  some 
$526  million  in  1984  deferred  taxes; 
Commonwealth  Edison  of  Illinois, 
$402  million;  and  Alabama  Power 
Co.,  $234  million. 


spokesman  for  the  Alabama  Power 
Co.,  "but  I've  become  convinced  that 
they  really  understand,  and  distort 
the  facts  to  attack  privately  owned 
utilities." 

Crosby  and  other  utility  spokesmen 
point  out  that  deferred  taxes  are  not 
forgiven  taxes.  They  will  ultimately 
be  paid.  More  important,  investment 
tax  credits  and  accelerated  depreci- 
ation are  tax  benefits  Congress  put 
into  place  specifically  to  encourage 
capital  investment.  If  the  tax  credits 
are  flowed  through  to  ratepayers,  then 
utilities  will  eventually  be  forced  to 
borrow  the  money  they  need  for  up- 
keep of  current  plant  and  equipment 
and  for  new  building  projects. 

And  who  will  eventually  pay  the 
interest  charges  on  that  debt?  The 
consumer,  of  course. 

So  what's  the  real  issue  here?  Just 
this:  Proponents  of  this  bill  argue  that 
utilities  made  a  big  mistake  in  build- 
ing generating  capacity  over  the  last 
15  years  that  now  is  not  needed.  If  the 
tax  system  hadn't  encouraged  build- 
ing, then  they  wouldn't  have  made 
some  of  these  mistakes. 

As  Richard  E.  Morgan,  research 


Tempting  target 


There  is  no  question  that  the 
amounts  of  money  that  utilities 
accumulate  in  deferred  taxes  are 
enough  to  get  anyone's  attention. 
Below,  the  ten  publicly  held  utili- 
ties that,  according  to  the  Environ- 


mental Action  Foundation,  accu- 
mulated the  most  deferred  taxes  in 
1984.  Those  with  negative  figures 
under  "federal  income  taxes 
owed,"  of  course,  received  refunds 
in  1984. 


Utility  — 

Federal  income 
taxes  charged 
to  customers 

 1984  

Income  Deferred 
taxes  owed  taxes 
 (millions)  

Accumulated 
deferred 
taxes  and  credits 

Pacific  Gas  &  Electric 

$496.7 

-$28.9 

$525.5 

$969.2 

Southern  Calif  Edison  Co 

575.9 

140.5 

435.4 

399.0 

Commonwealth  Edison  (111) 

426.9 

25.4 

401.5 

2,135.7 

Alabama  Power  Co 

189.5 

-44.4 

233.8 

1,075.0 

Public  Service  Elec  &  Gas  Co  (NJ) 

255.3 

21.6 

233.7 

1,355.0 

Florida  Power  &  Light 

244.7 

38  3 

206.4 

1,630.8 

Philadelphia  Electric  Co 

203.9 

5.6 

198.3 

822.1 

Long  Island  Lighting  Co 

197.1 

16.2 

180.9 

283.4 

Houston  Lighting  &  Power  Co 

232  1 

55.5 

176.7 

1,033.7 

Pa  Power  &  Light  Co 

172.2 

0.4 

171.7 

497.9 

Source:  Reports  filed  by  individual  utilities  to  Federal  Energy'  Regulator)'  Commission 
as  compiled  by  the  Environmental  Action  Foundation. 

All  this  talk  of  forcing  utilities  to 
hand  that  kind  of  money  over  to  their 
ratepayers  makes  power  company  of- 
ficers blow  a  fuse.  "At  first  we 
thought  these  people  just  didn't  un- 
derstand what  they  were  talking 
about,"    says    Edward    Crosby,  a 


coordinator  for  the  Environmental 
Action  Foundation,  recently  wrote, 
"As  long  as  a  utility  keeps  growing,  it 
can  continue  to  postpone  paying  most 
or  all  of  its  federal  income  taxes  This 
powerful  growth  incentive  encour- 
ages utilities  to  rely  on  costly  central- 
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lzcd  generating  technologies  and  dis- 
courages them  from  pursuing  energy 
conservation  and  alternative  energy 
strategies." 

Aside  from  the  obvious  fact  that  no 
utility  would  have  risked  the  pain  of 
overcapacity  for  the  tax  goodies  avail- 
able, there's  another  contradiction  in 
that  statement:  What  possible  good 
could  come  from  putting  more  power 
into  the  hands  of  the  state  utility 


commissioners,  as  the  Harkin  bill  rec- 
ommends? Weren't  these  the  men 
and  women  who  approved  the  build- 
ing that  created  all  this  overcapacity 
in  the  first  place?  Fifteen  years  ago, 
when  the  utilities  were  assuming  that 
electricity  demand  would  be  growing 
at  7%  a  year,  you  didn't  hear  many 
commissioners  protesting. 

Besides,  if  you  want  to  stop  tax 
benefits  that  may  encourage  building, 


there's  a  more  direct  route,  one  which 
many  of  the  proponents  of  the  Harkir 
bill  are  also  pursuing.  Congress,  as 
part  of  the  big  tax  reform  package,  is 
thinking  of  doing  away  with  all  in 
vestment  tax  credits. 

But  then,  debating  the  pros  and 
cons  of  investment  tax  credits  might 
not  be  as  popular  an  issue  among  vot 
ers  as  the  promise  of  lower  utility 
rates — however  briefly.  ■ 


Numbers  Game 


Can  accountants  predict  the  future,  and 
who  would  believe  it  even  if  they  could? 
Plaintiffs'  lawyers,  that's  who. 

Auditing  the 
tea  leaves 


By  John  Hayes 


T|  oward  the  end  of  the  prospec- 
tus  for  Signature  VII  Ltd.,  an 
Indiana  limited  partnership  to 
invest  in  Midwest  motels,  is  Exhibit  B 
showing  the  cash  distributions,  tax 
savings  and  aftertax  returns  an  inves- 
tor may  expect  for  the  first  ten  years. 

Run  your  finger  across  the  numbers 
for  the  seventh  year,  and  you  see  that 
a  42% -bracket  investor  will  earn  a 
17.45%  aftertax  annual  return. 

Really?  None  of  the  tables  in  Exhib- 
it B  are  audited,  and  the  footnotes 
contain  a  regiment  of  caveats.  The 
first  footnote  warns  that  the  illustra- 
tion represents  "events  based  on  as- 
sumptions which  .  .  .  may  not  be  re- 
lied on  to  indicate  the  actual  results 
which  will  be  obtained."  The  second 
footnote:  "These  figures  should  not 
be  considered  projections.  They  are 
for  illustrative  purposes  only." 

Currently  there  is  no  federal  re- 
quirement that  such  discussions  of 
what  might  happen  in  the  future  be 
audited.  But  investors  rely  on  fore- 
casts, and  audited  figures  can  be  an 
important  sales  tool  in  any  offering. 
Issuers  want  that  certification.  Now, 
after  more  than  ten  years  of  work,  the 
Auditing  Standards  Board  has  com- 
pleted binding  guidelines  for  auditing 
"prospective  financial  information." 


mssm 


7/^ 


The  rules,  which  go  into 
effect  in  September,  are  sorely 
needed.  Were  Signature  VII  to  ask  an 
accountant  to  audit  its  numbers,  the 
new  standards  would  forbid  him  to, 
because  the  numbers  are  only  projec- 
tions based  on  hypotheses:  What  if  we 
rent  60%  of  the  rooms  our  first  year? 
What  if  we  charge  $40  a  night  and 
raise  that  5%  every  year?  What  if  we 
pay  13%  for  our  mortgage? 

Had  those  been  the  sponsor's  best 
estimate  of  actual  future  conditions, 
and  were  they  backed  by  supporting 
evidence  instead  of  mere  hypotheses, 
then  the  accountant  could  label  them 
forecasts  and  proceed  with  his  audit. 

But  not  if  they  are  projections.  Un- 
der the  new  rules,  projections  are  ac- 
ceptable only  when  interested  parties 


are  in  direct  contact.  But  investors 
can't  sit  down  with  management  and 
discuss  why  various  assumptions 
have  been  made. 

Of  course,  there  are  some  things  a 
prospectus  should  not  try  to  forecast: 
For  example,  what  accountant  could 
certify  predictions  of  the  future  earn- 
ings of  a  racehorse  in  syndication?  If 
you  could  do  that,  says  Ernst  &  Whin- 
ney's  George  Duva,  "you  should  get 
out  of  the  accounting  business  and  go 
into  the  horse-betting  business." 

Since  when  do  accountants  dictate 
how  a  prospectus  should  be  worded? 
Isn't  that  the  province  of  the  Securi- 
ties &  Exchange  Commission? 

Well,  yes.  In  fact,  the  SEC  has  been 
actively  encouraging  financial  fore- 
casts since  1979.  Few  companies  have 
responded  for  fear  of  lawsuits  if  the 
forecasts  turn  out  to  be  in  error 
(Forbes,  Oct.  21, 1985).  So  the  SEC  has 
yet  to  spell  out  how  the  information 
should  be  presented,  or  even  if  it 
should  be  audited. 

For  accountants  who  have  always 
clung  fiercely  to  historical  cost,  those 
rules  break  new  ground — "relatively 
dangerous  ground,"  worries  Dennis 
Beresford,  partner  at  Ernst  &  Whin- 
ney.  "But  this  is  something  investors 
want."  And  need. 

Will  auditor  liability  be  increased? 
Probably.  But  lawyers  feel  full  disclo- 
sure provides  substantial  protection 
for  sponsors  and  auditors  alike.  "If 
you've  ever  read  one  of  these  things," 
says  Jeffrey  Rubenstein  of  Sachnoff, 
Weaver  &  Rubenstein,  "it  says  every 
project  is  going  to  go  bankrupt,  and 
the  general  partner  is  going  to  steal  all 
the  money.  When  that  happens  the 
answer  is,  'We  told  you  so.'  " 

Forecast  auditing  is  just  a  first  step, 
says  Coopers  &.  Lybrand's  Jerry  Sulli- 
van, the  new  chairman  of  the  Audit- 
ing Standards  Board.  For  the  future, 
his  committee  will  consider  whether 
auditors  should  be  prepared  to  evalu- 
ate disclosure  of  significant  risks  an 
investor  may  face  in  buying  a  specific 
security.  ■ 
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On  the  Docket 


Financial  planners  wont  regulate  them 
selves,  but  others  will  be  happy  to. 

Planners 
without 
a  plan 


By  Richard  Greene 


No  license  is  required  to  prac- 
tice the  high-priced  art  of  fi- 
nancial planning.  All  you  have 
ito  do  is  call  yourself  a  planner,  and 
you're  in  business.  But  times  are 
(changing.  Now  many  of  those  who 
think  of  financial  planning  as  a  free 
i lunch  may  find  themselves  providing 
idinner  for  plaintiffs'  attorneys. 

"We've  seen  a  big  increase  in  litiga- 
tion against  financial  planners  in  the 
llast  six  months,"  says  Gary  L. 
SWilcher,  assistant  vice  president  for 
: Alexander  &  Alexander  of  Texas,  Inc. 
,A&A  should  know:  It's  the  nation's 
largest  broker  for  financial  planners' 
insurance — "errors  and  omissions" 
insurance,  to  the  trade. 

While  few  of  these  cases 
have  made  it  to  court,  it 
i  seems  clear  that  from  now 
3n  financial  planners  risk 
numerous   lawsuits  the 
minute  any  of  the  finan- 
cial markets  turn  sour. 
'People  don't  bring  law- 
suits when  they  make 
money,"  says  William  J. 
VIcSherry,  a  partner  with 
i  Spengler  Carlson  Gubar 
irodsky    &  Frischling. 
'But  when  they  lose,  they 
ook   for   anybody  who 
night  have  been  responsi- 
ble. The  financial  planner 
Is  often  the  only  person 
he  client  had  direct  con- 
act  with." 

Planners  are  likely  to  be 
iued  on  three  basic 
pounds,  says  Donald  G. 
Davis,  a  Los  Angeles- 
)ased  attorney:  conflict  of 
nterest — the  insurance 


salesman  who  puts  all  his  clients  into 
single  premium  deferred  annuities — 
"plain  old  negligence,  and  plain  old 
fraud."  Of  the  three,  the  one  to  keep 
an  eye  on  is  the  second.  Negligence 
assumes  a  standard  is  developing  for 
financial  planners.  So  the  mere  act  of 
calling  yourself  a  financial  planner 
may  soon  raise  your  legal  liability  to 
that  of  professionals  like  stock 
brokers — who,  of  course,  are  being 
sued  fairly  frequently. 

Right  now,  of  course,  there's  no  pre- 
cise definition  of  "financial  planner" 
on  the  books.  While  that  may  make  it 
more  difficult  for  a  plaintiff  to  prove 
malfeasance,  it  also  means  that  the 
courts  will  be  free  to  interpret  the  law 
in  any  way  they  see  fit.  This  can  hap- 
pen even  when  the  industry  itself  de- 


fines its  responsibilities  quite  precise- 
ly. Accountants,  for  example,  have 
long  thought  they  knew  where  their 
responsibilities  began  and  ended.  But 
in  the  last  few  years  the  courts  have 
repeatedly  surprised  the  profession 
with  their  own  interpretations. 

At  least  the  brokers  and  CPAs  are 
geneially  covered  with  errors  and 
omissions  insurance.  The  vast  major- 
ity of  the  50,000-plus  people  who  call 
themselves  financial  planners  have 
chosen  to  "go  bare,"  in  the  words  of 
the  insurance  trade.  That's  mighty 
risky  when  attorneys'  fees  alone  can 
run  $100  an  hour.  You  don't  actually 
have  to  do  anything  improper  to  be 
wiped  out  by  a  lawsuit;  you  just  have 
to  be  sued,  and  the  legal  expenses  will 
do  the  job. 

But  those  financial  planners  who  do 
try  to  get  errors  and  omissions  insur- 
ance may  find  it  difficult.  Alexander 
&  Alexander,  for  example,  refuses  to 
sell  insurance  to  any  financial  planner 
who  is  selling  only  one  product.  That 
includes  a  good  many  brokers  and  in- 
surance salesmen  who  have  added  a 
financial  planner's  title  to  their  own. 
It's  ironic  that  it's  just  those  people 
who  are  most  likely  to  be  hit  with 
conflict-of-interest  suits  who  have 
the  most  difficulty  protecting  them- 
selves with  insurance-. 

Now,  financial  planners  them- 
selves, through  the  IAFP,  are  trying  to 
set  up  a  system  for  accreditation  and 
self-policing.  Several  states  are  also 
considering  licensing  provisions.  But 
these  plans  take  time — 
and  more  often  than  not, 
when  licensing  comes  to  a 
profession,  individuals 
who  are  already  estab- 

,   lished    in    business  are 

grandfathered  in.  Western 
legislators  used  to  call 
these  "fencing  laws"  be- 
cause, whether  or  not  it 
was  the  original  intent, 
they  often  worked  to 
fence  in  those  who  got 
there  first,  making  it  hard- 
er for  others  to  get  in,  and 
thus  keeping  fees  high. 
Meanwhile,  if  the 
I  threat  of  litigation  scares 
away  some  of  the  "finan- 
cial planners"  who 
shouldn't  be,  this  could  be 
just  one  instance  in  which 
the  contingency  fee  law- 
yers really  earn  the  dollars 
they  siphon  off  from  the 
rest  of  society.  ■ 
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Streetwalker 


Last  years  "if  you  had  to  pick  just  one"  stocks  rose  nearly  50%. 
No  guarantees,  but  here  is  this  years . . . 


My  one  and  only 


By  Leslie  Pittel 


Each  year  Forbes  asks  some 
distinguished  analysts  to  pick 
one  stock  they  would  buy  if 
one  stock  was  all  that  was  permitted 
to  them  for  the  following  year.  "Time 
to  call  it  quits,"  said  Michael  Price, 


the  34-year-old  portfolio  manager  at 
Mutual  Shares,  a  New  York  City- 
based  mutual  fund,  on  hearing  that  he 
placed  first  among  our  ten  stock  pick- 
ers for  the  second  consecutive  year. 
His  winning  1985  choice  was  office 
equipment  maker  AM  International, 
up  109%. 


But  Price,  after  some  persuasion, 
agreed  to  give  it  another  shot.  His 
pick:  Mesa  Offshore  Trust  (NYSE, 
1%).  Spun  off  from  Mesa  Petroleum 
three  years  ago,  it  owns  the  royalty 
interest  in  ten  offshore  oil  and  gas 
properties  in  the  Gulf  of  Mexico.  Re- 
paying money  advanced  by  parent 
Mesa  Petroleum  has  drained  the  trust, 
says  Price,  but  this  debt  should  be 
paid  off  in  the  first  quarter  of  1986. 
Then  trustholders  will  get  royalty 
payments.  "They've  disappointed  ev- 
eryone so  far.  That's  why  I  like 
them,"  he  says. 

Money  manager  Barry  Ziskin,  presi- 
dent of  the  Z-Seven  Fund,  was  last 
year's  runnerup,  with  VF  Corp.  This 
apparel  manufacturer  ended  the  year 
up  96%. 

Nine  of  the  ten  selections  from  the 
1985  list  went  up.  (The  solitary  loser 
was  Coherent,  which  fell  13%.)  The 
list  gained  an  average  47%,  measured 
from  mid-December  to  mid-Decem- 
ber, vs.  30%  for  the  market.  The 
Forbes  pick-just-one  list  has  beat  the 
market  three  of  the  past  four  years — 
all  but  1984,  when  the  market  was  off. 
This  is  not  surprising,  considering 
that  our  contestants  tend  to  pick  risky 
stocks,  just  the  sort  that  outperform 
good  markets  and  fall  apart  during 
bad  ones. 

Third  place  on  the  1985  list  goes  to 
Susan  Byrne,  president  of  Westwood 
Management  in  New  York  City.  Her 
Torchmark,  an  insurance  and  finan- 
cial services  firm,  climbed  61%.  Shei- 
la Baird  of  M.  Kimelman  &  Co.,  a 
New  York  City  money  manager,  did 
57%  with  Cyclops,  a  specialty  steel 
manufacturer.  In  fifth  place  for  the 
third  year  in  a  row  is  Steven  Leuthold 
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Here  we  go  again 

Most  money  managers  don't  like  to  put  their  stake  on    five  new  players.  If  recent  history  is  a  guide,  then  these 
one  bet,  but  we  persuaded  these  daring  forecasters  to    somewhat  risky  selections  will  outperform  the  market 
name  one  stock  each  for  appreciation  in  1986.  Contes-    this  year  if  the  market  is  up.  But  if  the  market  is  down 
tants  include  the  top  five  performers  from  last  year  and    they  will  probably  look  terrible. 

Name 

Affiliation 

Stock 

Business 

Recent 
price 

Latest 
12  months 
EPS 

Tom  Bailey 

Janus  Fund 

Singapore  Airlines 

airline 

2 'A 

$0.19 

Sheila  Baird 

M  Kimelman  &  Co 

Micron  Technology 

semicond  memory  chips 

8'/g 

0.01 

Susan  Byrne 

Westwood  Management 

Orion  Pictures 

prod  &  distrib  movies,  TV 

m 

-0.52 

Jack  Kneafsey 

Prudential-Bache 

Tiger  Intl 

air  cargo 

75/s 

-5.76 

Hugh  Lamle 

MD  Sass 

Lockheed 

defense  contractors 

48  Vi 

5.79 

Steven  Leuthold 

Leuthold  Group 

Commodore  Intl 

personal  computers 

11 

-5.81 

Michael  Price 

Mutual  Shares 

Mesa  Offshore  Trust 

royalties  of  oil,  gas  properties 

1% 

NA 

John  Stewart 

Alliance  Capital 

FW  Woolworth 

retail 

59% 

5.12 

Dee  Taggart 

Shearson  Asset  Management 

General  Electric 

electrical  equipment 

71% 

5.12 

Barry  Ziskin 

Z-Seven  Fund 

Subaru  of  America 

Japanese  auto  importers 

155 

11.70 

of  Leuthold  Group,  a  Minneapolis 
money  manager,  with  IC  Industries. 
This  food  and  rail  conglomerate 
gained  44% . 

This  year's  pickers  are  the  five  best 
from  last  year,  plus  five  new  ones. 

Subaru  of  America  (o-t-c,  155)  is 
Barry  Ziskin's  pick.  An  importer  of 
autos  made  by  Fuji  Heavy  Industries 
in  Japan,  it  has  a  dazzling  five-year 
average  return  on  equity  of  49%. 
Hasn't  the  stock  already  risen  from 
the  equivalent  of  50  cents  a  share  in 
1975  to  the  current  155?  Yes,  says 
Ziskin,  but  relaxed  import  quotas  will 
enable  Subaru  to  earn  $18  for  the  fis- 
cal year  ending  October  1986,  up  from 
1985's  $12.50. 

Susan  Byrne  takes  Orion  Pictures 
(NYSE,  95/s),  a  producer  and  distribu- 
tor of  movies  and  TV  programs.  Its 
film  library  is  worth  $8  a  share,  ac- 
cording to  Byrne.  Although  Orion  is 
losing  money  this  fiscal  year,  Byrne  is 
counting  on  earnings  of  $1  to  $2  a 
share  from  the  proposed  syndication 
of  hit  TV  show  Cagney  &  Lacey,  begin- 
ning this  fall.  "Any  film  hits  would  be 
gravy,"  she  says. 

Sheila  Baird  anticipates  increased 
volume  in  computer  sales.  That 
would  help  Micron  Technology  (o-t-c, 
8Vs),  a  Boise,  Idaho  maker  of  low-cost 
memory  chips,  enough  for  this  mon- 
eyloser  to  be  in  the  black  again  this 
spring.  Antidumping  suits  against  the 
Japanese  may  help. 

Steven  Leuthold  says  Commodore 
International  (NYSE,  11)  will  be  a 
"high-tech  survivor,"  thanks  to  its 
new  Amiga,  a  personal  computer.  He 
concedes,  "Commodore  is  a  little  on 
the  raunchy  side." 

Pick-one  newcomer  Thomas  Bai- 


ley, president  of  Janus  Fund,  a  Forbes 
honor  roll  mutual  fund  based  in  Den- 
ver, picks  Singapore  Airlines  (London, 
IVa).  Although  not  yet  available  in 
American  Depositary  Receipts,  this 
stock  can  be  bought  overseas  through 
a  U.S.  broker.  Now  trading  at  a  price- 
to-earnings  multiple  of  10  based  on 


Huzzah 

Last  year's  stock  pickers  averaged  a 
47%  gain,  while  the  market  was  up 
only  30%.  The  one  loser,  laser- 
maker  Coherent  Inc.,  was  off  13%. 

Name/Stock 

%  change 

Michael  Price/ AM  Intl 

109.1% 

Barry  Ziskin/VF  Corp 

96.2 

Susan  Byrne/Torchmark 

60.8 

Sheila  Baird/Cyclops 

57.3 

Steven  Leuthold/IC  Industries 

44.1 

Francine  Bovich/AT&T 

33.1 

Michael  Metz/Adolph  Coors 

31.5 

James  Clark/Noland 

27.8 

Marty  Roher/Big  Three  Inds 

18.6 

Stephen  Leeb/Coherent 

-13.2 

estimated  1985  earnings,  it  controls 
40%  of  the  growing  Singapore  hub. 
"This  high-quality  airline  has  never 
lost  money,"  Bailey  says,  which  is 
more  than  he  could  say  for  most  U.S. 
airlines. 

Tiger  International  (NYSE,  7s/s)  is 
the  pick  of  Jack  Kneafsey,  an  analyst 
with  Prudential-Bache  in  Baltimore. 
Currently  an  air  cargo  carrier,  the 
company  may  sell  all  or  parts  of  the 


airline  by  spring.  Kneafsey  expects  Ti- 
ger management  to  use  the  company 
as  an  operating  shell  to  take  advan- 
tage of  $5 1 5  million  (or  $  1 7  a  share)  in 
tax-loss  carryforwards  and  $100  mil- 
lion in  investment  tax  credits.  "It  will 
be  a  completely  different  company, 
able  to  shelter  earnings  for  years," 
Kneafsey  says. 

Hugh  Lamle,  a  partner  at  M.D.  Sass 
Investor  Services,  a  New  York  City 
money  manager,  places  his  bets  on 
Lockheed  (NYSE,  48 'A),  whose  P/E  is 
a  low  8.3.  "Lockheed  has  very  sub- 
stantial, secure  programs  that  are  un- 
likely to  be  cut  back  in  the  event  of 
cuts  in  the  defense  budget,"  says 
Lamle.  He  says  tax  reform  won't  hurt 
the  stock. 

Dee  Taggart,  senior  vice  president 
at  Shearson  Asset  Management,  takes 
General  Electric  (NYSE,  717/8).  "The 
merger  with  RCA  Corp.  is  brilliant," 
says  Taggart.  "They  end  up  with  prod- 
uct lines  that  are  complementary." 
Nor  will  the  deal  be  much  of  a  threat 
to  stability  since  GE  has  a  rock-solid 
balance  sheet. 

John  Stewart,  a  portfolio  manager  at 
Equitable  Life  Assurance  subsidiary 
Alliance  Capital  Management  in  New 
York  City,  picks  retailer  F.W.  Wool- 
worth  (NYSE,  59%).  Woolworth  has 
increased  variety  store  sales  from  $73 
per  square  foot  in  1980  to  $92  in  1984 
by  closing  bad  stores  and  redesigning 
the  rest.  Stewart  calls  the  Kinney 
Shoe  division  "one  of  the  greatest 
growth  retailers  in  America."  Stewart 
predicts  earnings  of  $5.30  for  the  fis- 
cal year  ending  Jan.  31  and  $7  the 
following  year. 

Will  our  stock  pickers  be  winners 
again  this  year?  No  guarantees.  ■ 


W  As  an  AT&T  systems  technician,  I  know  service  isn't  just  a  job, 
it's  a  way  of  life. 

When  a  leading  Wall  Street  firm  caught  fire,  I  was  there  before  it 
was  even  out.  Our  team  worked  through  the  night  and  had  the 
systems  up  before  the  bell  rang  on  Wall  Street. 

We  worked  hard  all  night  for  one  reason. 

We  can  be  the  difference  between  a  customer's 
business  surviving  or  going  up  in  smoke. 

So  we  treat  all  our  service  calls  as  though  the  business  were  ours. 
Twenty-four  hours  a  day,  seven  days  a  week,  year  in,  year  out,  we're 
here  to  help.  Nearly  20,000  of  us,  the  most  experienced  service  force 
in  the  country.  Committed  to  the  same  basic  idea  about  service.  11 

To  find  out  more,  call  1 800  247-1212. 

Whether  it's  telephones,  information  or  network  systems,  long 
distance  services,  or  computers,  AT&T  is  the  right  choice. 


|a  AT&T 

=  The  right  choice 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


The  danger  of  moving  in  hyperdrive.  Tumbling  oil  prices 
and  interest  rates  are  pushing  up  stock  prices — almost  100 
points  on  the  Dow  industrials  in  the  last  two  weeks. 
During  the  same  time  the  market  capitalization  of  the 
Wilshire  index  increased  by  $107  billion — $17  billion  on 
just  the  final  day  of  the  period. 

Is  this  sustainable?  Of  course  not.  The  economic  out- 
look has  improved  and  analysts  have  tempered  their 
recent  cuts  in  1986  earnings  estimates,  but  prospects  for  a 


correction  increase  with  each  record-breaking  session. 

Consider  that  the  nearly  5,500  issues  that  make  up  the 
Wilshire  index  now  sell  at  14.6  times  latest  12-month 
earnings.  That  means  buyers  at  today's  prices  are  getting 
an  earnings  yield — the  reciprocal  of  the  P/E — of  only 
6.8%,  compared  with  9.5%  on  long-term  Treasury  bonds. 

Perhaps,  as  some  have  predicted,  the  Dow  will  flirt  with 
the  high  teens  later  in  the  year.  But  the  averages  won't 
continue  moving  upward  in  a  straight  line. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5001 

Dow  Jones 
industrials 

NYSE 
Composite 

Ames  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

6.4 

6.7 

7.9 

6.4 

3.2 

6.2 

in  last  52  weeks 

30.4 

32.3 

32.0 

29.1 

22.3 

36.4 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

6.5 

4.4 

6.5 

4.4 

5.5 

6.2 

3.7 

5.3 

6.4 

6.3 

6.7 

1.5 

in  last  52  weeks 

32.5 

35.5 

54.7 

36.5 

34.2 

37.1 

28.8 

48.7 

53.3 

36.4 

42.2 

21.5 

'Based  on  sales. 

*A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  12/16/85.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Aetion  Is 


Takeovers  add  to  a  sizzling  market.  The  5.2%  rise  in  the 
Wilshirc  index  during  the  last  two  weeks  was  broadly 
based.  But  merger  deals  and  battles  helped.  Leading  the 
7.3%  rise  in  consumer  durables  was  RCA,  with  a  27.3% 
gain,  following  the  electronics  and  entertainment  giant's 
agreement  to  be  acquired  by  General  Electric.  In  turn,  GE 
had  the  greatest  rise  (nearly  14%)  of  the  major  stocks  in 


the  capital  goods  sector. 

Falling  oil  prices  and  continued  doubts  about  Texaco 
gave  the  energy  group  a  1.6%  loss.  This  decline  would 
have  been  even  sharper  but  for  a  23%  rise  in  MidCon,  a 
diversified  gas  pipeliner  and  energy  company,  which  be- 
came a  target  of  a  partnership  between  Freeport- 
McMoRan  and  the  privately  owned  Wagner  &  Brown. 


/\y  Percent  change  in  last  52  weeks  "O-O 

Percent  change  in  last  two  weeks 

Capital  goods 

Consumer  durables 

Consumer  nondurables  and  services 

•  en  / 
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/ 

o 
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Energy 
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Raw  materials 
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Technology 

Transportation 

Utilities 
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What  The  Analysts  Think 


What  a  difference  a  year  makes.  Last  year  at  this  time  the 
estimated  P/E  for  the  Forbes  Sales  500  for  fiscal  year  1985 
was  7.8.  Since  then  the  Dow  has  jumped  over  375  points. 


Latest  IBES  projections  show  the  Forbes  500  selling  at  10.2 
estimated  earnings  for  the  new  fiscal  year  1986.  Estimates 
are  clearly  not  keeping  pace  with  the  rising  market. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$3.21 

13.6 

1985  estimates 

3.65 

12.0 

1986  estimates 

4.28 

10.2 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1985 
EPS  P/E 

%  change  in  1985  estimate 
in  2  weeks     in  4  weeks 

1 

Consumer  durables 

5.01 

9.5 

0.86 

0.66 

2 

Utilities 

3.46 

8.8 

0.35 

0.05 

3 

Finance 

3.07 

12.0 

-0.11 

-0.37 

4 

Consumer  nondurables 

2.32 

15.1 

-0.22 

-0.68 

5 

Energy 

3.42 

8.7 

-0.35 

-1.28 

6 

Capital  goods 

2.45 

15.0 

-0.45 

-2.05 

7 

Technology 

2.48 

16.3 

-0.61 

-2.36 

8 

Raw  materials 

1.67 

13.7 

-1.58 

-5.01 

9 

Transportation 

2.12 

13.7, 

-2.03 

-5.05 

Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts  Data  are  compiled  and  updated  continuously  by  the  Institutional  Brokers 
Estimate  System  |IBES|,  a  service  of  Lynch,  lones  &  Ryan,  a  New  York-based  brokerage  firm. 


'■"es,  Santa  Monica,  Calif.,  IBES,  a  service  of  Lynch,  Jones  &  Ryan,  New  York 
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I  An  investment  today  in  gold 

II  should  be  considered  as  a 
form  of  insurance.  Just  as  a  cen- 
Itral  banks  reserve  of  pure  gold 
(995  or  purer)  insures  the  wealth 
I  of  a  nation,  pure  gold  can  insure 
your  financial  security  and  inde- 
pendence in  the  future. 

An  insurance  policy,  how- 
lever,  is  only  as  good  as  what  or 
(who  stands  behind  it.  There- 
fore, when  insuring  your  wealth, 
[you  should  consider  the  advan- 
tages of  Gold  Maple  Leaf  coins 
from  Canada. 

Canada's  Gold  Maple  Leaf 
offers  many  advantages.  It  is 
recognized  throughout  the  world 
and  requires  no  costly  assay  at 
;resale  to  determine  its  purity. 
iAIso,  a  portion  of  the  premium 
iyou  pay  over  the  price  of  gold  is 


recovered  on  resale. 

The  Gold  Maple  Leaf  is  the 
purest  gold  bullion  coin  in  the 
world  -  9999  fine  gold.  It  con- 
tains no  base  metals,  which  only 
add  weight  and  no  real  value. 
Rather,  it  contains  only  pure 
Canadian  gold. 

The  Government  of  Canada 
produces  the  Gold  Maple  Leaf 
and  guarantees  its  gold  content 
and  purity.  This  guarantee  is 
embodied  in  the  symbol  of  the 
country  -  the  maple  leaf.  The 
Gold  Maple  Leaf  is  legal  tender 
in  a  country  well-known  for  its 
stability,  independence,  and 
freedom. 

The  value  of  your  financial 
insurance  policy  can  be  found  in 
the  financial  pages  throughout 
the  world.  The  price  of  the  Gold 


Maple  Leaf,  which  contains  a 
minimum  of  one  ounce  of  pure 
gold,  is  directly  related  to  the 
daily  price  of  gold. 

Therefore,  when  planning 
the  insurance  of  your  investment 
portfolio,  be  sure  to  consider  the 
advantages  of  Gold  Maple  Leaf 
coins.  After  all,  central  Banks 
demand  a  guarantee  of  source 
and  purity,  and  so  should  you. 


lA  Ounce    1  Ounce    '/io  Ounce 


Canada's  Gold  Maple  Leaf 

THERE  IS  NO  SUBSTTTUTE  FOR  PURITY. 

Call  800-331-1750  for  the  Gold  Maple  Leaf  Dealer  nearest  you. 
In  Nebraska  call  800-343-4300.  Ask  for  operator  #999. 

„  „  JUf  ^    Royal  Canadian  Monna.e  royale 

\_/clI  lcK-ld  rv\     Mini  canadienne 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities.  The  offering  is  made  only  by  the 
Offering  Circular.  These  Shares  have  not  been  approved  or  disapproved  by  the  Massachusetts  Commissioner  of  Banks,  the 
Co-operative  Central  Bank,  or  any  other  government  official  or  agency,  nor  has  the  Commissioner  or  any 
such  official  or  agency  passed  upon  the  accuracy  or  adequacy  of  the  Offering  Circular. 
Any  representation  to  the  contrary  is  unlawful 


NEW  ISSUE 


November  7,  1985 


748,076  Shares 


the  Quincy  cooperative  bank 


Common  Stock 


These  Shares  are  a  portion  of  the  1,541,000  shares  offered  in  connection  with  the  Bank's 
conversion  from  a  mutual  co-operative  bank  to  a  stock  co-operative  bank.  The 
remaining  792,924  shares  were  subscribed  for  through  a  subscription  offering. 

Price  $12  Per  Share 

Copies  of  the  Offering  Circular  may  be  obtained  in  any  State  in  which  this  announcement  is 
circulated  /rom  the  undersigned  where  they  may  legally  offer  these  securities  in  such  State. 

PaineWebber 

Incorporated 

This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities.  The  offering  is  made  only  by  the 
Offering  Circular.  These  shares  have  not  been  approved  or  disapproved  by  the  Banking  Commissioner  of  the  State  of  Connecticut 
or  the  Federal  Deposit  Insurance  Corporation,  nor  has  such  Commissioner  or  such  Corporation  passed  upon  the 
accuracy  or  adequacy  of  the  Offering  Circular.  Any  representation  to  the  contrary  is  unlawful. 


December  5,  1985 


P 


1,453,899  Shares 

Derby  Savings  Bank 

Common  Stock 


The  shares  constitute  a  portion  of  the  1 ,928,57 1  shares  of  common  stock,  par  value  $  1 .00,  to  be  issued  by  Derby 
Savings  Bank  upon  its  conversion  from  a  Connecticut  mutual  to  a  Connecticut  stock  savings  bank.  The  remaining 
474,672  shares  of  Stock  have  been  subscribed  for  by  certain  depositors  of  the  Bank  in  a  subscription  offering. 

Price  $14  Per  Share 

Copies  of  the  Offering  Circular  may  be  obtained  in  any  jurisdiction  in  which  this  announcement  is 
circulated  from  the  undersigned  where  they  may  legally  offer  these  securities  in  such  jurisdiction. 


PaineWebber 

Incorporated 


Capital  Markets 


MONEY  &  INVESTMENTS 

Do  9.4%  Treasury  bond  yields  disappoint 
you?  That  is  going  to  look  awfully  good 
before  1986 gets  very  old. 

BACK  TO 
THE  FUTURE 


By  Ben  Weberman 


The  speed  of  the  decline  in  bond 
yields  has  surprised  even  an  old  op- 
timist like  me.  So  what's  the  out- 
look now,  with  30-year  Treasurys 
yielding  only  9.4%  ?  The  best  advice 
I  know  is  not  to  fight  a  market  with 
a  head  of  steam  until  after  it  starts 
to  cool  off,  and  right  now  the  tem- 
perature is  superhot.  Yields  will  cer- 
tainly move  lower,  to  9%,  perhaps 
8.5%,  by  June  30.  The  economy  is 
sluggish,  and  central  bankers  don't 
like  that.  Anything  less  than  strong 
growth  without  inflation  disturbs 
them.  The  Fed  will  work  actively  to 
push  interest  rates  lower. 

Monetary  officials  are  puzzled 
about  why  the  sluggishness  is  so 
persistent.  For  example,  they  can't 
understand  why  residential  con- 
struction activity  isn't  stronger 
than  it  is,  since  mortgage  rates  have 
fallen  to  about  11%,  all  the  way 
from  about  18%  in  1981.  They  don't 
see  why  consumers  and  business- 
men are  not  spending  more.  To  get 
things  moving,  the  Fed  will  keep 
accommodating  all  demands  for 
credit,  though  this  may  result  in 
rapid  money  supply  growth. 

The  Fed  will  be  aided  by  natural 
forces  driving  rates  down.  Huge 
farm  crops  and  falling  energy  prices 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


will  keep  inflation  low  in  1986  and 
even  into  1987.  Recent  inflation 
rates — 3%  to  4% — will  come  down 
further  in  1986. 

Additional  cooling  of  inflation 
has  two  effects,  both  favorable  to 
the  bond  markets.  Price  stability 
gives  the  Fed  leeway  to  keep  easing 
rates.  It's  also  dramatic  evidence  to 
the  market  that  bond  yields  are  fall- 
ing because  the  inflation  compo- 
nent of  yields  is  being  stripped  out. 
Lenders  are  no  longer  demanding  as 
high  an  inflation  premium. 

Furthermore,  falling  oil  prices 
will  reinforce  the  Fed's  will  to  push 
down  rates.  Lower  interest  rates 
will  ease  the  debt-service  burden  in 
heavily  indebted  Third  World  coun- 
tries (including  oil  producers  Mexi- 
co, Nigeria  and  Indonesia). 

Whatever  you  think  of  the  long- 
term  effects  of  deficit-reduction  leg- 
islation such  as  Gramm-Rudman, 
clearly  it  is  also  a  powerful  motiva- 
tion to  the  Fed  to  keep  pushing  rates 
down.  If  federal  deficits  are  reduced 
and  federal  stimulation  of  the  econ- 
omy is  thus  reduced,  it  should  be 
offset  by  added  monetary  stimula- 
tion. Everything  the  Fed  can  do  to 
encourage  business  expansion  by 
getting  rates  down,  it  will  do. 

The  fixed-income  markets  would 
benefit  from  budget  deficit  reduc- 
tion for  other  reasons,  as  well.  De- 
mands on  the  credit  markets  will 
shrink  as  the  deficit  declines.  If,  for 
example,  the  deficit  for  fiscal  1986 
is  really  only  $185  billion,  down 
from  1985's  $211  billion,  the  gov- 
ernment will  need  $26  billion  less 
from  domestic  and  foreign  investors 
than  originally  expected.  That 
means  that  instead  of  increasing  the 
net  cash  generated  from  each  sale  of 
2-year,  3-year  and  other  maturity 


notes  and  bonds  out  to  the  longer 
30-year  bonds  by  $250  million  to 
$500  million,  the  government  will 
be  competing  less  aggressively  for 
money  with  the  private  sector. 

The  agreement  between  the  U.S. 
and  four  other  industrialized  na- 
tions last  September  to  drive  down 
the  dollar  will  also  do  its  part. 

It's  interesting  that  members  of 
the  Federal  Open  Market  Commit- 
tee see  similarities  between  condi- 
tions at  the  end  of  1985  and  near  the 
end  of  1982.  At  that  time  we  were 
still  in  a  recession.  But  stock  prices 
had  hit  bottom  in  the  fall  of  1982 
and  were  on  the  way  up.  The  bench- 
mark federal  funds  rate,  controlled 
by  the  Fed,  was  falling  from  nearly 
15%  to  under  9%.  Long-term  Trea- 
sury bonds,  which  paid  more  than 
13%  at  the  start  of  1982,  were  down 
to  nearly  10%  at  the  end. 

Result:  The  combination  of  a 
strong  stock  market  and  an  easy 
credit  market  convinced  business- 
men to  be  more  aggressive.  Despite 
the  recession,  they  increased  capital 
spending  and  built  inventories.  By 
the  end  of  the  first  quarter  of  1983 
real  GNP  shifted  from  negative 
growth  to  a  9%  annual  rate. 

It  was  remarkably  similar  in 
1985.  A  year  ago  30-year  bonds  were 
paying  11.33%.  The  return  two 
months  ago  was  only  10.43%.  That 
was  a  decline  of  almost  a  full  per- 
centage point,  yet  since  then  the 
same  long  bond  yields  went  all  the 
way  down  to  9.4% — another  per- 
centage point  in  only  two  months. 

All  this  means  savers  and  inves- 
tors should  stretch  out  the  maturity 
of  deposits  and  investments.  A  two- 
year  Treasury  note  pays  around  8%, 
a  seven-year  note  around  9%.  My 
recommendation  is  to  go  out  to  20 
years  to  get  the  highest  return, 
about  9.4%  now.  Lock  it  in.  That 
9.4%  will  look  high  a  year  hence. 

As  those  long-term  rates  fall  to 
8.5%,  look  for  the  rates  on  federal 
funds  and  three-month  Treasury 
bills  to  drop  to  about  6%.  Money 
market  funds  and  money  market 
deposit  accounts  were  down  to 
6.9%  late  in  the  year.  By  mid- 1986 
they  should  be  paying  hardly  more 
than  the  5.5%  available  today  on 
savings  accounts. 

If  that  sounds  impossible,  re- 
member that  it  was  not  until  1978 
that  bond  yields  rose  above  7%  for 
the  first  time  since  the  turn  of  the 
century.  Returns  of  4%  to  6%  were 
normal  not  too  many  years  ago.  We 
are  now  returning  to  those  rates.  ■ 


The  Big  Portfolios 


MONEY  &  INVESTMENTS 

Think  the  U.S.  is  in  a  great  new  bull 
market?  Then  listen  to  the  guru  of  global 
investing . . .  and  think  again. 

ROGERS'  RULES 


By  Susan  Lee 


When  Jim  Rogers  decided  to  invest 
in  Austria  two  years  ago,  he  went  to 
Creditanstalt,  the  largest  bank,  and 
said  he  wanted  to  buy  stock.  The 
bankers  thought  he  was  bonkers. 
Was  he  put  off?  Absolutely  not. 
"When  people  say  to  me,  'Why  do 
you  want  to  invest  here?'  I  know 
I'm  right,"  he  says. 

And  the  opposite  holds.  When 
Rogers  was  in  Thailand  last  year,  he 
was  welcomed  aboard  and  told  that 
lots  of  foreigners  were  investing  in 
Thailand.  Says  Rogers,  "Right  then 
I  didn't  want  to  invest  in  Thailand.  I 
don't  like  to  go  where  everybody 
else  is." 

His  strategy  pays.  Rogers  has 
been  doing  heavy-duty  foreign  in- 
vesting for  20  years  now.  While  he 
declines — with  becoming  mod- 
esty— to  reveal  his  performance  rec- 
ord, the  smart  money  reverentially 
refers  to  him  as  the  guru  of  global 
investing. 

Right  now  Rogers  is  bullish — 
very  bullish — about  foreign  invest- 
ment. Indeed,  he  thinks  that  every- 
body should  get  their  money  out  of 
the  country.  Why?  Chiefly  because 
he  predicts  that  the  U.S.  dollar  is 
going  to  fall— and  fall  a  lot— over 
the  next  five  years.  According  to 


Susan  Lee  is  a  senior  editor  of  Forbes 

magazine. 


Rogers,  the  dollar's  recent  decline 
has  squeezed  out  the  speculative 
premium,  so  the  coming  decline 
will  be  based  on  the  U.S.  fundamen- 
tals, and  they  look  grim. 

Why  grim?  Rogers  cites  the  mas- 
sive balance-of-payments  and  feder- 
al deficits.  He  also  thinks  a  junk 
bond  fiasco,  or  perhaps  some  other 
financial  disaster,  will  cause  a  panic 
flight  from  the  dollar.  Then,  he  says, 
"The  dollar  will  collapse,  collapse 
and  collapse,  and  even  people  like 
my  momma  will  call  and  say,  'How 
come  you  don't  get  my  money  out 
of  the  country?'  " 

But  by  then,  says  Rogers,  it  could 
be  too  late.  When  money  starts 
flying  out  of  the  country,  the  politi- 
cians will  start  blaming  malign 
forces,  like  international  specula- 
tors, and  they'll  impose  exchange 
controls.  "So,"  he  says,  "get  your 
money  out  now,  while  it's  honest 
and  legal." 

Rogers  likes  a  number  of  coun- 
tries. Certainly  West  Germany, 
where  he  would  sell  the  major  com- 
panies and  start  buying  the  smaller 
ones;  or,  as  he  says,  switch  from  the 
equivalent  of  the  New  York  Stock 
Exchange  to  the  equivalent  of  the 
American  Stock  Exchange.  He  fig- 
ures that  since  most  of  the  move- 
ment has  been  in  the  blue  chips  like 
Siemens,  Deutsche  Bank  and 
Daimler-Benz,  the  second-tier  com- 
panies will  be  next. 

Rogers  has  sold  his  German 
chemical  companies,  and  he's  been 
buying  German  consumer  firms;  for 
example,  he  likes  such  retailers  as 
Horten,  Kaufhof  and  Karstadt. 

He  also  thinks  that  the  Austrian 
stock  market — which  has  been  hav- 
ing the  boom  that  Rogers  predict- 
ed— will  be  good  for  a  while  longer, 


since  Austrians  have  to  leave  their 
money  in  the  stock  market  for  ten 
years  in  order  to  get  a  tax  break.  He 
mentions  two  companies  that 
haven't  participated  in  the  recent 
move  and  are  good  turnaround  can- 
didates: Steyr-Daimler-Puch,  which 
makes  various  vehicles,  and  Uni- 
versale, a  building  firm.  He  also 
likes  Creditanstalt.  (That's  the  larg- 
est bank,  where,  it's  safe  to  say,  they 
don't  think  Jim  Rogers  is  bonkers 
anymore.) 

But  with  most  of  the  world's 
stock  indexes  hitting  alltime  highs, 
there  are  many  countries  Rogers 
doesn't  like.  At  all.  Countries  that 
he  feels  are  topping  out  right  now: 
Japan,  where  stock  prices  are  in- 
credibly high — lots  of  companies 
are  selling  at  30-to-40  times  earn- 
ings— and  where  tiny,  tiny,  margin- 
al companies  are  selling  at  huge 
market  valuations.  More  danger 
signs  for  Rogers:  People  are  madly 
investing  in  concepts  and  dreams, 
such  as  biotechnology  companies. 

Ditto  for  the  British  market, 
which,  says  Rogers,  is  at  a  similar 
dizzy  stage.  Moreover,  if  the  price  of 
oil  collapses,  the  market  will  prob- 
ably go  down  with  it.  (Here,  Rogers 
is  short  Saatchi  &.  Saatchi,  the  big 
advertising  outfit.) 

Rogers  runs  his  own  money  and 
doesn't  like  to  be  in  print  as  a  stock 
picker,  but  he  doesn't  mind  offering 
some  advice.  Especially  on  when  to 
get  out.  Says  Rogers,  "There  always 
comes  a  time  when  a  market — and 
it  doesn't  matter  what  kind  of  mar- 
ket— has  a  wild,  speculative  blow- 
up. That's  the  time  to  sell  out." 

Several  years  ago,  for  example, 
the  Swedish  stock  market  was  hot. 
The  government  had  passed  some 
tax  incentives  to  encourage  people 
to  invest — and  they  did:  The 
number  of  Swedish  stockholders 
sextupled  in  four  years.  Sweden  got 
so  hot  that  85  big  American  institu- 
tional investors  attended  a  confer- 
ence in  Stockholm  on  how  to  invest 
in  Sweden.  When  that — plus  a 
change  in  the  fundamentals — hap- 
pened, says  Rogers,  "It  was  like 
ringing  a  bell  .  .  .  ding,  ding,  ding, 
it's  all  over  folks.  Time  to  sell  out  of 
Sweden."  Thus,  Rogers  started 
shorting  the  Swedish  market.  Peo- 
ple thought  he  had  gone  berserk,  but 
he  was  right.  The  market  swooned. 

What's  the  secret  of  Jim  Rogers' 
extraordinary  success?  No  secret  at 
all.  Just  the  realization  that,  as  he 
puts  it,  "greed  and  panic  have  hap- 
pened forever  and  always  will."  ■ 
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Advertise  in 
FORBES'  Financial 
Supplements 

FORBES  Financial  Ad- 
vertising Supplements 
offer  direct,  tangible  evi- 
dence of  the  impact  your 
advertising  message 
has  on  America's  most 
powerful  corporate, 
institutional  and  individ- 
ual investor  audience- 
the  readers  of  FORBES: 
Capitalist  Tool. 

Research  shows  supple- 
ment advertisers  gen- 
erate an  average  of  20% 
more  inquiries  from 
FORBES'  influential 
and  affluent  readers 
than  general  run-of- 
press  ads.  Moreover, 
better  than  60%  of  these 
respondents  hold  top  management  titles.  Why  do 
supplements  work? 


Schedule  your  campaign  in  FORBES' 
Financial  Advertising  Supplements 


1986 


Supplement 

Issue  Date 

Ad  Closing 

Equipment  Leasing 

March  24 

January  27 

&  Financing 

Corporate  Finance 

April  28 

March  3 

("500" 

Directory 

Special  Issue) 

Mergers  &  Acquisitions  I 

June  2 

April  7 

"Power  Investing"  - 

September  15 

July  21 

Investment  Opportunities 

("Mutual 

in  Utilities 

Funds" 

Special  Issue) 

Insurance  &  Employee 

October  20 

August  25 

Benefits 

Public  Finance 

November  17 

September  22 

Mergers  &  Acquisitions  II 

December  15 

October  20 

By  combining  advertis- 
ing with  supportive  text 
and  graphics  highlight- 
ing a  specific  financial 
topic,  supplements  focus 
FORBES  readers'  atten- 
tion on  your  message. 
Supplement  advertisers 
benefit  by:  •  Surround- 
ing your  message  with 
timely,  authoritative 
text.  •  Increasing  the 
rate  and  quality  of 
reader  response  through 
free  reply  card  listing 
and  800#  telephone  in- 
quiry service.  •  Earning 
merchandising  extras 
that  extend  the  value  of 
your  advertising  invest- 
ment. •  Positioning  your 
company  as  a  leader 
in  specific  financial 
markets.  •  Gaining  added  impact  and  visibility 
from  your  advertising  campaign  in  FORBES- 
the  leading  magazine  advertising  medium  for 
marketers  of  financial  services. 

Make  the  most  of  your  financial  campaign 
in  the  top  executive's  and  monied  investor's 
"Capitalist  Tool"  for  business  and  investment 
information.  Advertise  in  one  or  more  of 
FORBES'  Financial  Advertising  Supplements. 

Send  for  your  free  Financial  Supplements  infor- 
mation kit.  Contact  Arnold  J.  Prives,  Director  of 
Special  Projects,  Forbes  Magazine,  60  Fifth  Avenue, 
New  York,  NY  10011.  Tel:  (212)  620-2224. 

Forbes 

Capitalist  Tool 

Forbes  Magazine-60  Firth  Ave  .  N  Y  ,  N  Y  10011 


Stock  Trends 


MONEY  &  INVESTMENTS 


Why  be  hooked  on  what  the  "experts" 
think?  Become  your  own  expert. 

PREDICTION 
ADDICTION 


By  Ann  C.  Brown 


Welcome  to  the  annual  Oracle 
Bowl.  It's  that  time  of  year  when 
everyone  becomes  a  financial  fore- 
caster and  starts  muscling  in  on  my 
turf.  Right  now  a  record  number  of 
fortune-tellers  are  slugging  it  out  for 
prime  media  coverage  of  their  prog- 
nostications. "Interest  rates  are 
headed  up."  "Interest  rates  will 
fall."  "The  DJI  will  hit  2000!"  "The 
DJI  will  test  1100."  "Buy  chemi- 
cals." "Chemicals  are  dead  meat." 
Little  wonder  investors  are  unsure 
of  the  outlook  for  the  economy  and 
the  stock  market  at  the  beginning  of 
a  new  year.  And  why  probably  more 
bad  buy/sell  decisions  are  made  in 
January  than  in  any  other  month. 

If  you  are  a  crystal-ball  junkie  and 
are  hooked  on  what  the  "experts" 
think,  consider  kicking  the  habit 
and  getting  your  investment  highs 
from  your  own  ideas  and  observa- 
tions. For  example,  you  don't  need  a 
panel  of  Ph.D.s  in  international  eco- 
nomics to  tell  you  what  you  see 
today  on  store  shelves  and  in  show- 
rooms. The  gap  between  the  prices 
of  an  increasing  number  of  U.S.- 
made  goods  and  competing  lower- 
cost  foreign  products  has  begun  to 
narrow  because  of  the  decline  in  the 
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dollar.  While  this  may  boost  the 
profits  of  selected  domestic  corpora- 
tions, it  could  also  hype  the  overall 
inflation  rate.  What  is  gained  in 
earnings  could  be  lost  in  lowered 
multiples.  And  the  net  might  result 
in  relatively  flat  stock  valuations 
over  the  next  several  months. 

You  don't  have  to  consult  a  bat- 
tery of  technicians,  either,  to  con- 
clude that  (a)  most  of  the  well-rec- 
ognized stock  indexes  are  at  or  near 
their  alltime  highs;  (b)  most  of  them 
got  there  too  fast;  (c)  most  of  their 
components  are  likely  to  correct. 
The  exciting  opening  and  closing 
few  weeks  of  1985  bookended  an 
otherwise  dull  stock  market  year.  In 
1986  it  could  be  just  the  reverse. 
January  through  April  or  so  could  be 
slower — and  lower — as  profit-tak- 
ing (some  delayed  for  income  tax 
purposes)  makes  its  impact.  Both 
trading  volume  and  stock  prices 
could  head  higher  in  midyear  when 
congressional  electioneering  is  in 
full  swing  and  the  air  crackles  with 
economic  promises,  promises.  A 
postelection  letdown  is  possible  as 
Mr.  Reagan's  status  as  a  lame  duck 
becomes  more  pronounced  and  an 
increasing  number  of  key  Adminis- 
tration (and  Federal  Reserve?)  offi- 
cials resign  to  feather  their  own 
nests  in  the  private  sector. 

Your  own  common  sense  and 
healthy  skepticism  should  tell  you 
that,  when  all  is  said  and  done,  any 
tax  reform  will  turn  out  to  be  little 
more  than  a  tax  tradeoff  between 
individuals  and  corporations,  with 
an  artfully  disguised  don't-tell-any- 
body  revenue  increase  worked  in. 
As  for  deficit  reduction,  at  the  mo- 
ment it  looks  as  if  the  "fewer-guns, 
no-less-butter"  boys  are  winning. 
All  of  the  sacred-cow  social  welfare 


programs  seem  to  have  survived 
Capitol  Hill's  pruning  shears  essen- 
tially intact.  No  one  seriously  be- 
lieves the  budget  will  be  balanced 
by  1991.  The  real  world  is  such  that 
today  we  use  our  dollars  instead  of 
our  soldiers  to  defend  the  national 
interest.  The  price  of  lasting  peace 
at  home  and  abroad  is  everlasting 
debt  when  higher  taxes  are  an  unac- 
ceptable alternative. 

Now,  and  for  the  next  few  weeks, 
you  will  be  bombarded  by  stock  sug- 
gestions. Every  analyst  and  money 
manager  has  his  or  her  "little  list" 
of  favorites,  no-money-back  guaran- 
teed to  give  you  investment  suc- 
cess. A  number  of  these  ideas  have 
merit.  The  problem  is,  which  ones? 
Here  are  seven  quick  tips  that  could 
improve  the  odds  of  your  picking  a 
couple  of  prophesied  winners. 

1)  Exercise  care  when  buying 
stocks  selling  at  their  historic  highs 
or  lows.  Most  of  the  highs  will  back 
off  for  a  better  buying  opportunity, 
and  the  lows  are  better  bought  after 
they  have  started  up  again. 

2)  Beware  of  small,  obscure  o-t-c 
stocks.  They  are  super  when  they 
make  it,  but  the  risks  are  higher 
than  most  people  think.  The  major- 
ity of  these  companies  lack  the 
management  depth  and  the  capital 
necessary  to  turn  good  products  or 
services  into  great  ones. 

3)  Stay  away  from  most  stocks 
selling  under  $10  a  share.  These  is- 
sues generally  lack  the  research 
coverage  and  brokerage  house  spon- 
sorship needed  to  attract  meaning- 
ful buying  support — particularly 
among  the  institutions. 

4)  If  possible,  make  certain  that  at 
least  three  to  five  researchers  follow 
each  company  that  catches  your 
eye.  The  analysts  don't  all  have  to 
like  the  stock.  That  way  you  get 
both  sides  of  the  story. 

5)  Look  up  the  historic  P/E  ratios. 
Most  companies  tend  to  have  mul- 
tiples that  fluctuate  in  a  fairly  nar- 
row range.  When  the  P/E  ratio  is 
above  the  norm,  be  sure  it's  justi- 
fied. When  the  stock  is  selling  be- 
low its  average  multiple — and  there 
is  no  particular  reason  for  it — you 
may  get  an  extra  kicker. 

6)  Watch  for  underleveraged  com- 
panies, for  theirs  is  the  potential 
kingdom  of  mergers,  acquisitions, 
leveraged  buyouts,  stock  buyback 
programs  and  other  good  things. 

7)  Make  sure  the  expected  earn- 
ings increases  come  from  regular 
operations  and  not  from  one-shot 
accounting  changes.  ■ 
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FILIATED  PUBLICATIONS,  INC.  A 

Boston,  Dec.  5,  1985 — Affiliated  Publications,  Inc. 
rtEX-AFP)  announced  today  that  its  Board  of  Directors  has 
proved  a  three-for-two  stock  split,  effective  in  the  form  of 
30%  stock  dividend. 

William  0.  Taylor,  chairman  of  the  board,  said  the  stock 
lit  will  increase  the  number  of  outstanding  common 
ares  from  approximately  12,250,000  to  18,375,000,  rais- 
;  the  effective  trading  float  to  roughly  6,000,000  and 
:reby  improving  the  marketability  of  the  stock. 
The  stock  dividend  is  the  fourth  issued  since  Affiliated 
nt  public  in  1973.  It  will  be  payable  January  24,  1986  to 
areholders  of  record  on  December  27,  1985. 
Shareholders  who  would  otherwise  receive  a  half-share 

a  result  of  the  stock  dividend  will  receive  a  cash 
ttlement  based  on  the  fair  market  value  of  the  stock  on 
;  record  date,  adjusted  for  the  dividend. 
The  Directors  also  voted  to  raise  the  quarterly  dividend, 
justed  for  the  stock  split,  from  $.10  to  $.11  per  share  per 
arter,  payable  on  March  1,  1986  to  shareholders  of  record 

February  14,  1986. 

This  continues  an  unbroken  record  of  thirteen  consecu- 
e  yearly  dividend  increases  since  Affiliated's  formation. 
Issuance  of  the  new  stock  certificates  and  payment  of  the 
sh  dividend  will  be  handled  by  State  Street  Bank  and 
jst  Company,  Boston,  Massachusetts,  the  transfer  agent 
•  Affiliated. 

Affiliated  Publications  is  the  parent  company  of  Globe 
•wspaper  Company,  publisher  of  The  Boston  Globe. 
rough  its  wholly-owned  subsidiary,  Affiliated  Broadcast- 
g,  Inc.,  Affiliated  owns  and  operates  eight  radio  stations 
:ated  throughout  the  United  States. 
Affiliated  also  owns  45%  of  the  common  stock  of  McCaw 
immunications  Companies,  Inc.,  which  operates  cable 
evision,  radio  common  carrier  and  cellular  radio  tele- 
one  systems  in  eleven  states.  In  addition,  Affiliated, 
rough  its  joint  venture  with  McCaw,  operates  cable 
levision  systems  in  southern  Oregon. 
(Contact:  Daniel  Orr,  VP  of  Affiliated  Publications  at  135 
jrrissey  Blvd.,  Boston,  MA  02107  or  phone  (617)  929-3035.) 


\YCO  CORPORATION  N 
POSTS  SECOND  STRAIGHT  YEAR  OF  RECORD  SALES 

PALM  BEACH,  FL,  Dec.  9— Dayco  Corp.'s  (NYSE:  DAY) 
laudited  results  showed  1985  salesof  $905  million,  setting  a 
les  recordforthe  secondyear  in  a  row,  accordingto  Richard  J. 
cob,  Chairman  and  Chief  Executive  Officer  of  the  corpora- 
m. 

Earnings  of  approximately  $30  million  pre-tax  were  the 
urth  best  in  the  company's  history,  slightly  behind  last  year's 
12  million  figure. 

"We  were  forced  to  lower  some  prices  in  order  to 
aintain  our  market  share  against  foreign  competition," 
cob  said,  "but  overall,  I'm  extremely  pleased  with  our 
185  performance." 

Jacob  told  board  members  meeting  here  today  that 
;trnings  for  the  year  would  be  $1.63,  fully  diluted.  In 
mparison,  1984  earnings  results  were  $1.75.  Because  of 
e  conversion  of  the  6 Vi  percent  debentures  into  876,000 
lares  of  common  stock  in  the  middle  of  the  1984  fiscal 
ar  and  since  the  primary  earnings  are  calculated  with  a 
'eraged  figure  for  the  year,  comparison  of  the  primary 
irnings  per  share  is  less  meaningful  than  fully  diluted. 

After  a  slow  start  in  the  first  half  of  the  year — that  saw 
tremely  sluggish  economic  growth — Dayco  posted  a  14 
;rcent  net  earnings  increase  in  the  last  six  months  of 
seal  1985.  The  fourth  quarter's  sales  were  $236  million, 


compared  with  $242  million  in  1984.  Primary  and  fully 
diluted  earnings  for  the  quarter  were  88  cents  and  67  cents 
respectively,  compared  with  last  year's  figures  of  78  cents 
and  57  cents. 

As  a  result  of  management's  continued  emphasis  on 
inventory  reduction  and  manufacturing  efficiencies,  the 
fourth  quarter  net  earnings  were  increased  by  a  favorable 
LIFO  adjustment.  This  was  largely  off-set  by:  a  write-down 
for  obsolete  and  defunct  equipment;  a  provision  for  environ- 
mental clean-up  at  several  sites;  and  an  additional  reserve 
for  insurance  losses  outstanding. 

Colonial  Rubber  Works,  Cadillac  Plastic  and  Chemical 
Co.,  the  automotive  aftermarket  and  printing  products 
divisions  were  the  best  performers  in  1985  and  are  expected 
to  improve  again  in  1986.  The  rubber  products  division 
increased  both  sales  and  market  share  in  1985,  but 
earnings  were  softened  partly  because  of  lowered  margins 
aimed  at  fighting  foreign  competition.  The  international 
division  continued  to  be  hampered  by  a  strong  dollar 
throughout  fiscal  1985,  but  predictions  for  a  softening 
dollar  in  1986  should  improve  their  results. 

Allen  Industries  began  a  turnaround  performance,  with 
two  of  their  three  plants  profitable.  This  trend  is  expected  to 
continue  in  1986. 

"Prospects  for  1986  are  the  best  I've  seen  in  years," 
Jacob  told  the  directors.  He  said  economists  are  predicting  a 
3  percent  increase  in  the  GNP,  steady  or  slightly  lower 
interest  rates  and  mild  inflation.  He  said  employees  are 
continuing  to  increase  productivity  and  are  constantly 
utilizing  new  tools  to  help  them  improve  even  more.  "These 
are  excellent  signs,"  Jacob  said,  "and  with  the  momentum 
we've  built  in  the  last  six  months,  I'm  looking  for  1986  to  be 
a  super  year." 

Dayco  Corp.  manufactures  a  variety  of  highly  engineered 
original  equipment  and  replacement  parts  used  in  a  wide 
range  of  industries,  Dayco  is  331st  in  the  most  recent 
Fortune  500  list  of  the  nation's  largest  industrial  firms  and 
had  sales  of  $901  million  in  1984. 

DAYCO  INC.  RESULTS  (CONSOLIDATED,  UNAUDITED) 

12  Mos.  Ended  Oct  31  3  Mos.  Ended  Oct  31 


1985 

1984 

1985 

1984 

Net  sales  $905,000,000 

$901,120,000 

$236,100,000 

$241,600,000 

Earnings  before  income  29,600,000 

32.031.000 

12,916,000 

11.828.000 

lax 

Net  earnings  15,100,000 

16,065,000 

6,458.000 

5,519,000 

Earnings  per  common  share 

Primary  $2.04 

$235 

$.88 

$.78 

Fully  diluted  $1.63 

$1  75 

$.67 

$.57 

Earnings  per  share  for  1985  are  calculated  on  7,362,000  average  shares  for  primary  and 
10.427.000  lor  fully  diluted  Earnings  per  share  for  1984  were  calculated  on  6,784,000  average 
shares  for  primary  and  10,349.000  for  fully  diluted 

(Contact:  Thomas  E.  Ryan,  Vice  President-Corporate 
Communications  of  Dayco  Corporation,  333  West  First 
Street,  Dayton,  OH  45402.  Phone  (513)  226-5929.) 


DYCOM  INDUSTRIES  INC.  0 

WEST  PALM  BEACH,  FL.,  Nov.  25—  Dycom  Industries  Inc. 
(NASDAQ:  DYCO)  today  reported  for  the  quarter  ended  Oct. 
31,  1985  gross  revenues  of  $10,886,901,  an  80  percent 
increase  over  revenues  of  $6,033,035  for  the  comparable 
period  last  year 

Net  income  was  $432,263,  up  69  percent  from  last  year's 
amount  of  $255,704.  Earnings  per  share  were  27  cents 
compared  to  16  cents  last  year. 

(Contact:  Thomas  R.  Pledger,  President,  Dycom  Industries 
Inc.,  450  Australia  Ave.  S,  West  Palm  Beach,  FL  33401. 
Phone  (305)  659-6301.) 
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Special  because  publicly- 
held  corporations  can  reach 
America's  most  important  in- 
vestors by  using  Corporate  Re- 
port Updates  in  Forbes. 

Appearing  once  each 
month,  Corporate  Report  Up- 
dates enables  companies  to 
announce  important  develop- 
ments to  the  astute  investors 
who  read  Forbes.  Moreover,  for 
added  impact,  this  Forbes 
advertising  service  is  posi- 
tioned in  the  popular  "Money 
and  Investments"  section  of  the 
magazine. 

Forbes  has  720,000  subscrib- 
ers and  a  total  readership  of 
over  two  and  a  half  million. 
88%  of  Forbes'  subscribers  own 
corporate  stock,  with  aver- 
age holdings  exceeding 
$551,000.  Over  half  are  in- 
volved with  helping  others 
make  investment  decisions. 

Corporate  Report 
Updates  in  Forbes  is  an  ad- 
vertising investment  your  com- 
pany can  profit  from. 

Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York,  NY  10011 

Phone:  (212)  620-2371 
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GROWTH  FUND  GUIDE  is  a  service  that  tells 
you  what  it  thinks  and  why.  No  doubletalk. 

CURRENT  ISSUE  contains  24  pages  of  forecasts, 
ratings,  charts,  risk  ratios  &  strength  studies  on 
what  are  believed  to  be  the  nation's  top  NO-LOAD 
(no  broker  fee)  funds.  Aggressive,  Growth,  Quality, 
Cash  Haven  and  Special  Situation  Funds  (gold, 
mergers,  instant  switch  funds)  are  all  covered. 
See  which  NO-LOADS  are  now  leading  the 
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EP  DECLARES 

60-CENT 
DISTRIBUTION 


Enserch  Exploration  Partners, 
Ltd.,  on  December  6,  1985, 
declared  a  quarterly  cash  dis- 
tribution of  60  cents  per  unit, 
payable  January  3,  1986,  to 
unitholders  of  record  December 
16,  1985.  Enserch  Exploration 
Partners,  Ltd.  (NYSE-EP),  a 
Texas  limited  partnership,  con- 
ducts substantially  all  the  do- 
mestic oil  and  gas  operations 
of  ENSERCH  Corporation 
(NYSE-ENS). 

For  additional  information,  please  write 
to  Ben/amm  A.  Brown.  Vice  President. 
Financial  Relations.  Dept  B.  ENSERCH 
Center.  Box  999.  Dallas.  Texas  75221. 

ENSERCH 
EXPLORATION 

PARTNERS.  LTD. 
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By  Srully  Blotnick 


It's  a  loser's  game,  yet  millions  of  people 
across  the  country  eagerly  play  it.  Why? 

THE  LURE  OF 
THE  LOTTERY 


identified  anywhere  as  losers.  Also, 
in  many  cases  the  money  came  to 
them  as  cash,  thanks  to  the  under- 
ground economy  in  which  they 
work  or  moonlight.  When  people 
earn  money  "off  the  books,"  I  have 
found  that  they  are  more  inclined  to 
gamble  with — rather  than  invest — 
it.  Investing  leaves  a  paper  trail  (pur- 
chase and  sales  confirmations,  can- 
celed checks  and  stockholder  rec- 
ords) that  people  evading  taxes  seek 
to  avoid.  An  even  larger  number  are 
more  worried  about  their  spouses 
than  they  are  about  the  IRS.  A  typi- 
cal comment,  "I'll  tell  her  [him) 
about  the  ten  tickets  I  just  bought — 
but  only  if  I  win." 

Interestingly,  and  for  many  peo- 
ple I  have  surveyed,  the  most  secret- 
ly alluring  feature  of  the  lottery  is  a 
chance  for  celebrity  status.  If  you 
triple  your  money  in  the  stock  mar- 
ket, how  many  people  know  about 
it?  But  if  you  win  the  lottery,  you 
end  up  on  TV.  Local  newspaper  re- 
porters will  want  to  hear  your  life 
story.  We  know  from  the  comments 
of  people  who  have  actually  won  a 
large  lottery  that  the  number  of 
"distant  relatives"  and  other  nui- 
sances that  suddenly  spring  up 
make  reality  no  match  for  the  fanta- 
sy. But  the  fantasy  persists  power- 
fully. As  a  shipping  clerk,  buying 
three  tickets  at  a  grocery  store,  told 
me:  "If  I  win,  I  want  all  that  lights, 
camera,  action'  stuff.  I  want  every- 
one to  see  that  I  didn't  become  a 
bum  after  all."  It's  no  accident  that 
the  people  most  likely  to  buy  a  tick- 
et are  the  ones  who  find  their  work 
dull  and  uninspiring.  The  ticket 
adds  a  touch  of  excitement  to  a  day 
they  find  a  bit  too  routine. 

If  a  headache  remedy  worked  for 
only  one  person  in  a  million,  and 


Why  do  people  play  the  lottery 
when  they  know  the  odds  are 
stacked  against  them?  Some  of  the 
reasons  are  obvious.  Big  stakes,  for 
example.  "Wow,  think  what  I  could 
do  with  $40  million,"  is  a  typical 
explanation.  Second,  tickets  are 
cheap,  and  can  be  bought  on  many 
street  comers,  at  magazine  stands 
or  in  drugstores  and  luncheonettes. 

However,  there  are  more  subtle 
attractions,  too.  My  surveys  show 
that  one  reason  lotteries  are  becom- 
ing increasingly  popular  is  that  no 
disclosure  is  required.  There  are  no 
forms  to  fill  out.  The  buyer  is  able 
to  remain  anonymous.  That  is  more 
of  a  plus  than  it  seems,  since  nearly 
37%  of  those  I  surveyed  who  buy 
tickets  (even  though  these  lotteries 
are  legal)  still  think  there  is  some- 
thing wrong  with  spending  their 
money  this  way.  Even  more  reveal- 
ing, 43%  of  those  who  now  play 
regularly  told  me  they  wouldn't  if 
giving  their  name  and  Social  Securi- 
ty number  were  required. 

Why  the  concern  with  secrecy? 
Because  most  people  know  they 
will  lose,  and  they  don't  want  to  be 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 
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that  person  were  featured  in  the 
manufacturer's  ads,  the  FDA  and 
FTC  would  have  a  fit.  Fairness 
would  require  some  footage  about 
the  people  still  suffering.  Makers  of 
good  war  movies  always  do  this,  and 
rightly  so.  For  every  celebratory  im- 
age of  a  handful  of  men  raising  the 
flag  on  Iwo  Jima,  there  is  another  of 
Arlington  National  Cemetery,  say, 
to  remind  the  viewer  of  the  vast 
number  of  participants  who  never 
made  it.  But  lotteries  are  not  re- 
quired to  state  on  their  tickets  that 
the  product  may  be  bad  for  your 
financial  health. 

Someone  might  reply:  "So  what? 
Lotteries  victimize  the  poor,  and 
the  stock  market  rips  off  the  middle 
class — it's  six  of  one  and  a  half-doz- 
en of  the  other."  But  it  isn't.  People 
do  indeed  lose  money  in  the  market, 
but  the  key  point  is  that  the  odds  of 
doing  so  are  much  lower,  the 
chances  of  coming  out  ahead  are 
much  higher,  and  "wipeouts"  occur 
enormously  less  often. 

So,  why  don't  more  people  play 
the  market  and  fewer  the  lotteries? 
Investing  in  the  stock  market  re- 
quires a  much  larger  "entrance  fee." 
In  fact,  middle-income  individuals  I 
have  surveyed  who  have  never 
bought  any  stocks  give  as  their  rea- 
son that  "it  is  too  hard  to  come  up 
with  $2,000,"  the  minimum  pur- 
chase most  feel  they  should  make. 

A  lottery  ticket,  by  contrast,  is 
almost  an  "impulse  purchase."  Be- 
sides, buying  a  stock  is,  relatively 
speaking,  far  more  difficult.  To  be- 
gin with,  you  have  to  find  a  broker 
and  establish  a  relationship.  Even  if 
you  have  already  done  that,  you  still 
have  to  assess  current  market  con- 
ditions, choose  a  stock,  call  and 
make  the  transaction  and,  finally, 
deliver  your  check  or  securities  on 
time.  As  many  investors  are  aware, 
especially  those  who  failed  to  make 
a  transaction  they  should  have  (for 
instance,  because  they  were  out  of 
town),  it  can  be  a  complicated  pro- 
cess. And  lotteries  have  a  known 
payoff  date,  while  investors,  on  the 
other  hand,  have  a  difficult  time 
deciding  when  to  sell.  No  signal 
tells  them  that  "time  is  up"  for 
their  particular  investment. 

If  stockbrokers  could  mobilize 
the  billions  that  go  to  lotteries  and 
other  forms  of  petty  gambling,  their 
retail  business  would  get  a  sizable 
boost.  But  they  can't.  The  two 
forms  of  gambling  are  entirely  dif- 
ferent, require  different  approaches 
and  attract  different  audiences.  ■ 
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MONEY  &  INVESTMENTS 


To  make  real  money  in  this  bull  market, 
you  11  have  to  throw  away  the  rules  that 
have  worked  well  for  20  years. 

THE  DAY  THE 
RULES  CHANGED 


"A  Fine  Balance  of  Northern  and  Southern  Italian! 
Specialties  .  .  .  Polisheo  and  Sophisticated." 


By  David  Dreman 


For  almost  two  decades  the  Dow 
traded  between  1050  on  the  high 
side  and  about  600  on  the  low  side; 
the  S&P's  between  140  and  60.  The 
winning  strategy  was  simple:  Buy  as 
the  market  approached  the  lower 
levels;  sell  when  it  scraped  the  top 
of  the  range. 

But  now  the  market  has  burst 
right  out  the  top  of  that  long  range. 
The  old  trading  range  has  been  ut- 
terly violated.  Time,  therefore,  for  a 
different  strategy,  a  bull  market 
strategy.  For  the  most  part,  the  cur- 
rent generation  of  investors  has 
never  seen  a  bull  market.  The  last 
one — for  the  16  years  ended  in 
1965 — carried  stocks  up  fifteenfold, 
including  dividends.  For  the  next  16 
years  the  market  hit  a  brick  wall. 

Like  generals  used  to  static  war- 
fare, most  investors,  conditioned  by 
that  experience,  have  a  mind-set 
that  says  movements  beyond  the 
1965  peak  can't  hold.  So  when  the 
previous  high  was  shattered  in 
1982,  there  were  nervous  stomachs 
all  over  the  lot.  After  all,  almost  two 
decades  showed  that  if  rules  were 
stretched  temporarily,  disaster 
would  almost  certainly  follow. 

David  Dreman  is  managing  director  of 
Dreman  &  Emhry,  Investment  Counsel,  New 
York,  and  author  of  The  New  Contrarian 

Investment  Strategy-. 


Call  it  fear  of  heights.  The  same 
fear  gripped  people  in  1954,  when 
the  1929  high  was  finally  broken. 
Although  it  was  25  years  later  and 
conditions  had  changed  dramatical- 
ly, alarm  bells  triggered  by  the  1929 
experience  warned  that  a  crash  was 
imminent.  Instead,  the  market  tri- 
pled from  the  1929  high. 

Investors'  reactions  do  not 
change.  Again,  as  in  the  early  Fif- 
ties, each  time  the  averages  broke  to 
new  high  ground  then  backed  and 
filled  for  a  while,  most  people 
thought  it  was  all  over.  When  the 
Dow  reached  1100,  1200  and  1300, 
every  mild  reaction  led  individuals 
and  pros  alike  to  stampede  to  the 
exits.  The  moderate  downturn  in 
the  third  quarter  of  1985  and  the 
dramatic  comeback  in  the  fourth  is 
just  the  latest  example. 

As  I  have  written  in  this  column 
for  close  to  six  years,  fundamentals 
clearly  lead  me  to  believe  we  are  in 
a  major  bull  market.  This  is  no  time 
to  move  toward  the  exit.  Bull  mar- 
kets are  few  and  far  between.  In  fact, 
only  a  few  have  occurred  in  the  cen- 
tury. But  when  they  do,  the  big 
bucks  in  stocks  are  made. 

History  provides  some  useful 
pointers.  First,  as  markets  move  fur- 
ther and  further  above  the  records 
set  decades  ago,  investors  slowly 
grow  accustomed  to  these  new  lev- 
els: The  old  highs  become  less  im- 
portant, and  increasingly  greater  at- 
tention is  riveted  on  the  strong  up- 
ward movement  of  the  new  bull.  At 
some  point  a  major  shift  in  invest- 
ment sentiment  occurs,  and  past 
standards  are  blown  away  entirely. 
The  market  no  longer  seems  dan- 
gerously high;  rather,  its  strength 
and  breadth  indicate  it  should  con- 
tinue to  move  up.  Such  shifts  away 


from  caution  are  normally  accom- 
panied by  unusually  sharp  rallies. 

Of  course,  bull  markets  have  nev- 
er been  one-way  streets.  Rising  mar- 
kets are  inevitably  accompanied  by 
stomach-wrenching  corrections,  of- 
ten as  much  as  15%  or  20%.  These 
breaks  hurt.  A  20%  correction  in 
the  Fifties  on  a  500-point  Dow  was 
100  points.  On  today's  Dow  it's  300. 
Same  percentage  but  one  heck  of  a 
psychological  difference.  Not  many 
of  the  current  break-dancing  breed 
of  market  timers  will  be  standing 
after  a  shakeout  of  this  magnitude. 
Markets  doubled  after  such  correc- 
tions and,  in  my  opinion,  funda- 
mentals being  strong,  could  certain- 
ly do  so  again. 

Here  are  some  stocks  that  still 
offer  good  value  in  spite  of  the  mar- 
ket's sharp  rise. 

Judging  by  the  P/E  ratios  accorded 
Chrysler  (46)  and  Ford  (58),  investors 

i  are  paying  their  last  respects  to  the 
U.S.  auto  industry.  Looking  at  fun- 
damentals, it's  hard  to  see  why. 
Both  companies  have  had  excellent 

>  income  over  the  last  few  years  and 
earnings  should  be  strong  again  in 

1  1986.  With  fuel  costs  down  below 

i  pre-energy  crisis  levels  when  adjust- 
ed for  increased  mileage  and  infla- 

:  tion,  consumer  preference  is  shift- 
ing to  larger,  fully  loaded  cars  where 

■  the  biggest  margins  are. 

Cash-rich  Ford  (58)  is  buying 
back  15%  of  its  common  and  may 

i  make  further  purchases.  Ford  trades 

1  at  a  PE  ratio  of  4  and  yields  4.8%, 
Chrysler  (46)  at  3  and  yields  2.2%. 

K  mart  (36),  the  nation's  second- 
largest  retail  chain,  is  completing  a 
major  refurbishing  program  to  up- 
grade merchandise  as  well  as  store 
appearance.  Earnings  should  show 
an  increase  of  about  12%  this  year, 
to  $4.10.  K  mart  trades  at  a  P/E  of  1 1 
and  yields  3.8%. 
May  Department  Stores  (62)  has 

!  been  improving  its  profit  margins, 
and,  over  the  past  four  years,  earn- 

:  ings  have  increased  almost  90%.  A 
10%  gain  is  probable  in  1986.  The 
stock  trades  at  12  times  earnings 
and  yields  3%. 

Texaco  (29)  is  a  stock  I  think  will 
proyide  a  good  payoff  for  the  patient 
investor.  The  Pennzoil  award  ap- 
pears patently  unfair,  and  Texaco 

i  should  see  it  modified  significantly. 
With  assets  of  over  $100  a  share  net 
of  debt,  the  stock  has  a  breakup 
value  of  almost  twice  the  current 
market,  even  if  the  award  were 
upheld  in  its  entirety.  Texaco  has  a 
P/E  of  6.8  and  yields  10.1%.  ■ 


LOCKED  IN  A  BANK  IRA? 
SWITCH  TO  THE  FREEDOM 
OFAVANGUARD  IRA. 

You  know  you  can't  get  last  year's 
high  rates  on  today's  bank  CDs.f  So  if 
your  bank  IRA  is  now  maturing,  con- 
sider switching  to  a  Vanguard  IRA. 

With  Vanguard,  you're  not  limited 
to  fixed-rate  savings  accounts  or  bank 
CDs.  We  offer  several  income- 
producing  alternatives  that  invest  in 
corporate  bonds  or  government- 
backed  securities.  For  example,  our 
GNMA  Portfolio  provides  high  current 
income  from  government-backed 
Ginnie  Mae  Certificates. 

Unlike  most  banks,  Vanguard  also 
lets  you  include  equity  and  other 
growth-oriented  investments  in  your 
IRA  plan.  If  you  want  capital  growth 
and  income,  for  instance,  consider 
Windsor  II. 

You  may  open  your  Vanguard  IRA 
in  any  of  22  Portfolios  for  as  little  as 
$500,  commission-free. 

tBank  IR  As  insure  principal  and  interest  by  an  agency  of  thi 
Federal  Government  (FDIC). 


Call  1-800-662-SHIP 

Ask  for  our  free  Vanguard  IRA 
Information  Kit.  Or  send  the  coupon. 

In  Philadelphia,  visit  our  Invest- 
ment Center  at  1528  Walnut  St. 

pVanguard  IRA 

Investor  Information  Department 
Valley  Forge,  Pennsylvania  19482 

Please  send  me  your  free  Vanguard  IRA  Information 
Kit.  It  contauis  prospectuses  for  Vanguard  Fixed 
Income  Securities  Fund  (including  the  GNMA  Port- 
folio) and  Windsor  11  that  give  complete  information 
on  advisory  fees,  distribution  chargesand  other 
expenses.  I  will  read  them  carefully  before  I  investor 
send  money.  Also  send  information  on  □  Pension/ 
Profit  Sharing. 

Name  


Address- 
City  


State  Zip- 


FB-R6-13 


TH^an^iuardGROUP 

*^OF  INVESTMENT  COMPANIES 


Nearly  everyone  knows  that  an  IRA  is  a 


should  also  be  a  good  investment.  That's 
why  you  should  know  about  Twentieth  Century  | 
Investors,  the  no-load  mutual  fund  company  with  an  _ 
impressive  track  record.  We  invite  you  to  check  our 
performance.  And  when  you're  ready  for  an  IRA  that's 
^  also  a  good  investment,  we'd  like  to  hear 


Please  send  a  free  prospectus  to 
Name  


Address . 
City  


State  ZIP. 


I 


][^^  ^^^^)U1^  g°°d  tax  deduction.  But  an  effective  IRA 

IRA 

^  also  a  good  investment,  we'd  like  to  hear  H 

afWf\tf\fM  fr°m  y°u-  Want  to  know  more?  For  complete  ™ 
a^x^x^^M-  information,  write  or  call  for  our  free  IRA  In-  m 
^         -7  formation  Kit.  In  it  | 

<a  TAcfm  you' 11  find  a  prospectus  - 

investments  ■ 

IRA  program:  Growth  Investors,  Select  Investors,  Ultra  Investors,  Vista  Investors, 
U.S.  Governments,  and  Cash  Reserve.  Please  read  the  prospectus  carefully  * 
before  investing. 

No-Load,  No-Minimum  Mutual  Funds 

E 
I 
I 
I 
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P.O.  Box  200,  Kansas  City,  Missouri  64141  •  (816)  531-5575 


Commodities 


MONEY  &  INVESTMENTS 

After  a  mediocre  first  half  of  1985,  my 
recommendations  took  a  positive — and 
profitable — turn  in  the  last  half 

FINISHING  STRONG 


By  Stanley  W.  Angrist 


Most  of  the  professional  traders  I 
speak  with  have  told  me  the  same 
thing  recently:  It  was  difficult  to 
make  a  buck  trading  commodities 
in  the  past  six  months.  As  regular 
readers  know,  I  review  the  trading 
recommendations  made  in  this  col- 
umn every  six  months.  So  how  did  I 
do  in  this  trying  period? 

As  it  turns  out,  better  than  most. 

As  usual,  I'm  assuming  that  read- 
ers received  their  magazines  about 
two  weeks  before  the  cover  date.  I 
started  my  turnaround  in  the  July 
15  issue  with  a  recommendation  for 
a  high-risk  August/February  belly 
spread.  The  spread  did  not  reach 
even  money  as  suggested,  but  by  the 
first  week  in  August,  when  it 
should  have  been  liquidated,  it  had 
narrowed  240  points  for  a  $912  gain. 

In  the  July  29  column,  though,  I 
recommended  a  Value  Line/S&P's 
spread  using  the  September  con- 
tracts. I  thought  August  would  see  a 
strong  stock  market.  I  was  wrong, 
and  the  spread  had  produced  a  $775 
loss  by  the  first  week  in  September, 
when  it  was  closed  ouc. 

The  trade  recommended  in  the 
Aug.  12  magazine  was  a  long  heat- 
ing oil/short  gasoline  spread.  It 


Stanley  W.  Angns;  is  a  commodity  specu- 
lator, consultant  ctti       s  ,  _  •.- 
the  commodity  mark 


would  have  been  one  of  the  best 
trades  I  have  ever  suggested,  but  by 
my  reckoning  it  was  not  possible  to 
enter  it  at  the  recommended  level. 
Alas,  in  a  matter  of  a  few  weeks 
gasoline  moved  from  a  premium  to 
heating  oil  to  a  600-point  discount. 

I  took  a  long  look  at  the  new 
contract  in  municipal  bonds  in  the 
last  issue  in  August  and  suggested  a 
spread  of  long  T  bonds  against  short 
muni  bonds.  If  the  spread  was  put 
on  at  the  recommended  level,  by 
Sept.  24  it  would  have  generated  a 
$1,500  profit  for  each  $2,500  invest- 
ed. It  was  like  shooting  fish  in  a 
barrel. 

In  the  Sept.  9  issue  I  suggested  an 
outright  short  sale  for  the  Decem- 
ber coffee  contract,  and  a  bear 
spread  involving  the  December  and 
March  contracts.  Coffee  started  to 
fall  shortly  after  readers  received 
the  magazine,  dropping  more  than  6 
cents  in  a  couple  of  weeks.  It  did  not 
reach  my  profit  goal  of  a  15-cent 
drop,  but  I  expected  readers  to  pro- 
tect their  positions  with  a  2.5-cent 
stop.  If  they  had,  they  would  have 
taken  out  a  gain  of  $937.  The  bear 
spread  also  produced  a  $937  profit 
by  mid-November. 

In  the  Sept.  16  issue  I  recom- 
mended selling  strangles  using  op- 
tions in  November  beans  and  De- 
cember gold.  Both  worked,  with  the 
beans  yielding  a  $650  profit,  while 
the  gold  produced  one  of  $590. 

I  was  tempted  back  into  the  ener- 
gy market  in  the  Sept.  25  issue. 
There  I  suggested  a  November/Jan- 
uary spread  in  crude  oil.  For  weeks 
analysts  had  said  it  was  impossible 
for  the  near  contracts  to  keep  their 
;  premium  to  the  more  distant.  All  of 
!  us  were  wrong.  My  error  cost  trad- 
I  ers  $500. 


I  took  a  look  at  the  cattle  market 
in  the  Oct.  7  issue,  suggesting  a  call 
spread  in  cattle  options.  In  the  blink 
of  an  eye  traders  were  stopped  out 
with  a  $400  loss.  However,  in  the 
same  column  I  recommended  a 
spread  of  live  cattle  against  feeder 
cattle,  which  produced  an  $800 
profit  a  few  weeks  after  the  shel- 
lacking in  options. 

In  the  Oct.  21  issue  I  again  recom- 
mended sale  of  a  strangle  using  op- 
tions, this  time  on  the  December 
silver  contract.  The  result  was  a 
$600  profit.  I  also  suggested  a  bear 
spread  in  silver,  which  yielded  a 
$450  profit  before  the  December 
contract  went  off. 

In  the  Nov.  4  issue  I  thought  a 
spread  of  long  July  hogs/short  July 
bellies  looked  promising.  As  of  this 
writing  it  is  showing  a  $500  profit.  I 
also  tried  a  bean  meal  (three  con- 
tracts) versus  corn  (two  contracts) 
spread,  which  quickly  turned  sour, 
resulting  in  a  $1,200  loss. 

In  the  Dec.  2  issue  I  gave  my  last 
recommendation  for  1985 — a  T 
note  versus  T  bond  spread.  Unfortu- 
nately, the  entrance  condition  was 
misstated.  It  should  have  read:  If 
you  believe  that  interest  rates  are 
headed  up,  you  should  try  to  buy  the 
notes/sell  the  bonds  (March  con- 
tracts), with  the  notes  at  no  more 
than  8  full  bond  points  over  the 
bonds.  Look  for  a  profit  of  40  points 
($1,250  per  spread),  while  risking  no 
more  than  20  points  ($625  per 
spread). 

So  what  does  the  scoreboard  look 
like?  In  all  modesty,  I  would  say 
terrific.  There  were  10  recommen- 
dations using  futures.  Seven  of 
those  were  profitable,  producing  a 
net  gain  of  $3,561.  There  were  4 
suggestions  using  options — 3  of 
them  turned  out  to  be  profitable,  for 
a  net  gain  of  $1,440.  In  total,  10  out 
of  14  suggestions  were  successful, 
yielding  a  total  net  profit  of  $5,001. 
As  usual,  commissions  have  been 
ignored  in  all  calculations,  but  if  a 
discount  broker  had  been  used, 
commissions  should  have  been  no 
more  than  $600  in  aggregate. 

Warning!  The  boiler-room  opera- 
tors are  at  it  again.  This  week  I 
received  a  call  from  somebody  will- 
ing to  let  me  trade  silver  futures  at 
12%  of  the  value  of  the  contract. 
That  works  out  to  $3,800  or  so  per 
contract.  Wire  houses  would  charge 
about  $100  for  such  a  trade,  while  a 
discount  broker  would  ask  only  $25 
or  thereabouts.  ■ 
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YACHTS 

DISTRIBUTORS  WANTED 

INVESTMENTS 

EXECUTIVE  GIFTS 

An  intelligent  alternative 


Custom-built  motoryachts  featuring 
designs  and  workmanship  proven  in 
275  workboats.  Strong,  fuel-efficient 

aluminum  construction.  Solid 
comfort  interiors.  Gladding-Hearn 
Shipbuilding.  1  Riverside  Avenue. 
P.O.  Box  300-F,  Somerset.  MA 
02726.  (617)  676-8596. 

GLADDING-HEARN 

SHIPBUILDING 

The  Duclos  corporation 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

Pree  wholesale  catalog  Satisfaction  Gtd 
or  18  yrs!  Member:  Jewelers  Board  of 
Trade.  Chamber  Commerce.  American 
pern  Trade  Assn. 

HOUSE  OF  ONYX 
No.  One  Main  Street 
Greenville,  Kentucky  42345 
TOLL  FREE  1-800-626-8352 


FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcase:  $5.95; 
three  for  $17 

Binders:  $7.50; 
three  for  $21.75 

Send  check  with  your  name  and 
address  to; 
JESSE  JONES  BOX  CORP. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 


FORBES 
MARKET/CLASSIFIED 

is  published  in  the  first  issue  of 
each  month.  Advertising  clos- 
ing date  is  one  month  preced- 
ing date  of  issue. 

Frequency  discounts  avail- 
able. Payment  must  accom- 
pany order  unless  from  ac- 
credited agency. 

FOR  ADDITIONAL  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 

60  Fifth  Avenue/New  York,  NY  10011 
(212)  620-2440 


NEW  PRODUCTS 
AVAILABLE 

We  are  an  established,  publicly- 
owned  R&D  company  with  40 
years  experience  in  that  field 
We  have  developed  more  new 
products  than  we  can  market, 
and  are  seeking  reliable  firms 
capable  of  marketing  products 
in  the  pharmaceutical,  health- 
care, medical  devices,  spe- 
cialty-chemical and  cosmetic 
fields.  Principals  only 

United-Guardian,  Inc. 

RO.  Box  2500 
Smithtown,  New  York  11787 

(516)  273-0900 
TWX:  510-227-6230 


BUSINESS  OPPORTUNITIES 


MfSpJ   13.000  BUSINESSES 

*  >%iHA  TO  COAST 

No  B/okeroge  Commission 
maui'ies  &  listings  welcome 
BUSINESS  OWNERS 
rf-jL   MULTIPLE  LISTING  SERVICE" 
f%\     Toll  Free  800  327  9630 
W  m  Fia  can 8.00-533  466-3 


BUSINESSES  FOR  SALE 

Last  month  we  had  a  71%  success  in 
matching  personally  inspected  sellers  with 
buyers  so  OBI  ioa  TION! 

CALL  TOLL  FREE  I  800  233  21 15 
iMwIN  TEXAS  CALL  1-214-980-4855 

GREAT  WESTERN 

VA*<-      BUSINESS  EXCHANGE.  INC. 

14114  Dallas  Parkway.  Suite  220 
Dallas.  TX  75240 


BUSINESS  OPPORTUNITIES 

Profitable,  established  businesses  located 
west  of  the  Mississippi  lor  sale  b>  owners 
Manv  owner  financed  All  price  ranges  avail- 
able' Over  500  to  choose  from  Call  Collect 
Mr  Paul  Grillos 
AFFILIATED 
BUSINESS  CONSULTANTS 
Box  6339.  Co  Spgs.  CO  80934 


REAL  ESTATE 


Herds  of  trophy  elk  and  deer  roam  your 
backyard!  Hunt  your  own  40  acres  of 
unspoiled  mountain  land,  a  Rocky  Moun- 
tain paradise.  Financing  at  9%.  1%  down. 

Forbes  Wagon  Creek  Ranch 

Ft.  Garland,  CO  81133 
Free  color  brochure: 
(303)  379-3263. 


INTERESTED  IN 
RARE  COIN  0 
INVESTMENTS? 

The  Investment  Division  of  The  Numis- 
matic Guild  offers  a  free  advisory  service 
to  our  members  and  a  very  select  clien- 
tele of  outside  individual  investors  and 
groups.  For  two  generations  we  have 
served  as  portfolio  consultants,  ap- 
piaisers,  and  brokers  for  collectors  and 
investors  worldwide. 

Over  the  years,  clients  have  valued  our 
highly  personalized  service  and  our  re- 
spect for  complete  confidentiality.  Share 
our  indepth  knowledge  and  experience. 

For  FREE  information  at  no  obligation: 
CALL  TOLL  FREE  TODAY 
MR.  WILLIAM  J.  LEWIS,  Managing  Director 

1-800-221-2828 

(New  York  State  Residents  call  (212)  947-7022) 
V  DEPT.  70  J 

COMPUTERS 


TANDY-EPSON 


Our  10th  year  of  DISCOUNTS 
Ed  or  Joe  McManus 
Fgt  Prepaid  Save  Tax 
,      Toll  Free  800-231-3680 

1  mARYfnflC  INDUSTRIESINC 

22511  Katy  Fwy. 
Katy  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


COMPUTER  ACCESSORIES 


PC  CLEANER 

Proven  non  stalic  formula  removes 
dirt,  grime  &  static  from  electronic  of- 
fice equipment.  Established  sales  to 
government  &  private  industry.  $9.95 
per  bottle  or  $50.00  for  the  PC  6-Pack. 
Dealer  inquiries  also  welcome. 
PIMIDON  CORPORATION 
Suite  444,47  Clarence  Street, 
Ottawa,  Canada.  KIN  9T1 


EXECUTIVE  EDUCATION 


CREDIT  FILES  ON  YOU  .  . 


Are  detailed,  and  interesting,  and  may 
include  mistakes'.  Ordering  copies  of 
your  credit  history  is  easy  &  inexpen- 
sive— learn  how — send  $3.95  &  ad- 
dress to:  CREDIT  SEARCH,  P.O.  Box 
1957.  Delray  Beach,  FLA,  33447. 
305  272-6299 


PUBLISHING 


AUTHORS  WANTED  BY 
NEW  YORK  PUBLISHER 

Leading  subsidy  book  publisher  seeks 
manuscripts  of  all  types:  fiction,  non- 
fiction,  poetry,  scholarly  and  juvenile 
works,  etc.  New  authors  welcomed. 
Send  for  free,  illustrated  40-page  bro- 
chure W-61  Vantage  Press,  516  W.  34 
St.,  New  York,  N  Y.  10001 


MACANUD0  ROTHSCHILD  * 
CIGARS  35%  OFF!  1 

167?'  RG42,  Box  of  25) 

W/BOHl  (SAVE  $16.75,  | 

Wrapper  choice:  Natural,  Claro  or  Maduro 

Also  rock  bottom  prices  on  fresh,  perfect  I 

Partagas.  Don  Dieggs.  H  Upmanns,  ■ 
Ramon  Allones,  Royal  Jamaicas, 

Montecrm.  FREE  catalog  800-  672-5544  I 

(NY  State:  21 2-221  -1408)  Send  check  or  ■ 

M  0  —add  shipping:  $1  00  for  first  box.  _ 

SOCea  add'l  box  NY  res  add  sales  tax  I 

Offer  expires  Feb  28.  1986.  ■ 

FAMOUS  SMOKE  SKOPf 

Dept.  57.  55  W.  39th  St  New  York  NY  10018  ■ 


Remington  Bronzes 

The  Outlaw 

Full  size  e  _  _  _ 
cast  from  *QQ 
original 

with  purchase  of 
Remington  pure  bronze 
full  size  Mountain  Man 
or  Bronco  or  Rattlesnake 
7  day  approval  a-tc 
Reg  $2175  Sale  *1475 
800-435-3545 
714-854-2999 
Wh maker  Western  Bronzes 


h23" 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  '/e"  |or 
state  width)  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  lor  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco.  CA  94 1 3 1        |4tS|  S8S-6100 


BOOKS 


BEAT  THE  FORBES  400 

to  a  Leaner,  Livelier  Life! 
Start  1986  with  PRITIKIN'S  PROGRAM 
FOR  DIET  &  EXERCISE  (Hardbound  Clas- 
sic, reduced  to  $11  plus  $2  shipping.)  For  the 
price  of  a  dinner,  learn  to  eat  right  for  the  rest 
of  your  life!  Delicious  recipes  included. 
PRITIKIN  BOOKS 
Three  Grove  Isle 
#508.  Miami  33133 
Tel.  (305)  858-6500 


TRAVEL 


NORTH  POLE 

Canadian  Arctic,  Greenland,  New- 
foundland; unique  wildlife,  glaciers, 
icebergs,  Eskimo  culture.  Experienced 
guides. 

SPECIAL  ODYSSEYS, 

Box  37F,  Medina,  WA  98039 
206-455-1960 


R)rbes:  CapitalistTbol® 


We're  not  called  Good  for  nothing. 

Seen  Good  Housekeeping's  advertising  rate  card  lately?  First 
thing  you'll  notice  is  our  cost.  Not  inexpensive. 

But,  then,  look  at  what  you're  getting:  our  pages. 

These  are  the  pages  which  are  the  most  efficient  of  all  the  major 
women's  service  magazines.  The  pages  which  run  more  advertising. 
The  pages  which  offer  more  editorial  than  any  other.  And  the  pages 
17000,000  women  believe  in  more  than  any  other. 

These  are  the  pages  created  by  the  largest,  most  professional 
staff.  The  pages  backed  by  the  expertise  of  the  renowned  Good 
Housekeeping  Institute. 

And  these  are  the  pages  which  have  given  100  years  of  guidance, 
I    advice  and  support  to  generations  of  American  families . 

All  this  isn't  merely  great. 

I      It's  Good  Housekeeping. 

Our  pages  do  more 

I  „     s<«'^'-;  1985SMRB  Good  VIousekeepingisapublicationofHearst  Magazines,  a  division  of  The  Hearst  Corporation.  ©  1986  The  Hearst  Corporation. 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ."  Items 
from  past  issues  of  Forbes 


Sixty  years  ago  in  Forbes 

(From  the  issue  of  January  15,  1926) 

"While  I  have  every  confidence  that 
the  first  half  of  1 926  will  see  a  continu- 
ance of  national  prosperity,  I  have 
doubts  as  to  whether  we  will  so  act 
during  this  prosperity  that  we  will 
earn,  that  we  will  deserve,  its  continu- 
ance throughout  the  second  half  of  the 
year.  Our  mental  attitude  during  the 
first  half  will  largely  determine  the 
kind  of  conditions  that  will  be  experi- 
enced during  the  second  half." 

"As  might  well  have  been  expected, 
the  comparatively  smooth  sailing  of 
the  tax  reduction  bill  in  its  passage 
through  the  House  has  been  some- 
what marred  by  frequent  storms  and 
squalls  in  Senate  consideration  of  that 
measure.  On  the  whole,  however, 
friends  of  the  bill  are  well  satisfied  and 
are  still  hoping  for  its  final  enactment 
into  law  before  Mar.  15.  The  final  tax 
cut  will  probably  be  not  far  from  $325 
million,  as  passed  by  the  House." 


Fifty  years  ago 

(From  the  issue  of  January  15,  1936) 

"The  railroads  could  very  substantial- 
ly speed  up  their  running  schedules 
between  Chicago  and  the  Pacific 
Coast.  Even  the  'crack'  trains  dawdle 
discouragingly.  .  .  . 

"This  easy-going  habit  is  the  fruit  of 
long-standing  agreement  among  the 
railroads  not  to  compete  with  one  an- 
other in  shortening  running  sched- 
ules. Such  laissez  faire  may  have  had 
some  excuse,  though  not  justifica- 


tion, when  transcontinental  railroads 
had  no  rivals.  But  since  airplanes  and 
motor  buses  came  actively  into  the 
picture,  dawdling  by  railroads  is  inex- 
cusable, even  suicidal." 


John  D.  Ill  ( left)  and  Nelson  Rockefeller 

"John  D.  Rockefeller  III  takes  after  his 
father,  spending  most  of  his  time  on 
money-giving.  Nelson  is  the  one  who 
most  shows  his  grandfather's  business 
aptitude.  Rockefeller,  the  third,  takes 
life  almost  as  seriously  as  Rockefeller, 
the  second,  whereas  Brother  Nelson 
shares  Rockefeller,  the  first's,  sense  of 
humor  and  zest  for  life." 


Twenty-five  years  ago 

(From  the  issue  of  January  15,  1961 ) 

"Now  that  the  returns  all  are  in,  the 

1960  stock  market  turns  out  to  have 
been  a  good  deal  less  than  the  full- 
fledged  bear  market  it  seemed  earlier 
in  the  year.  Investors  lucky  enough  to 
own  such  stocks  as  Decca  Records  (up 
118%),  Brunswick  Corp.  (up  134%), 
Chock  Full  o'Nuts  (up  124%)  or 
Crowell-Collier  (up  93%),  actually 
came  out  with  very  handsome  profits 
indeed.  On  the  other  hand,  it  was 
pretty  much  of  a  bear  market  for  own- 
ers of  such  well-known  issues  as  Stu- 
debaker-Packard  (down  68%),  Good- 


"One  reason  for  record-breaking  November  and  December  [auto]  sales, "  said  the 
1936  caption,  "is  the  ease  with  which  the  modern  automobile  operates  in  winter. " 


rich  (down  41%),  or  Bethlehem  Steel 
(down  27%),  Chrysler  (down  44%)  or 

even  Du  Pont  (down  29%)  The 

bellwether  S&P's  500  stock  average 
lost  about  3%  of  its  value  during 
the  year." 

"  'Quite  simply  my  business  formula 
runs  like  this,'  said  Metropolitan 
Broadcasting  Corp.  President  John  W. 
Kluge:  'Imagination  +  a  good  credit 
rating  =  geometric  growth.  .  .  .'  Yet 
Broadcaster  Kluge  has  already  come  a 
long  way.  Last  year  Metropolitan's 
billings  topped  $40  million,  produc- 
ing a  cash  flow  of  $5.6  million  and  a 
net  of  $2  million.  For  1961  the  target 
is  $50  million.  Kluge's  goal  is  a  $100 
million  gross,  but  he  realizes  he  will 
have  to  get  it  outside  of  broadcasting. 
Next  item  on  his  agenda:  imaginative 
diversification." 


Ten  years  ago 

(From  the  issue  of  January  15,  1976) 

"Thank  Scottish  nationalism  for  the 

British  government's  offer  of  some 
$330  million  in  grants  and  loans  to 
save  Chrysler-U.K.  A  key  factor  was 
Chrysler's  plant  at  Linwood,  Scot- 
land, with  7,000  workers  out  of  a 
Chrysler-U.K.  total  of  22,000.  In  fact, 
the  rescue  scheme  calls  for  transfer- 
ring some  work  to  Linwood  from  Cov- 
entry in  England,  where  some  6,500 
will  be  laid  off.  But  Prime  Minister 
Harold  Wilson's  Labour  government 
owes  its  thin  majority  in  Parliament 
to  Labour's  41  Scottish  seats,  now  un- 
der threat  from  the  insurgent  Scottish 
Nationalists.  So  rather  than  see 
Chrysler  close,  throw  7,000  Scots  out 
of  work  and  give  the  Nationalists  a 
perfect  campaign  issue,  the  Labour 
government  .  .  .  decided  to  cough  up 
the  aid  for  Chrysler." 

"Soaring  hospital  costs  are  like  a  can- 
cer eating  away  at  the  body  economic; 
hospital  bills  now  amount  to  40%  of 
total  medical  costs,  which  in  turn  are 
8%  of  GNP.  Consider  these  sickening 
figures:  In  the  nation's  6,000  commu- 
nity hospitals,  the  average  daily  cost 
of  in-patients  rose  from  an  offensive 
$73.73  per  day  in  1970  to  an  outra- 
geous $113.21  in  1974.  Administra- 
tors in  this  mostly  nonprofit  field 
blame  rising  wages,  inflation,  the 
malpractice  crisis  and  costly  demands 
of  physicians.  The  doctors,  in  turn, 
blame  inefficient  administration." 


The  fellow  that  brags  about  how 
cheap  he  heats  his  home  always 
sees  the  first  robin. 
Kin  Hubbard 


A  good  scare  is  worth  more 
to  a  man  than  good  advice. 
Ed  Howe 


You  can  do  very  little  with 
faith,  but  you  can  do 
nothing  without  it. 
Samuel  Butler 


Imagining  is  good,  provided 
you  do  not  believe  you  see  what 
can  only  be  imagined. 
Joseph  Joubert 


Victory  loves  trouble. 
Latin  proverb 


If  a  man  has  really  strong  faith 
he  can  indulge  in  the  luxury 
of  skepticism. 
Friedrich  Nietzsche 


Hope  is  the  poor  man's  bread. 
George  Herbert 


The  wickedest  work  in  this 
world  is  symbolized  not  by 
a  wine  glass,  but  by  a 
looking  glass. 
G.K.  Chesterton 


To  conqup:  without  danger  is  to 
triumph  without  glory. 
Pierre  Corneille 


It  is  a  miserable  thing  to  live 
in  suspense;  it  is  the  life  of 
a  spider. 

Jonathan  Swift 


The  role  of  tru 
fighting,  not  in  co 
and  the  honor  oi  v 
combating,  not  in 
Montaigne 


Thoughts 

on  the  Business  of  Life 


History  is  full  of  instances 
where  victory!  instead  of  defeat 
would  have  resulted  by  battling 
only  a  little  longer.  Many  need 
to  he  reminded  of  this.  Any  weakling 
can  surrender;  any  coward  can 
give  up.  To  succeed,  we  must  have 
the  will  to  succeed,  we  must  have 
stamina,  determination,  backbone, 
perseverance,  self-reliance,  faith 
Let  us  grit  our  teeth  and  heroically 
resolve  to  keep  on  keeping  on. 
Triumph  often  is  nearest  when 
defeat  seems  inescapable. 
B.C.  Forbes 


Defeat  never  comes  to  any  man 
until  he  admits  it. 
Josephus  Daniels 


'Tis  known  by  the  name 
of  perseverance  in  a 
good  cause,  and  obstinacy 
in  a  bad  one. 
Laurence  Sterne 


Hope:  a  pathological  belief 
in  the  occurrence  of  the 
impossible. 
H.L.  Mencken 


Men  should  do  with  their 
hopes  as  they  do  with  their 
tame  fowl:  cut  their  wings 
that  they  may  not  fly 
over  the  wall. 
Lord  Halifax 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a    one-volume    edition    of    over  3,000 
■Thoughts."  Price:  $17.50.  Send  check  and 
!  x  Forbes  Inc.,  60 Fifth  Ave.,  New  York. 
0011.  Add  sales  tax  on  orders  in  New 
her  states  where  apphcable. 


There  is  no  use  in  your  walking 
five  miles  to  fish  when  you  can 
depend  on  being  just  as 
unsuccessful  near  home. 
Mark  Twain 


More  are  taken  by  hope 
than  by  cunning. 
Vauvenargues 


Imagination  is  the  mad  boarder. 
Nicolas  Malebranche 


Hope,  deceitful  as  it  is,  serves  at 
least  to  lead  us  to  the  end  of  life 
along  an  agreeable  road. 
La  Rochefoucauld 


Men  try  to  run  life  according  to 
their  wishes;  life  runs  itself 
according  to  necessity. 
Jean  Toomer 


A  Text . . . 

Let  us  hold  fast  the 
profession  of  our  faith 
without  wavering;  (for  he  is 
faithful  that  promised;) 
Hebrews  10:23 


Sent  in  by  Maurice  Goodbody  HI,  Hope, 
NJ.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Anybody  can  win  unless  there 
happens  to  be  a  second  entry. 
George  Ade 


Life  is  just  one  damned  thing 
after  another. 
Frank  O'Malley 


I  have  great  faith  in  fools; 
self-confidence  my  friends 
call  it. 

Edgar  Allan  Poe 
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-AT&T  INTERNATIONAL  LONG  DISTANCE  SERVICE 

FACSIMILE  TRANSMISSION 


'The  new  dock 
diagram  should  be  there. 
I  just faxed  it" 


m 
W 
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'Perfect  timing,  Hans. 


There  was  a  meeting  in  Chicago  to  present  clock 
diagrams  from  Zurich.  Everything  was  there.  Except  the 
newest  diagrams.  They  were  still  in  Zurich. 
With  facsimile,  those  kinds  of  problems  just  aren't 
problems.  Because  in  minutes,  quality  graphics,  charts, 
letters  or  signatures  can  be  put  in  the  hands  of  someone 
almost  anywhere  in  the  world.  And  in  many  cases, 
transmission  over  AT&T  International  Long  Distance 
Service  can  be  faster  and  less  expensive  than  telex. 
AT&T  provides  many  other  international  services 
and  applications  that  treat  you  like  the  unique  business- 
person  you  are.  To  find  out  how  these  services  can  help 
pick  up  your  international  business,  pick  up  the  phone  and 
call  your  Account  Executive  at  AT&T  Communications. 
Or  call  an  AT&T  Sales  Specialist  toll  free  at 
1800222-0400. 


i  1985  AT&T  Comm'uniCalioKs 
nternatiOnaJ  servce-io  and.fral 


AT&T 

The  right  choice. 


"We  offer  small  company  responsiveness 
with  large  company  resources!' 


"MetLife  Capital  Credit  Corporation  is  a 
unique  company.  No  bureaucracy.  No  red 
tape.  Our  dedicated  professionals  can  act  fast. 
They  have  the  ability  to  handle  virtually  any 
asset-related  financing  need.  We  have  the 
support  of  an  80  billion  dollar  organization. 
Metropolitan  Life,  our  parent,  understands 
risks  and  investments." 

MetCredit's  responsiveness  and  financial 
strength  is  supported  by  three  decades  of  ex- 
perience in  providing  creative  financing.  We 
are  your  source  for  sound  financing  now,  and 
in  the  future.  Give  us  a  call;  we're  the  logical 
choice. 


Asset-Based  Financing 
Collateral  Valuations 
Debt  Placements 
Lease  Syndications 
Leveraged  Leasing 
Municipal  Financing 


National  Sales  Force 
Operating  Leases 
Portfolio  Acquisitions 
Remarketing  Services 
Tax  and  Nontax  Transactions 
Vendor  Programs 


The  Logical  Choice  In 
Financial  Services 


METLIFE  CAPITAL  CREDIT 
CORPORATION 

A  METROPOLITAN  LIFE  COMPANY 

Ten  Stamford  Forum,  P.O.  Box  601 
Stamford,  CT  06904  (203)  328-2844 


Josep/t  G.  Rooney\ 
Vice  President!  Finance 
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1985,  MetLife  Capital  Credit  Corporation. 


Diversification. 

Getting  into  new  things.  Because 
the  future  belongs  to  those  who 
anticipate  change.  To  Eaton. 


F:T*N 

Growing  into  the  future. 

Automotive  •  Electronics  •  Defense  •  Capital  Goods 


The  editorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  128  and  129. 


Companies   

34   Tektronix  Inc. 

The  Japanese  taught  Tektronix  a  lesson:  Creativity  alone 
is  not  enough;  attention  must  be  paid  to  manufacturing. 

36    Komatsu  Corp. 

By  raising  prices,  Komatsu  is  signaling  weakness  in  the 
selling  war  for  heavy  construction  equipment.  That's 
good  news  for  hard-pressed  Caterpillar. 

40   The  Up  &  Comers 

Disclosure  Information  Group  is  a  brilliant  success  story 
but  with  an  unhappy  ending,  at  least  for  now.  They  made 
the  mistake  of  taking  their  meal  ticket  for  granted.  Also: 
Building  a  business  in  used  personal  computers. 

69    Cablevision  Systems  Corp. 

Shrewd  Charles  Dolan's  company  proposes  to  spin  off 
319,000  of  its  subscribers  to  investors.  But  if  they  peruse 
the  financials,  they  may  have  second  thoughts. 

80    Comdisco,  Inc. 

Ken  Pontikes,  the  founder  and  chief  executive  of  the 
country's  largest  independent  computer  leasing  firm, 
proves  that  you  can't  keep  a  sharp  trader  down. 


Finance 

30    Pyramid  Power 

Thanks  to  junk  bonds,  Ronald  Perelman  has  used  one 
(borrowed)  dollar  of  his  own  to  control  2,300  of  other 
people's  dollars.  His  $4.4  billion  pyramid  puts  those  of 
Pharaoh  Khufu  and  Samuel  Insull  in  the  shade. 

64    Enough,  Already 

Frank  Morgan  is  the  man  behind  Kansas  City's  building 
boom.  Where  does  that  leave  him  if  the  boom  goes  bust? 


Trade  

32  Shopping  The  Great  Satan 

More  than  $1  billion  a  year  in  U.S.  weapons,  parts  and 
secrets  are  being  smuggled  to  Iran's  pro-terrorist 
theocratic  government. 

33  U.S.-Soviet  Trade 

Those  comradely  toasts  in  Moscow  notwithstanding,  the 
U.S.S.R.  has  little  to  sell  and  so  not  much  it  can  buy. 


Industries 

73    Cover  Story:  Automobiles — "Best  Car  Wins" 

The  next  18  to  24  months  will  be  the  wildest  in  the 
industry's  history.  Predictions  are  risky,  but  it  seems 
likely  that  General  Motors  will  have  to  settle  for  either 
reduced  market  share  or  lower  profitability. 

81    Construction:  Japanese  Builders 

It's  nice  the  Japanese  are  manufacturing  here.  But  look 
who's  building  and  outfitting  their  U.S.  factories. 


Depart>^c :  ■; 


6  Side  Lines 

8  Trends 

10  Follow-Through 

12  Readers  Say 

1 7  Fact  and  Comment 

20  Other  Comments 

23  Fact  and  Com  rr. 

131  Flashbacks 

132  Thoughts 


Money  &  Investments  Columnists 

25    What's  Ahead  For 


Business 
26    The  Forbes  Index 
107   The  Forbes /Wilshire 
5000  Review 


1 16  Ben  Weberman 

1 1 7  Ann  C.  Brown 

118  Srully  Blotnick 
120  Kenneth  L.  Fisher 
124  Stanley  W.  Angrist 


I  ■ 


4 


FORBES,  JANUARY  27,  1986 


30  ^  60 

Regions 

Marketing 

60    "The  Yields  Were  Spectacular" 

If  you're  looking  for  hard  times  in  the  farm  belt,  skip  the 
Illinois  prairie  country,  which  seems  to  be  doing  fine. 

86    Swatch  Tries  Sweatshirts 

Is  it  scaling  another  peak,  or  being  arrogant  about  trans- 
ferring a  brand  name?  Also:  Banks  find  customers  want 
courtesy  more  than  new  financial  products. 

Investing 

Technology 

110    The  Funds:  The  Six-Month  Performance  Update 

Forbes'  update  on  almost  300  mutual  funds  shows  they 
performed  well  in  the  second  half  of  1985.  But  Peter 
Lynch,  manager  of  Magellan  Fund,  fears  a  blowout  now 
that  stock  prices  have  doubled  from  mid- 1982. 

126  Streetwalker 

McLean  Industries;  Kinder-Care  Learning  Centers, 
Inc.;  Haber,  Inc.;  Toys  "R"  Us;  Equion  Corp.;  Wells 
Fargo  &  Co. 


Taxing  Matters 


50    There  Will  Be  Tax  Reform  In  1986 

Tax  expert  David  Berenson  predicts,  along  with  much 
else,  that  state  and  local  deductions  will  again  be  target- 
ed, and  deductions  for  employee  benefits  and  nonmort- 
gage  interest  expense  will  come  under  fire. 


On  The  Docket 


46    Legal  Costs 

Some  encouraging  words:  Judges  are  cracking  down  on 
outrageous  legal  fees  and  frivolous  suits. 


88  Supercomputers 

With  new  technology  borrowed  from  the  Defense  De- 
partment, the  pace  of  change  in  making  computers  more 
powerful  yet  smaller  may  speed  up  dramatically.  Also: 
The  dynamic  notebook  is  coming — a  clipboard-size  com- 
puter that  you  can  fill  with  everything  from  shopping 
lists  to  stock  portfolios. 


Personal  Affairs 


94    Contact  Lenses:  New  Ways  To  See,  Feel  And  Look 

Twenty  million  Americans  wear  contacts,  and  lens  mak- 
ers expect  to  double  that  number  by  offering  new  types  of 
hard-soft,  extended-wear  and  tinted  lenses.  They  may 
even  offer  something  for  middle-age  reading  difficulties. 


Careers 


98    Help  Wanted  To  Trade  Commodities 

It  takes  the  nerves  of  a  burglar,  the  discipline  of  a  Marine, 
lungs  of  leather  and  the  grit  of  a  linebacker.  It  also  helps  if 
you're  smart.  The  rewards?  Big  money,  fast.  The  risks? 
Big  losses,  fast. 
100    Venture  Capital 

Straight  talk  on  how  you  can  get  startup  capital.  And 
what  you  must  surrender  to  get  it. 


Faces  Behind  the  Figures 


102  Antonio  Gebauer,  Drexel  Bumham  Lambert 

102  Robert  Fomon,  E.F.  Hutton 

102  |eno  Paulucci,  Pizza  Kwik 

104  Jerry  Cohen,  lawyer 
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Out,  out  foul  phrases 

In  another  business  journal  the  other  day  I  read  that  "investor 
attitudes  have  undergone  a  sea  change  since  the  big  rise  in  the 
stock  market  over  the  past  few  months."  Sea  change?  What  do 
'sea  changes'  have  to  do  with  stock  markets?  Webster's  dictio- 
nary sent  me  to  Shakespeare's  The  Tempest: 

Full  fathom  five  thy  father  lies; 

Of  his  bones  are  coral  made; 

Those  are  pearls  that  were  his  eyes: 

Nothing  of  him  that  doth  fade 

But  doth  suffer  a  sea  change.  .  .  . 
Sea  change?  Investor  attitudes  had  changed  fairly  importantly, 
but  Shakespeare  was  talking  about  transformation,  about  life 
and  death.  We  see  and  hear  this  all  the  time:  Phrases  once: 
beautiful  or  wiuy  or  mind-stretching  are  ignorantly  misused 
and  repeated  until,  degraded  into  meaninglessness,  they  become 
cliches.  (Twenty  percent  on  the  Dow  compared  to  human 
destiny?)  Such  cliches  make  for  tiresome  reading  and,  worse, 
imprecise  writing. 


.    .  iRCULATION  0\  ER  "1(1,000 


Does  Forbes  never  commit  cliches?  Alas,  like  all  journalists, 
we  do,  and  that  brings  me  to  our  New  Year's  resolution,  which 
we  share  with  you:  To  give  our  excellent  Copy  Desk  additional! 
authority  to  delete  tired  phrases  and  jargon  that  too  often  creeps 
into  our  copy.  Below  a  few  of  the  terms  henceforth  to  bei 
avoided: 

Big  Blue  (for  IBM);  Ma  Bell  (for  AT&T);  game  plan;  ongoing, 
revolution  (as  in  "an  auditing  revolution");  soaring  (or  plum- 
meting) stock  prices  on  a  1%  move  in  the  Dow;  upscale  (for 
affluent);  superstar  (what's  a  mere  star?);  baby  boomers;  pricey 
(for  expensive);  whopping;  bottom  line  (when  no  numbers  are 
involved);  track  record  (what  does  "track"  add?);  Young  Turks, 
Big  Apple;  downside  risk  (what's  an  upside  risk?);  bells  and 
whistles;  free  fall;  world  class;  hands-on  management;  guru,  foi 
any  vaguely  venerated  authority.  .  .  . 

Slated  for  strict  rationing  but  not  complete  elimination:  sexy, 
applied  to  things  like  packaging  and  stocks;  red  ink  (need  it 
always  come  in  seas,  pools,  baths,  rivers?).  Loose  use  of  ready- 
made  ideas  or  words:  Rust  Belt,  Third  World,  fast  track. 

Our  linguistic  hit  list  is  longer  than  the  above,  but  this  gives 
an  idea  of  some  of  the  atrocities  we  business  journalists  often 
inflict  on  the  English  language.- Out,  out,  foul  phrases. 


Editor 
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YOU'VE  ALWAYS  HAD  A  LOT  OF  COMPETITION. 
^OW  YOU  CAN  HAVE  AN  UNFAIR  ADVANTAGE 


Nobody  ever  said  it  was  going  to  be 
easy.  But  it  just  got  easier.  Now  there's 
Amiga."1"  The  first  and  only  computer  to 
give  you  a  creative  edge.  Amiga 
makes  you  look  better,  sound  better, 
work  faster  and  more  productively. 

You  can't  buy  a  computer  at  any 
price  that  has  all  of  Amiga's  features. 
Nor  can  you  find  one  that's  easier  to 
use.  Amiga  lets  you  point  at  symbols 
instead  of  learning  complicated 
commands. 

Amiga  is  friendly,  but  it's  a  power- 
house, too.  It  has  twice  the  memory  of 
Macintosh"1"  or  IBM®  PC.  If  costs  less 
than  either  of  them  and  can  do  every- 
thing they  can  do,  better. 

No  other  personal  computer  gives 
you  over  4,000  colors,  stereo  sound 
and  incredible  dimension.  Imagine  the 
advantage  of  preparing  business  pre- 
sentations with  color  graphics  and 
sophisticated  animation  right  on  your 
computer. 

Need  to  make  creative  use  of  your 
time?  Amiga  can  do  as  many  as  four  or 
five  things  at  once  in  separate  win- 
dows on  the  screen.  Not  just  display 
them.  Work  on  them.  No  other  personal 
computer  can. 

Amiga  is  IBM-compatible,  too.  A  sim- 
ple piece  of  software  teaches  Amiga 
to  emulate  the  IBM  operating  system, 
so  you  can  run  most  IBM  programs. 
You'll  have  instant  access  to  the  largest 
library  of  business  software  in  the 
world,  including  favorites  like  Lotus® 
1,2,3,  and  dBase® 

And  Amiga  is  endlessly  expandable 
and  adaptable.  You  can  plug  in 
printers  (almost  any  kind),  modems, 
musical  keyboards,  extra  disk  drives. 
You  can  even  expand  the  memory  to 
a  whopping  8  megabytes  with  an 
optional  expansion  module. 

See  an  Authorized  Amiga  Dealer 
near  you.  And  don't  wait.  Your  competi- 
tion is  gaining  on  you.  Is  that  fair? 

Amiga  by  Commodore. 


Amiga's  4,096  colors  give 
your  business  graphics  a 
visible  advantage. 


Amiga  makes  telecommunica- 
tions fast,  easy  and  colorful. 


Amiga's  4  channels  of  stereo 
give  you  a  sound  advantage. 


A 


AMIGA  GIVES  YOU  A  CREATIVE  EDGE. 


Amiga  is  a  trademark  of  Commodore-Amiga,  inc  '  Macintosh  is  a  trademark  licensed  to  Apple  Computer,  Inc  '«•  IBM  is  a  registered  trademark  of  International  Business  Machines.  Inc 
Lotus  is  a  registered  trademark  of  lotus  Development  Corporation  9  dBase  is  a  registered  trademark  of  Ashton-Tate.  Inc  ©  1985.  Commodore  Electronics  limited 


Trends 


Edited  by  John  A.  Conway 


Loyalty  above  and  beyond 

Tlhe  number  one  ranking  for  loyal 
alumni  belongs  to  Centre  College, 
a  small,  800-student  liberal  arts 
school  in  Danville,  Ky.,  which  last 
year  received  donations  from  74.1% 
of  7,505  former  students.  (Centre 
counts  as  alumni  anyone  who  has 
completed  one  term  of  academic 
work.)  One  reason  for  the  achieve- 
ment was  the  number  of  younger 
graduates  contributing.  "Kids  who've 
been  out  of  school  a  year  or  two  tend 
to  send  us  10  bucks,"  says  Centre's 
president,  Richard  Morrill.  "If  they 
can't  send  us  10,  we  ask  them  for  5." 
According  to  Morrill's  figures,  the 
previous  record  for  alumni  was 
Princeton's  72.2%  participation  rate 
in  1959.  The  Council  for  Financial 
Aid  to  Education  in  New  York  City 
says  schools  like  Centre  normally 
score  27%  or  28%,  and  Centre  says 
only  nine  other  colleges  have  rates 
above  60%:  Amherst,  Dartmouth, 
Gustavus  Adolphus,  Hamilton, 
Hampden-Sydney,  Siena,  Swarth- 
more,  Wesleyan  and  Williams.  True, 
the  average  Centre  gift  was  only  $94, 
but  it  paid  big  dividends.  National 
foundations  often  use  percentage  of 
alumni  support  as  a  criterion  for 
grants,  and  in  recent  months  Centre 
has  garnered  $400,000  worth  of  them. 


Painless  taxation 

Small  municipalities  desperate  for 
money  and  equally  anxious  to 
avoid  raising  taxes  are  trying  new 
gimmicks.  One  Louisiana  county,  St. 
Tammany  Parish,  for  example,  made 
two  losing  tries  with  a  referendum  to 
institute  a  sales  tax.  So  last  summer  it 
put  out  a  call  for  charitable  donations, 
saying  that  without  them  it  would  go 
bankrupt.  The  Slidell,  La.  Jaycees 
came  to  the  rescue.  In  October  they 
mounted  a  "Pot  O'  Gold"  raffle,  and 
by  December,  when  they  held  the 
drawing,  had  sold  326,000  $1  tickets. 
The  parish  government  will  net  about 
$130,000.  Similarly,  Warrenvillc,  111., 
population  9,600  and  with  an  annual 
budget  of  $2  million,  needed  a  new 
police  station.  It  had  a  building  but  no 
money  for  alterations.  Property  taxes 
were  already  too  high,  says  Mayor 
Vivian  Lund,  and  a  bond  issue  would 
have  been  too  small  t  be  practical.  So 


the  town  fathers  held  a  telethon.  The 
local  cable  company  broadcast  nine 
hours  of  amateur  entertainment,  and 
Warrenville  raised  $50,000  in  cash, 
materials  and  volunteer  labor. 


The  shrinking  union  label 

Tlhe  future  looks  bleak  for  the  na- 
tion's unions.  Their  pay  raises 
lagged  inflation  in  1984  and  again  in 
the  first  nine  months  of  last  year,  ac- 
cording to  the  Bureau  of  Labor  Statis- 
tics. Just  as  important,  union  raises 
were  smaller  than  those  of  nonunion 
workers,  says  Daniel  Mitchell,  direc- 
tor of  the  Institute  of  Industrial  Rela- 
tions at  UCL  A,  in  a  report  to  the  Brook- 
ings Institution.  Union  workers  are 
still  better  paid,  Mitchell  reports,  but 
nonunion  wages  grew  5.4%  last  year, 
compared  with  3.6%  for  union  wages. 
Union  workers  now  account  for  only 
17%  of  the  U.S.  labor  force,  compared 
with  22%  in  1980  and  about  35%  in 
1945,  the  zenith  of  the  labor  move- 
ment. "Unions  simply  lost  more  in  the 


Michael  O  BncrVArchive 


Union  miners 


The  card  is  losing  its  clout. 


1980s,  in  terms  of  both  membershij 
and  wage  settlements,  than  can  b* 
explained  by  economic  circumstance: 
and  historical  relationships,"  Mitchell 
says.  The  balance  of  power  has  shiftec 
to  management  and  is  not  likely  t(j 
shift  back  soon,  he  contends.  One  real 
son  is  that  unemployment  is  still 
around  7%  and  is  much  higher  in  mani 
steel,  oil  and  mining  communities.  Sc 
bargaining  in  communications,  auta 
food  and  aerospace  is  expected  to  focus 
on  job  security  rather  than  pay  inl 
creases.  Management,  meanwhile 
hopes  to  keep  the  permanent  wage  bast 
down  with  lump-sum  bonuses  rathe 
than  raises,  and  with  two-tier  scale; 
that  pay  newer  workers  less  than  thost 
already  on  the  job. 


The  network  picture 

Are  the  TV  networks  pricing  them 
selves  out  of  the  market?  With  the 
average  30-second  prime-time  neti 
work  spot  going  for  $99,800,  only  th« 
new  ratings  leader,  NBC,  did  well  las 
year.  It  had  an  estimated  46%  of  the 
$2.4  billion  prime-time  network  mar 
ket  and  was  the  first  network  ever  tc 
have  more  than  $1  billion  in  preseai 
son  "upfront"  sales — or  sales  recorded 
before  the  fall  season  officially  began 
Sept.  23,  says  a  report  by  New  York's 
Grey  Advertising.  But  NBC's  rivals 
CBS  and  ABC,  were  so  far  behind,  sayj 
the  report,  that  overall  network  adi 
vertising  revenues  probably  fell  in  th« 
second  half  of  1985  from  the  previouj 
year — only  the  second  time  this  has 
happened.  The  networks'  share  of  the 
prime-time  audience  was  down  tc 
73%  in  the  1984-85  season,  comparec 
with  a  ten-year  peak  of  91%  in  1976* 
They  also  lost  share  in  the  children's 
market,  down  from  61%  in  1983-84  t<l 
57%  last  year  and  in  daytime  TV  over1 
all,  from  65%  to  62%.  Grey  says  198<j 
may  be  better:  The  networks  expect : 
6%  to  8%  gain  in  sales,  partly  frorri 
their  new  15-second  spots  and  partly 
from  a  projected  rise  in  ad  budgets  in 
the  packaged  goods,  soft  drinks  anc 
household  products  industries. 


How  anyone  can  go  to  jail 

Irwin  Schiff,  author  of  How  Anyom 
Can  Stop  Paying  /ncome  Taxes,  may 
not  be  autographing  copies  of  his  boot 
in  the  bookstores  this  year.  Schiff  was 
sentenced  late  last  year  to  three  years 
in  prison,  three  years  on  probation 
and  a  $30,000  fine  for  evading  $49,00C 
in  personal  income  taxes  and  failing 
to  file  a  corporate  return  in  1981  foi 
his  Connecticut  insurance  business 
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Schiff  is  not  alone.  The  IRS  says  the 
courts  handed  down  1,068  criminal 
convictions  for  what  the  taxmen  call 
"illegal  tax  protestation" — openly 
and  deliberately  evading  taxes — over 
the  last  six  fiscal  years,  half  of  them  in 
1984  and  1985.  In  addition,  in  fiscal 
1985,  18,382  protesting  taxpayers 
were  assessed  additional  taxes  and 
penalties  totaling  more  than  $144 
million.  And  another  6,603  who  filed 
"frivolous  returns"  were  fined  $500 
each.  What's  a  frivolous  return? 
Pleading  the  Fifth  Amendment  to  jus- 
tify not  reporting  income,  for  exam- 
ple, or  claiming  that  since  the  dollar  is 
not  convertible  into  gold  or  silver,  it  is 
worthless  and  therefore  not  taxable. 
In  all,  says  an  IRS  spokesman,  the 
number  of  protest  cases  in  the  IRS 
inventory  was  down  from  36,000  in 
1983  to  21,000  last  year. 


The  war  of  the  watches 

Gray  market  products — goods  pro- 
duced overseas  for  the  overseas 
market  but  sold  in  the  U.S. — have  be- 
come such  a  headache  that  some 
manufacturers  are  now  taking  a  hard 
line.  Seiko  Time  Corp.,  which  sells 
millions  of  watches  in  the  U.S.  each 
year,  has  been  running  newspaper  and 
radio  ads  in  cities  like  Rochester, 
N.Y.,  Los  Angeles,  Phoenix,  and  New 
York  warning  consumers  that  gray 
market  goods  are  not  covered  by  Sei- 
ko's warranty.  The  company  has 
spent  "tens  of  thousands  of  dollars"  in 
New  York  City  alone  and  will  contin- 
ue the  ad  campaign  "wherever  the 
need  arises,"  says  Robert  Stevens,  ad- 
vertising manager.  "In  many  cases 
[authorized]  Seiko  watches  are  much 
better  in  price  and  value,"  he  says. 
Gray  market  goods  from  a  Rochester 
store,  for  example,  were  made  be- 
tween 1979  and  1981.  The  retailer 
advertised  and  sold  them  for  $59.95, 
but  the  watches  had  dead  batteries.  A 
similar  but  new  model  under  the 
Seiko  warranty  lists  for  $69.90,  Ste- 
vens says,  only  $10  more.  How  are 
retailers  reacting?  Seiko  doesn't  much 


care.  When  one  Los  Angeles  depart- 
ment store  refused  to  discard  the  un- 
authorized Seiko  goods,  Seiko  crossed 
the  store  off  its  authorized  dealer  list. 
"We  cannot  tolerate  having  gray  mar- 
ket and  authorized  products  in  the 
same  store,"  Stevens  says. 


The  AIDS  market 

At  perhaps  $90  million  a  year,  AIDS 
.tests  now  represent  the  largest 
single  market  for  diagnostic  testing. 
Five  companies  have  Food  &  Drug 
Administration  approval  to  sell  the 
tests,  and  several  others  plan  to  enter 
the  field.  Demand  will  continue  to 
boom,  says  Kidder,  Peabody  analyst 
Peter  Drake,  as  large  numbers  of  ho- 
mosexuals and  hemophiliacs — among 
those  most  threatened  by  the  dis- 
ease— seek  regular  tests.  The  market 
is  dominated  by  the  two  earliest  en- 
trants, Abbott  Laboratories  and  Elec- 
tro-Nucleonics of  Fairfield,  N.J.  Also 
selling  tests  are  Litton  Bionetics  and 
two  joint  ventures,  one  between  Bax- 
ter Travenol  Laboratories  and  Genen- 
tech,  and  the  other  between  Du  Pont 
and  Biotech  Research  Laboratories. 
Now  American  Bionetics  in  Emery- 
ville, Calif,  will  seek  FDA  approval  on 
a  test  that,  unlike  others,  does  not 
require  an  expensive  analyzer  to  run. 
Instead,  a  strip  of  paper  is  immersed 
in  blood  serum,  then  washed  in  a  cata- 
lytic agent  that  leaves  a  distinctive 
narrow  band  if  the  AIDS  antibody  is 
present.  It  could  allow  individuals  to 
be  tested  on  an  outpatient  basis, 
where  volume  is  not  usually  great 
enough  for  expensive  machinery. 
That  could  fuel  the  argument  for  us- 
ing AIDS  tests  more  widely,  for  exam- 
ple, in  employment  physicals  and 
marriage  licensing. 


S-t-r-e-t-c-h 

Iimousines  are  getting  longer  and 
I  longer.  There's  Show  Cars'  60-foot 
limo  in  Corona  del  Mar,  Calif,  and 
Ultra  Limousine  Corp.'s  48-footer  in 


La  Palma,  Calif.  There's  a  new  one  in 
Detroit,  dubbed  the  Ultra  One  by  its 
owner,  Ultra  Limousine  Co.  (which  is 
associated  with  the  La  Palma  firm). 
The  Ultra  One  at  36  feet,  has  been  in 
service  since  November,  and  the  com- 
pany says  it  is  booked  solidly  on 
weekends,  despite  rates  of  up  to  $150 
an  hour.  The  modified  eight-cylinder 
Lincoln  town  car  has  two  bars,  two 
television  sets,  a  videocassette  record- 
er hookup,  two  sun  roofs  and  a  rumble 
seat.  Inside,  14  can  travel  "comfort- 
ably," says  Matt  Canzano,  whose 
family  runs  the  business.  "It  gets  a  lot 
of  use — and  it's  fun." 


That  they  may  see 

Some  42  million  people  worldwide 
suffer  from  blindness,  but  scien- 
tists believe  33  million  of  those  cases 
either  can  be  cured  or  could  have  been 
prevented.  Dr.  Lawrence  Brilliant,  a 
physician  and  entrepreneur  who 
worked  on  the  World  Health  Organi- 
zation campaign  to  wipe  out  smallpox 
in  the  1970s,  is  determined  to  help.  In 
1984  Brilliant  donated  5%  of  the 
stock  of  his  NETI  Technologies,  Inc., 
a  Vancouver,  B.C.  videoconferencing 
company,  to  the  Seva  Foundation,  a 
Chelsea,  Mich,  organization  that 
funds  blindness  prevention  and  treat- 
ment in  the  Third  World.  The  stock, 
now  worth  $2.5  million,  pays  Seva's 
administrative  costs  and  helped  at- 
tract $2.4  million  worth  of  donations 
in  kind  last  year  from  pharmaceutical 
companies  like  Alcon  Laboratories, 
Inc.,  Allergan  Pharmaceuticals,  Inc., 
Ethicon,  Inc.  and  CooperVision,  Inc. 
Seva  was  started  in  1978  with  a 
$5,000  donation  from  Apple  Comput- 
er cofounder  Steven  Jobs.  Since  then  it 
has  raised  $5.5  million  for  programs 
in  India  and  Nepal  that  the  founda- 
tion says  cured  50,000  cases  of  blind- 
ness. In  India — where  removing  cata- 
racts costs  only  $15  per  person — one 
Seva  program  alone  now  provides 
25,000  operations  a  year,  two-thirds 
of  them  at  no  cost  to  patients. 


The  Ultra  One 

Ultra  long,  ultra  high  rates. 
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To  get  a  good 
idea  ol  what 
a  great  idea 
we  have  in 
Image 
Watches 
paste 
your  color 
logo  here 
OR  EVEN 
BETTER 

Send  us 

your  color  logo 

(Any  size  letterhead,  photo,  brochure,  artwork) 

along  with  $14.50  and  we'll 
rush  you  a  personalized 
working  watch  sample 
as  our  convincerl 

Your  company  logo  in  lull  color  is  the  dial 
of  a  handsome  wristwatch.  Goldentone 
case,  leather  strap,  jeweled  Swiss 
movement  with  1  year  limited  warranty 
Men's  and  women's  sizes.  Remarkably 
inexpensive  even  in  small  quantities. 

IMAGE  WATCHES 

(manufacturers) 
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Why  Victor  is  not  smiling 

Tlhe  last  time  Forbes  looked  in  on 
Victor  Posner's  raggedy  empire,  he 
had  taken  control  of  54%  of  Fischbach 
Corp.,  the  country's  largest  electrical 
contractor.  But,  surprisingly,  he  was 
not  sucking  money  out  of  the  com- 
pany in  his  traditional  way  (Dec.  16, 
1985).  Posner  had  even  signed  19  of 
Fischbach's  top  people  to  employ- 
ment contracts  and  agreed  to  let  Presi- 
dent Alfred  Manville  run  the  com- 
pany as  before. 


I  PLBt'nmjnn  Newsphoios 
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Victor  Posner 

Aetna's  bond  is  his  word. 

Why  was  Posner  behaving  like  a 
gentleman?  Forbes  speculated  he 
wanted  one  sound  company  in  his 
portfolio.  We  should  have  known. 

The  real  check  on  Posner's  behav- 
ior, we  have  learned,  is  that  Aetna 
Life  &  Casualty  Co.  imposed  condi- 
tions before  it  would  issue  perfor- 
mance guarantees  for  Fischbach, 
without  which  Fischbach  could  not 
bid  on  major  jobs.  Aetna  took  over  the 
Fischbach  business  last  November  af- 
ter the  Chubb  Corp.  dropped  the  ac- 
count. Chubb  did  not  want  to  deal 
with  Posner. 

If  Aetna  can  keep  Posner's  fingers 
out  of  Fischbach's  till,  the  company's 
minority  stockholders  might  even  get 
a  break — or  at  least  a  more  palatable 
controlling  shareholder.  Posner  bor- 
rowed heavily  to  buy  Fischbach,  and 
$56  million  of  the  debt  is  due  on  Jan. 
1,  1988.  Who  knows?  If  Posner  can't 
get  his  hands  on  Fischbach's  assets,  he 
might  sell  his  stock. 


Now,  gold  U.S.  coins 

IjlT  ill  the  U.S.  ever  return  to  the 
WW  gold  standard?  It's  unlikely,  but  it 

remains  the  fond  hope  of  some  econo- 
mists and  politicians  (Forbes,  Sept.  23, 
5).  Many  look  to  the  Gold  Bullion 
oin  Act,  signed  into  law  by  Presi- 


dent Reagan  late  last  year,  for — if  notl 
a  gold  standard — an  "alternative  cur-| 
rency."  Starting  in  October,  the  U.S. 
government  will  mint  four  gold  coins 
in  sizes  of  up  to  one  troy  ounce.  (Gold 
U.S.  coins  have  not  circulated  since 
the  early  Thirties.) 

The  legislation  was  backed  by  an 
unlikely  alliance  of  conservatives  and 
liberals — gold  producers,  coin  collec- 
tors, goldbugs  such  as  New  York  Rep- 
resentative Jack  Kemp  and  California 
Representative  Jerry  Lewis,  as  well  as 
the  foes  of  apartheid,  who  do  not  want 
Americans  buying  Krugerrands  from 
South  Africa. 

"We  are  creating  this  gold  coinage 
as  a  first  step  toward  a  completely  free 
and  competitive  monetary  regime,' 
says  Lewis.  "People  can  have  some- 
thing to  choose  as  money  that  is  basec 
on  more  than  the  whim  of  politicians 
and  central  bankers." 

Lewis  says  the  coins  will  boost  U.S. 
gold  production  and  help  stem  $1  bil- 
lion a  year  in  domestic  demand  foi 
foreign  coins,  which  aggravates  the 
trade  deficit.  The  coins  will  sell  at 
market  value — $326  an  ounce  cur 
rently.  The  bill  requires  minting  frorr 
gold  extracted  from  U.S.  mines  with 
in  the  preceding  year.  If  U.S.  produc 
tion  is  too  low,  then  the  Treasury 
must  supply  the  gold  from  its  owr 
263  million  ounces  of  reserves. 

That's  what  worries  critics  of  the 
new  law.  "The  danger  with  this  bill  is 
that  it  doesn't  have  any  limit  as  tc 
how  much  the  Treasury  should  sell,' 
says  Martin  Armstrong,  chairman  o 
Princeton  Economic  Consultants 
"The  U.S.  could  become  the  majo: 
supplier  of  gold  for  the  investmen 
community."  That  would  cause 
drain  of  U.S.  gold  reserves,  he  says. 


Gold  at  Fort  Knox 
Draining  U.S.  gold  reserves  by  law 
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U.S.  mines  will  produce  an  estimat- 
ed 3  million  ounces  of  gold  in  1986. 
Armstrong  worries  that  much  of  that 
is  already  committed  to  gold  dealers. 
What  will  demand  be?  Krugerrand 
sales  averaged  3.8  million  ounces  an- 
nually from  1978  to  1984.  Armstrong 
thinks  at  least  4  million  ounces  of  the 
new  U.S.  coins  will  sell  the  first  year 
and  10  million  in  later  years,  and  that 
the  Treasury  would  have  to  sell  more 
than  2  million  ounces  of  gold  the  first 
year  alone. 

Then,  he  asks,  suppose  a  revolution 
in  South  Africa  disrupts  gold  produc- 
tion? What  if  the  Swiss  Bank,  say, 
orders  15,000  ounces  of  U.S.  gold  in 
one  shot? 

Some  of  the  bill's  proponents  say 
Armstrong's  fears  are  greatly  exagger- 
ated. "If  [the  Treasury]  sells  2  million 
ounces  in  1987,  they'll  have  done  an 
outstanding  job,"  says  John  Lutley, 
director  of  the  Gold  Institute,  an  in- 
ternational trade  association. 


The  freedom  fliers 

A year  and  a  half  ago,  to  introduce  its 
,new  518-room  hotel  in  Houston, 
the  Inter-Continental  hotel  chain 
came  up  with  a  giveaway  to  end  them 
all:  Five  nights  in  the  hotel  (not  neces- 
sarily consecutive)  gave  the  guest  a 
free  round-trip  to  Europe  via  Pan  Am 
(Forbes,  Apr.  23,  1984). 

In  three  weeks,  900  reservations 
were  in  hand,  and  the  chain  extended 
the  offer  to  all  seven  of  its  U.S.  hotels 
(also  extending  the  required  stay  to 
seven  nights). 

The  flying  freebie  is  paying  off.  In- 
ter-Continental's Mark  Hopkins  in 
San  Francisco,  for  example,  added 
25%  to  its  fiscal  1984  occupancy  rate, 
raising  it  to  77%,  according  to  Joseph 
Smyth,  the  chain's  senior  marketing 
vice  president,  who  dreamed  up  the 
free  trip  idea. 

Now  Smyth  has  signed  on  three 
more  hotel  chains — Ritz-Carlton 
with  five  hotels,  Fairmont  with  two 
and  Regent  with  the  Chicago  Mayfair. 
(The  last  recently  acquired  the  Bever- 
ly Wilshire  in  Beverly  Hills  and  may 
add  it  in,  too.)  Inter-Continental  will 
add  the  Willard  in  Washington,  D.C. 
next  year,  bringing  to  17  the  grand 
total  offering  free  trips  to  Europe.  The 
required  stay  has  gone  from  seven  to 
eight  nights  (still  not  necessarily  con- 
secutive, nor  in  the  same  hotel).  The 
fliers  may  travel  by  American  Air- 
lines as  well  as  Pan  Am. 

As  a  final  fillip,  the  traveler  can  stay 
16  nights  at  any  of  the  hotels  and  fly 
free  to  Europe  and  back  with  a  friend. 
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13  HOURS  FASTER 
THAN  BRITISH  AIRWAYS. 

18  HOURS  FASTER 
THAN  KLM. 

15  HOURS  FASTER 
THAN  LUFTHANSA. 

NOBODY'S 
FASTER  TO  SOUTH  AFRICA 
THAN  SAA* 


Five  times  a  week,  SAA  flies  direct  from  New  York  to  South  Africa. 
Every  other  airline's  747  flights  detour  through  Europe.  And  cost  you  up 
to  18  hours  in  lost  travel  time.  See  your  travel  agent  or  call  us  now,  and 
get  down  to  business  the  fastest  way  with  SAA. 


Vestige 


Join  the  SAA  Prestige  Club,  and  your 
savings  continue  on  the  ground. 

Enjoy  room  upgrades  and  even  free  nights  at 
■  fine  hotels  Drive  the  first  two  days  free  in  a 
Hertz  or  Avis  rental  car.  Use  discounts  at  our 
world-famous  game  reserves.  Prestige  Club 
membership  is  complimentary  and  automatically  enrolls  you  in  SAA's 
Frequent  Flyer  Program.  To  join,  simply  return  this  coupon,  or  telephone 
1-800-SAA-CLUB.  In  New  York,  dial  212-593-1883. 


•Based  on  schedules  published  in  International  OAG. 
November  1985  edition  using  New  York  City  as  gateway 


Please  send  color  brochures  and  a  Prestige  Club  application, 
understand  that  membership  is  free  and  entitles  me  to  full  benefits 
when  I  fly  the  fastest  airline  to  South  Africa. 
South  African  Airways,  900  Third  Ave.,  New  York,  NY  10022. 


Name . 


Address . 
City  


State . 


Zip. 


SOUTH  AFRICAN  AIRWAYS 
...we  make  the  difference 


FB12786 
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Readers  Say 


Penny  wise 

Sir:  Your  cover  story  about  Hojo  (Dec. 
30,  1985)  was  no  surprise  to  me.  My 
late  wife  and  I  traveled  by  automobile 
and  we  frequently  found  ourselves  at 
Howard  Johnson  for  lunch  because  it 
was  a  convenient  stop.  When  Imperial 
Group  took  over,  they  removed  the 
place-setting  paper  doilies  and  placed 
the  knives  and  forks,  etc.  on  the  bare 
table  recently  swabbed  with  a  well- 
used  wiping  cloth. 

I  filled  out  one  of  their  "comment" 
cards  and  it  changed  nothing. 
— Geo.  II.  Montgomery 
Harrington,  R.I. 


Long-term  risk 

Sir:  Your  article  "The  CRIBs  age" 
(Nov.  18,  19X5)  fails  to  discuss  the 
clement  of  risk.  I'm  not  so  sure  I 
would  be  willing  to  entrust  my  funds 
for  a  child's  education  to  any  but  a 
handful  of  private  colleges  for  a  period 
of  five,  ten  or  more  years,  even  for  a 
so-called  17.5%  rate  of  return. 
— Thomas  M.  Heath 
Downers  Grove,  111. 


Educating  educators 

Sir:  Thank  you  for  "Grade  A  Educa- 
tion Secretary"  (Fact  and  Comment  II, 
Dec.  16,  19X5).  We  seem  to  be  getting 
high  grades  outside  of  the  education 
establishment. 
— William  Bennett 
Secretary  of  Education 
Washington,  D  C. 


Looking  to  future 

Sir:  Re  "Hasn't  'Have  A  Nice  Day' 
had  its  day?"  (Fact  and  Comment,  Dec. 
16,  1985).  For  every  "Have  a  nice  day" 
that  I  receive,  I  respond  with,  "Have  a 
better  tomorrow." 
— Lewis  A.  Fnstedt 
Los  Angeles,  Calif. 


Don't  blame  tax  cuts 

Sir:  Much  nonsense  is  being  broad- 
cast [but  not  by  Forbes]  that  govern- 
ment revenues  have  been  reduced  by 
the  1981  tax  cut. 

Nothing  is  further  from  the  truth. 
In  1983  federal  revenues  were  S599 
billion.  In  1984  "the  take"  was  ,666 


billion.  The  1985  estimate  is  $737 
billion.  The  Congressional  Budget  Of- 
fice projects  that  in  1989  the  federal 
take  will  be  $1,013  billion.  In  the  21 
years  prior  to  1968,  government 
spending  as  a  percentage  of  national 
production  was  essentially  the  same 
as  government  revenues.  In  the  next 
ten  years,  the  deficit  was  always  in 
excess  of  2%  of  total  GNP,  and  in  the 
eight  years  since  1977,  the  average  has 
been  a  breathtaking  3.5%. 

The  solution  is  also  obvious:  Hold 
spending  flat  until  the  growth  of  our 
economy  brings  revenues  up  to  our 
current  spending  level. 

And  exercise  a  little  common  sense 
thereafter. 
—Marshall  Wright 
Cleveland,  Ohio 


Riding  high 

Sir:  Just  a  note  to  thank  you  for  the 
special  "Two  To  See"  article  (Fact  and 
Comment,  Dec.  16,  1985)  As  my  wife 
and  I  were  riding  into  New  York,  I 
read  Forbes'  endorsement  of  the 
space  shuttle  movie  at  the  American 
Museum  of  Natural  History.  We  went 
directly  there  and  enjoyed  our  ride 
with  Sally  Ride. 
— lames  Champlin  Burbank 


Mystic,  Conn. 

Shelly  Kalz/Black  Sur 


Shuttle  Pilot  Sally  Ride 


Poor  tax 

Sir:  A  recent  study  published  by  the 
Federal  Reserve  Board  of  New  York 
confirms  your  statement  "A  tariff  or 
quota  is  simply  a  tax  on  consumers" 

(Fact  and  Comment  11,  Oct.  21,  1985). 
Taking  the  existing  or  recent  re- 
straints on  cars,  sugar  and  clothing 
alone,  the  cost  to  lower-income  fam- 
ilies is  calculated  at  the  equivalent  of 
a  23%  income  tax  surcharge;  for 
wealthy  families,  only  3%. 

Surely  this  kind  of  regressive  tax  is 


something  that  both  Republicans  and 
Democrats  should  rally  against. 
— Peter  V.  Handal 
New  York,  NY. 


Medians  match 

Sir:  Readers  with  perfect  pitch  should 
not  have  been  at  all  surprised  by  the 
upcoming  acquisition  of  NBC  by 
General  Electric  through  their  take- 
over of  RCA.  After  all,  the  NBC  tune 
has  always  been  GEC. 
— Wood/in  V.  Ligon  Jr. 
Schenectady,  N.  Y. 


If  imitation  is  flattery  . . . 

Sir:  In  your  comments  on  Trivial  Pusfej 
suit  (Fact  and  Comment,  Dec.  16.  1985* 
you  made  reference  to  the  "Pursuit 
Business  version";  there  is  no  such 
edition  of  Trivial  Pursuit.  The  game 
you  quote  is  not  the  real  thing,  but 
apparently  just  one  of  the  many  imita- 
tions riding  on  the  coattails  provided 
by  the  game  that  started  it  all.  Trivial 
Pursuit,  though,  turned  out  to  be  the 
principal  beneficiary  of  your  review. 
— -John  W.  Nason 
Vice  Preside//!. 
Selchow  &  Righter  Co. 
Bay  Shore,  NY. 


Rich  class 

Sir:  Just  a  wee  bit  of  trivia  for  The 
Forbes  Four  Hundred  for  1986:  Bar- 
bara Cox  Anthony  and  John  William 
Berry  were  classmates  in  the  fourth- 
grade  class  at  Harman  School  in  Oak- 
wood  (Dayton,  Ohio).  I  doubt  if  any 
class  can  equal  this. 
—J  R.  McGregor 
Dayton,  Ohio 


They're  on 

Sir:  We  believe  that  AGS  has  been 

accidentally   left   off   your   Up  &i 

Comers  200  list  (Nor.  4.  1985).  We 

were  listed  in  1983;  our  results  since 

have  continued  our  past  record. 

— Laurence  J.  Scboenherg 

Chairman, 

AGS  Computers,  Inc 

Mountainside,  N.J. 

Reader  Schoenherg  is  right:  AGS  should 
Ixive  been  on  the  list. — Ed. 
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Is  there  a  costly  materials  handling 
maze  in  your  plant? 


LutoCon  can  unravel 
t  for  you  and  add 
nillions  to  your 
lottom  line. 


utoCon  is  a  "just  in  time" 
Materials  handling  firm  that 
ses  ingenious  systems  steeped 
1  technology  to  eliminate  mate 


rials  handling  problems  for  a 
broad  range  of  industries. 
Millions  of  dollars  can  be  added 
to  protits  bv  eliminating  over 
and  undershipments  of  materials, 
lost,  late  or  wrong  shipments — 
the  kinds  of  problems  that  can 
shut  down  a  production  line. 
Additional  savings  are  realized 
through  improved  production 
scheduling,  reallocation  of  labor 
and  the  avoidance  of  extra 
shipping  costs. 


AutoCon  starts  quickly  too,  its 
turnkey  system  can  be  in  full 
operation  in  any  area  of  the 
Continental  United  States  60  days 
from  the  agreement  to  proceed. 

Call  Russ  Gilmore,  President, 
at  513/253-3297  for 
more  information. 


P.O.  Box  2107,  043  Woodley  Road 
Dayton,  Ohio  45401 


iThe  Smart  Office  from  IBM 


Until  youVe  got  the  softwar* 
you  haven't  got  the  system. 

We  Ye  the  last  people  on  earth 
who'd  ever  slight  computer  hardware. 
(Even  slightly.) 

But,  the  truth  is,  an 
office  system  is  more 
than  just  hardware  of 
the  highest -tech.  You Ve 
got  to  have  software 
to  make  the  system  run. 
Software  to  make  the  system 
produce.  Software  to  make  the 
system  a  system. 

And  have  it  you  do— in  The 
Smart  Office  from  IBM. 

To  wit. 

Our  Personal  Decision  Series  software  helps  people 
who  use  IBM  Personal  Computers  get  the  most  out  of 
their  Smart  Desks  by  letting  them  choose  from  several 
powerful  application  programs.  There's  one  for  words, 
one  for  data,  one  for  graphics,  one  for  planning.  You  can 
even  combine  programs  by  just  plunking  a  couple  of  keys 

Then,  of  course,  there's  DisplayWrite,  the  IBM  soft- 
that's    me  for  word  processing  roughly  what  the 
padd   did      canoeing.  And  since  we  now  have 
Display  Writ       dons  specifically  for  our  PCs,  our 
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System/36  minicomputers  and  our 

System/370  mainframes,  people 
almost  anywhere  in  the  data 
stream  can  enjoy  document 
creation,  revision,  automatic 
pagination  and  electronic 
proofreading. 

Another  of  our  favorites 
is  the  IBM  Personal  Services 
package,  which  lets  you  send 
memos  and  messages  to  any 
other  part  of  The  Smart  Office 
(as  well  as  to  several  other  parts 
of  the  world).  It  also  does  a 
nifty  job  of  keeping  your 
calendar  straight. 
Finally,  this  comforting  thought. 
Smart  Office  software  is  designed  to  work  wonders 
h  both  the  IBM  hardware  you  buy  today  and  the  hard- 
re  you'll  buy  tomorrow.  And  to  put  your  mind  even  more 
3ase,  there's  our  famous  IBM  service  and  support. 
For  more  information  on  The  Smart  Office,  just  contact 
lr  IBM  marketing  representative.  Or,  for  brochures, 
1 1 800 IBM-2468,  Ext.  7/YW. 
Either  way,  we'll  make  sure  you  get  the  hard  facts- 
hiding  all  of  the  soft  ones. 


The  way  we  put  it  all  together 
is  what  sets  us  apart 


Want  to  see  race  track  technology 
that  may  save  your  life? 


Warner-Ishi,  a  Borg-Warner/IHI  joint  venture,  uses  turbocharger  technology  ^fl  BorgWarner 

developed  for  racing  to  provide  the  on-demand  acceleration  power  too  often  lacking  in  1^ 
todays  smaller  passenger  cars.  That's  todays  Borg-Warner.  Diversified  for  financial 

stability.  A  company  worth  watching. 


Watch 

"^org-Warner 

©  1986  Borg-Wamer  Corporation 

n  annual  report  write:  Borg-Warner,  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60604. 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THOSE  GOVERNING  ANYWHERE  WHO  THINK 

terrorists  and  extremists  can  be  appeased  away  are  wrong. 
And  they  are  very  apt  to  be  dead  wrong. 

THE  DOLLAR'S  LONG,  DIZZYING  HIGH  ABROAD  REALLY  HURT 


American  companies  that  have  exports  as  an  important 
part  of  their  sales  mix.  For  sure,  though,  the  burden  of 
sales  overseas,  with  prices  based  on  an  overvalued  dollar, 
made  U.S.  companies  that  wanted  to  hang  in  there 
knock  down  their  costs  with  brass  knuckles. 

It's  made  them  invest  in  anything  and  everything  that 
would  produce  cost  efficiencies.  As  a  result  of  having 
assumptions  and  complacencies  about  overseas  market- 
places so  jolted  by  competition,  U.S.  companies  cranked 
back  up  to  compete  in  that  tough  arena. 


Now  that  the  buck  has  slid  (and  will  slide  some  more), 
it's  European  companies  that  have  grown  accustomed  to 
easy  marketing  because  of  our  high  dollar.  Now  they're 
the  ones  behind  the  competitive  eight  ball. 

Without  the  too-strong  dollar  to  lean  on,  their  easy 
pickings  will  be  leaner. 

Our  now  more  sharply  honed  companies  will  have 
gradually  greater  market  shares. 

Like  nature's  winds,  economic  winds  change  velocity. 
Weak  sails  shred,  while  strong,  fresh  ones  fill. 


AMONG  ALL  THE  INVESTMENTS  THAT  GLITTER 

gold  isn't. 

OUR  LIABILITY  SUITS  AND  AWARDS  ARE  NOW  SO  INSANE 


that  liability  insurance  is  increasingly  either  unattain- 
able at  all  or  at  such  cost  as  to  be  unaffordable. 

More  and  more  lines  of  reinsurance  can't  be  had  at  any 
price  from  Lloyd's  or  anywhere. 

How  could  it  be  otherwise  when  you  look  at  such 
utterly  mad  awards  as  these — 

•  A  man  robbing  a  school  falls  through  a  skylight  and 
an  insurance  company  is  ordered  to  pay  him  $260,000 
plus  $1,500  a  month. 

•  Sears  sells  a  lawnmower,  and  the  fat  man  with  a 
heart  condition  who  bought  it  has  a  heart  attack  starting 
the  mower  and  is  awarded  $1.8  million. 

•  A  man  in  a  telephone  booth  is  injured  when  a  drunken 
driver  hits  it,  and  California's  Chief  Justice  Rose  Bird  holds 


the  company  that  designed  the  booth  liable. 

From  doctors  and  hospitals  to  bars  and  restaurants,  from 
immunization  programs  to  child-care  centers,  liability 
insurance  is  virtually  beyond  price. 

There's  a  remedy,  and  it  had  better  be  applied  quick  on 
federal  and  state  levels.  These  personal  liability  suits  have 
to  have  ceilings  set,  both  as  to  awards  and  lawyers'  cuts. 

With  lawyers  predominating  in  legislatures,  it'll  be  tough 
going.  But  unless  it's  done,  it  will  be  T.S.  for  everyone — the 
insured,  who  no  longer  can  be,-  the  insurers,  who  no  longer 
can;  the  injured  with  a  case  on  the  one  hand,  and  the  lawyers 
waxing  fat  on  award  overkill  on  the  other. 

Prompt  adoption  of  English  common  law  in  this  area  is 
the  way  to  go  (see  Other  Comments,  p. 20). 
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11  YEARS  AGO:  THE  ATLANTIC  PROJECT 

Reprinted  from  The  Bullseye,  at  the  Marine  Corps  Air  Station,  El  Tow,  Calif. 


On  Tuesday  morning,  Jan.  7,  1975,  the  Register  carried 
the  headline  "Balloon  Tragedy  Averted,"  and  featured 
photos  of  the  disastrous  failure  of  the  Atlantic  Project.  Few 
will  forget  the  parade  of  balloons  reaching  high  into  the 
night  sky  outside  of  Hangar  One  in  a  colossal  assemblage 
designed  to  attempt  what  had  never  been  achieved  before. 
Malcolm  Forbes  was  attempting  to  be  the  first  to  cross  the 
Atlantic  Ocean  in  a  gas  balloon  airship. 

Forbes  had  become  an  internationally  known  balloonist 
holding  six  world  records  in  the  first  year  of  his  incursion 
into  the  sport.  Accompanying  Forbes  in  his  specially  de- 
signed pressurized  gondola  was  to  be  Dr.  Thomas  Hein- 
sheimer,  a  distinguished  aerospace  scientist  with  an  ex- 
tensive background  in  scientific  research  using  balloon- 
borne  instruments.  The  plan  was  to  rise  to  an  elevation  of 
approximately  40,000  feet  into  the  jet  stream,  and  cross 
the  U.S.  as  a  test  run,  in  36  to  48  hours'  time.  Assuming 
the  flight  checked  out  satisfactorily,  the  balloons  would 
continue  across  the  Atlantic,  probably  landing  in  southern 
France  or  northern  Africa  in  four  to  seven  days'  time. 

The  unique  balloon  design  that  would  carry  the  gondola 
aloft  employed  four  separate  clusters  of  three  balloons 
each,  plus  a  13th  balloon  above  the  top  tier.  The  60-story- 
high  balloon  structure,  named  Windborne,  was  dubbed  a 
"floating  weather  tower"  and  contained  a  sophisticated 
payload  of  ten  major  atmospheric  experiments  sponsored 
by  NASA,  UCLA,  France's  National  Center  for  Scientific 
Research  (CNRS),  and  Forbes  Magazine's  Atlantic  Project. 

While  each  of  the  experiments  had  its  own  unique 
purpose,  what  was  sought  ultimately  was  the  interre- 
lationship of  factors  discovered  through  tests  upon  the 
winds,  temperatures,  radiation,  atmospheric  waves,  aero- 
dynamic noise  and  perhaps  even  undiscovered  compo- 
nents of  the  upper  atmosphere. 

"Never  before  has  there  been  a  manned  vehicle  with  the 
ability  of  Windborne  to  'linger'  in  the  upper  altitudes  and 
literally  become  part  of  the  atmosphere,"  Forbes  stated, 
and  thus  he  declared  the  unique  importance  of  the  flight. 

Four  a.m.  was  selected  to  be  the  launch  time  for  the  flight 
to  take  advantage  of  favorable  winds  and  the  critical  launch 


Photographs  bv  Tony  Korodv/Svgma 


Reprinted  from  Fact  and  Comment 
Forbes,  Jan.  15,  1975 

Ready  for  takeoff  at  Santa  Ana,  Calif.,  Dr.  Tom 
Heinsheimer  and  I  were  crouched  on  the  floor  of 
Forbes  Magazine's  transatlantic  balloon,  Windborne. 
We  were  seat-belted  to  the  gondola's  center  column, 
helmets  on,  when  three  quick,  successive,  unsched- 
uled jerks  telegraphed  that  the  launch  was  in  trouble. 
Seconds  later  the  crunch  came,  and  we  were  tumbling 
along  the  Marine  Corps'  concrete  runway. 

At  the  instant  of  impact,  my  first  feeling  was  of 
excruciating  disappointment  that  our  long  dream  of  a 
transatlantic  balloon  flight  was  over  for  now. 

Then,  along  with  a  flood  of  water  from  the  ruptured 
ballast  tanks,  came  arushingawareness  that  if  we  were 
now  lifted  into  the  air  with  all  systems  damaged  the 
dangers  were  great,  while  at  any  moment,  bashing 
along  the  ground,  the  liquid  oxygen  containers  could 
rupture  and,  in  the  instant  fire  which  would  result, 
Tom  and  I  would  have  made  a  Trip  for  sure. 

The  swift,  cool  action  of  our  French  launch  director 
and  space  scientist,  Jean  Pierre  Pommereau,  in  reach- 
ing the  gondola  and  pulling  the  outside  balloon  re- 
lease, saved  our  lives. 

Swiftly,  firemen  opened  the  hatches  (we  were  pres- 
surized and  could  not  have  done  so  from  the  inside )  and 
we  were  out — shook,  safe,  unhappy,  happy. 

The  first  effort  of  the  thirteenth  attempt  to  cross  the 
Atlantic  by  balloon  didn't  get  off  the  ground. 

We  hope  to  do  better  next  time. 
Denouement: 

Astrology  isn't  something  I'm  into,  but  while  await- 
ing the  transatlantic  balloon  attempt,  the  Los  Angeles 
Times  Jan.  1,  1975  column  on  the  subject  under  my 
sign,  Leo,  advised: 

"Find  cheaper  and  faster  forms  of  transportation." 


procedures  which  required  stable  wind  conditions.  The 
launch  crews  pulled  the  long  assemblage  from  the  hangar  as 
the  crew  conducted  a  last  minute  press  conference.  Forbes 
acknowledged  the  certain  dangers  of  the  flight  but  with 
confidence  traced  the  flight  path  of  the  voyage  and  conclud- 
ed with  a  wave  and  the  salute,  "I'll  see  you  in  Paris." 

The  launch  procedures  involved  a  system  of  five  ground 
vehicles,  each  weighted  to  transport  a  three-balloon  clus- 
ter into  the  launch  position.  But  the  flight  seemed  doomed 
from  the  beginning. 
The  first  balloon  was  slowly  released  from  its  mooring 

( left ,  top )  Balloon  riggings  tested  at  El  Toro,  Calif,  's  dirigible  hangar. 
(left,  below)  Moments  before  the  launch,  Windborne's  13  balloons. 
(  right  )  With  unrestrained  balloons,  the  gondola  rolls  dangerously. 
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to  float  skyward,  then  the  first  cluster,  also 
without  a  hitch.  But  as  the  second  cluster  was 
being  released  slowly  skyward,  something 
snapped  and  it  suddenly  shot  up.  The  ground 
crew  grabbed  desperately  at  the  third  cluster  to 
keep  it  too  from  breaking  loose  and  perhaps 
setting  off  a  chain  reaction  that  would  create  a 
disaster.  The  launch  was  then  put  on  hold  as 
the  winds  came  up. 

As  the  launch  proceeded  forty-five  minutes 
later,  a  strong  gust  of  wind  tore  into  the  entire 
cluster  of  13  balloons.  The  remaining  two 
clusters  on  the  ground  suddenly  tore  loose 
from  two  remaining  carts  that  served  as  moor- 
ing facilities.  As  the  assembled  crowd  watched 

As  Windborne  would  have  looked. 


in  horror,  the  gondola  was  pulled  across  the 
runway  tumbling  and  skidding  along  the 
ground. 

In  a  desperate  attempt  without  regard  for  his 
own  safety,  Jean  Pierre  Pommereau,  the  launch 
director,  jumped  atop  the  wildly  spinning  gon- 
dola and  reached  the  release  lever  that  cut  the 
balloons  free.  The  13  balloons  floated  off  into 
the  night  followed  by  searchlights.  Forbes  and 
Heinsheimer-  opened  the  gondola  door  and 
stepped  out  unhurt.  The  near  fatal  attempt  had 
ended  in  failure.  .  .  . 

Around  the  World  on  Hot  Air  and  Two  Wheels  has  a 
chapter  on  this  near-disastrous  adventure  as  well  as 
multiple  other  MSF  balloon  and  motorcycle  safaris  all 
over  the  globe  (See  p.  121.) 


SOMETHING  FOR  YOUR 

With  an  overnight  room  at  decent-to-plush  mhotels 
running  from  $65  to  $165  to  $265,  putting  a  piece  of 
candy  on  the  pillow  to  take  away  the  bitter  taste  is  the 
least  one  can  expect. 

In  the  upper-bracket  hostelries,  the  wallet  bruises  of 
travelers  are  increasingly  being  soothed  with  lovely 
baskets  of  goodies  that  would  make  an  Easter  bunny 
proud.  Little  plastic  containers  (hard-to-open)  of  em- 

A  LOT  OF  PEOPLE  HAVE  TO 

open  their  mouths  to  learn  what  they  think. 


MONEY  BESIDES  A  BED 

bossed  soap;  bath  oil  or  salts  or  foaming  gels;  shampoos 
and  hair  conditioners;  mouthwashes;  hand  lotions;  tales; 
plus  sewing  kits,  shower  caps,  toothpastes,  toothbrushes 
and  razors. 

And,  you  know,  this  gamut  of  goodies  does  its  psycho- 
logical thing.  Customers  happily  bag  the  $3-to-$12  worth 
of  freebies,  feeling  they've  gotten  their  money's  worth 
from  their  pricey  overnight  pad. 

IF  YOU  DON'T  KNOW  WHERE  YOUR 

bread  is  buttered,  you  soon  don't  have  any. 


BOOKS 


•  Honorable  Men — by  Louis  Auchin- 
closs  (Houghton  Mifflin  Co.,  $15.95). 
The  latest  novel  by  Louis  Auchin- 
closs  in  a  collection  that  does  for  a 
later  couple  of  generations  what 
Proust  did  in  his  time.  Mr.  Auchin- 
closs'  deftly  delightful  insights, 
though,  can  be  savored  in  bites  that 
are  less  tiring,  less  choreful,  less  awesome  than  the 
Frenchman's  endless  feast. 

Excerpts:  Chip,  seated  with  his  mother  beneath  the 
marble  pulpit,  agreed  that  the  choir,  unseen  behind  the 
vast  screen,  was  indeed  fine,  but  when  the  Dies  Irae  was 
chanted,  he  could  think  only  of  all  those  men,  women 
and  children  savagely  butchered  for  believing  that  the 
world  had  been  created  by  the  devil.  Who  else  would 
\have  made  itl .  .  .  Everything  at  the  top  of  the  heap  isn't 
necessarily  hypocrisy.  To  tell  the  truth,  there's  probably 
no  more  of  it  there  than  at  the  bottom.  .  .  .  Matilda 
Benedict  never  trusted  a  world  in  which  she  had  had  to 
fight  for  all  the  advantages  she  had  so  signally  achieved. 
She  was  as  tall  and  rangy  as  her  husband  and  so  plain 
\that  she  used  to  say,  in  relation  to  her  four  beautiful 
children,  that  nature  had  reached  a  limit  with  her  and 
had  had  to  turn  around. 


•  In   the   American   West — by 

Richard  Avedon  (Harry  N. 
Abrams,  $40.00).  This  man's  the 
most  powerful  picturer  of  Ameri- 
ca's faces.  White  backgrounded 
starkness,  incredibly  sharp  focus, 
character  etched  in  lines,  dirt, 
warts  and  all  are  Avedon 's  only 
artifices.  An  overaddiction  to 
splatter  is  his  only  shortcoming.  The  man's  a  genius. 

Excerpt:  A  portrait  is  not  a  likeness.  There  is  no  such 
thing  as  inaccuracy  in  a  photograph.  All  photographs  are 
accurate.  None  of  them  is  the  truth. 

•  Certain  People:  A  Book  of  Por- 
traits—by Robert  Mapplethorpe 
(Twelvetrees  Press,  $50.00).  In  con- 
trast with  Avedon,  Robert  Map- 
plethorpe's  photography  is  almost 
all  artifice — contrived  contrast,  ges- 
tures, camera  angles.  He  tends 
toward  the  macabre;  he  startles, 
haunts,  grabs  the  viewer. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  's  mind.-MSF 


Litter  Shot 

Seeing  a  parked  motorist  discard  a 
crumpled  cigaret  package  on  his 
front  lawn,  a  Washington,  D.C.  sub- 
urbanite picked  up  the  rifle  he  al- 
ways kept  handy  at  the  front  door 
and  shot  him  dead.  What  other  na- 
tion's environmental  movement 
could  inspire  such  zeal? 

—Robert  Sherrill, 
Saturday  Night  Special, 

in  Washington  Journalism  Review 

Misplaced  Gloating 

The  prices  of  raw  materials — rub- 
ber, copper,  sugar — are  in  a  worldwide 
nosedive.  It's  the  1970s  in  reverse: 
OPEC  can't  hold  the  line  against  de- 
clining oil  prices.  The  international 
cartel  that  guarded  the  price  of  tin 
collapsed  in  a  flurry  of  uncollectible 
i.o.u.s  in  October. 

It's  hard  not  to  cackle  over  chickens 
coming  home  to  roost,  but  commod- 
ity deflation  is  a  mixed  blessing.  The 
gains  for  the  industrialized  economies 
are  mirrored  by  the  losses  of  raw-ma- 
terials exporters,  many  very  poor  and 
deeply  in  debt  to  Western  banks. 
Common  decency  and  self-interest  re- 
quire something  better  than  gloating. 

— New  York  Times  editorial 

Guest  Problem 

The  new  portable  video  cameras  are 
phenomenal.  The  recording  time  of  a 
roll  of  videotape  lasts  for  several 
hours  as  opposed  to  a  roll  of  camera 
film  which  has  to  be  changed  every 


few  minutes.  One  could  edit  and 
splice  home  movies,  and  even  though 
some  of  them  may  have  bored  you  to 
death,  the  potential  for  boredom  is 
much  greater  with  videotape  because 
the  tapes  can  run  for  hours.  The  edit- 
ing will  require  two  machines.  As  yet 
you  can't  splice  videotape  the  way 
you  can  reel-to-reel  audio  tape.  There- 
fore, if  a  person  has  only  one  recorder, 
his  guests  will  have  problems. 

— Tony  Schwartz,  president, 
Planned  Reactions,  Inc. 
Media  Industry  Newsletter 

No  Hoarding 

No  one  has  the  right  to  treat  the 
earth  so  unproductively  as  the  miser 
does  his  pot  of  gold. 

— Marguerite  Yourcenar, 
Memoirs  of  Hadrian 

Suit  Closet 

Q.  Do  you  see  other  technical 
progress  fin  the  year  2000/1 

A.  The  shoe  industry,  although  dis- 
appointed that  the  President  did  not 
move  to  limit  imports,  has  been  mov- 
ing ahead  fast  on  introducing  comput- 
er-aided design  and  computer-aided 
manufacturing  equipment  that  will 
allow  fast  changes  in  styles  and  keep 
inventory  at  a  minimum.  The  textile 
industry  is  doing  the  same  thing.  Be- 
fore long,  if  you  want  a  new  suit,  you 
will  be  able  to  go  into  a  small  closet 
where  sonogram  and  holographic 
equipment  takes  your  measurements 
and  sends  them  via  cable  to  the  fac- 
tory along  with  specifications  on  col- 


or, material  and  styling.  Within  a 
week,  you'll  have  your  new  suit  at  a 
cost  that  is  cheaper  than  you'll  get 
from  your  Hong  Kong  tailor. 

Such  developments  mean  we  will 
be  reducing  warehouse  space  by  as 
much  as  90%.  The  bulk  of  the  work 
force  will  be  processing  information 
or  repairing  machines,  which  is  why 
we  need  a  much  stronger  emphasis  on 
high-tech  vocational  education. 

— Marvin  Cetron,  president. 
Forecasting  International,  Ltd., 
U.S.  News  &)  World  Report 


I  don't  care  how  many  boats 
I  miss.  I  just  don't  want  to 
catch  the  one  that  sinks  me. 
— Carl  R.  Poblad,  chairman,  Mei  Corp. 


English  Liability 

It  is  the  legal  profession  that  has! 
made  a  hash  of  traditional  common 
law.  Common  law  once  awarded  "pu- 
nitive" damages  only  for  injuries  in- 
tentionally committed.  In  England,, 
this  rule  still  lives;  damages  in  negli- 
gence cases  are  seldom  above  a  few 
thousand  dollars.  It's  common  Euro- 
pean practice  to  set  up  actuarial  tables 
for  different  kinds  of  injuries.  Jurorsi 
simply  announce  whether  or  not 
there  was  negligence.  The  judge  then 
consults  the  statute,  which  indicates 
how  much  compensation  to  award. 

For  an  American  public  faced  with 
the  soaring  cost  of  litigation,  limita- 
tions of  this  sort  are  not  at  all  unrea- 
sonable. As  the  Supreme  Court  indi- 
cated by  upholding  the  California] 
limits  on  damages  and  contingency 
fees,  there  is  nothing  unconstitution- 
al about  making  the  common  law  fol- 
low common  sense. 

— Wall  Street  Journal  editorial 

No  Moses 

Charlton  Heston  is  able  to  do  some 
things  that  other  men  just  can't.  Hes- 
ton fan  Eddie  Murphy  found  out  about 
his  idol's  special  powers  on  a  visit  toj 
Heston's  home  in  Beverly  Hills — ar-| 
ranged  by  a  mutual  friend  at  the  co- 
median's request.  Eddie  eyed  the  staff! 
Heston  used  to  part  the  Red  Sea  when 
he  played  Moses  in  The  Ten  Com- 
mandments, grabbed  it  from  the  place 
of  honor,  ran  out  back  and  began 
banging  it  on  the  edge  of  Heston's 
swimming  pool. 

"Sorry,  Eddie,"  Heston  smiled.  "It 
only  works  for  me." 

— Richard  Johnson,  New  York  Post 
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THE  CHOICE  IS  CANON. 


mi  personal  to 

|h-perf ormance  copiers, 

ly  Canon  meets 

.» needs  of  every  kind  of 

siness  so  well. 

No  business  is  too  small  for 
ion.  Canon's  line  of  Personal 
tridge  Copiers  gives  you  a 
ipact,  simple  and  inexpensive  way 
"oduce  quality  copies  in  up  to  6 
rs.  What's  so  remarkable  about 
ie  copiers  is  Canon's  innovative 
aceable  cartridge  system, 
[ridges  that  contain  alt  the  key 
lents  for  making  copies  while 
latty  eliminating  maintenance. 

With  Canon's  Compact 
)iers,  you  can  expect  outstanding 
bility  and  excellent  copy  quality  in 
ipact  desktop  models.  What's  more, 
on  offers  a  multiple  choice  of 
jres  never  before  available  on  small 
e  copiers. 

For  average  copying  needs, 
on  delivers  a  wide  range  of  choices, 
ompact  System  Copiers  give  you 
ything  you  need  but  not  more  than 
want.  Everything  from  speed,  color 
zoom  to  automatic  document 
img  and  sorting.  It  is  with  this  line 
Canon  established  itself  as  a  leader 
spying  technology. 

And  when  your  business  needs 
for  optimum  performance,  the 
ice  is  automatic.  Canon's  High- 
formance  Copiers  offer  such 
histicated  automatic  features  as  two- 
id  copying  and  paper  selection,  fully 
grated  into  the  basic  design  of  the 
iers. 

Canon  takes  care  of  specialized 
ying  needs,  too.  Its  Professional 

jiers  can  reproduce  oversized 
inals  in  copies  up  to  24"  x  36". 
I  with  Canon's  color  copier,  you  get 
,  true-to-life  color  copies  up 
!"x17". 

With  the  new  Laser  Copier 

item,  Canon  brings  copying  into  the 
jr  age.  This  system  combines  Canon 
)ier  technology  with  digital  and  laser 
mologies  unlike  that  of  any  other 
ier  system.  Digital  laser  copying 
;s  you  high-quality  images,  intelligent 
ures,  automatic  features  and  a 
rtory  for  storing  copying  modes. 

Each  year,  more  businesses 
ose  Canon  copiers  for  their 
standing  performance  and  value, 
atever  your  copying  need,  the  choice 
anon. 


Canon 

Canon  U.S.A.,  Inc.,  Copier  Products  Division 

Dne  Canon  Plaza,  Lake  Success,  New  York  11042 

©!985CanonU  S  A  ,  Inc 
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Fine  Quality 
Solid.  And  Swiss. 


We're  American.  In  every  way.  Contemporary. 
Innovative.  Productive. 

But  our  Swiss  heritage  makes  us  sticklers  for 
quality.  Sticklers  fordoing  things  right. 

State-of-the-art  ideas  tempered  by  old  world 
standards. 

Good  reasons  why  you  should  have  an 
American  organization  of  Swiss  descent  protecting 
yourvalued  business. 


Good  reasons  to  choose  Zurich-American 
Insurance  Companies. 

We  create  world  class  insurance  that's  in  a  class 
by  itself. 

Come  to  Zurich-American  for  sound  business 
insurance  advice.  Vast  technical  expertise.  And  the 
financial  strength  to  protect  your  enterprise. 

You'll  find  we  speakplain  English.  But  if  you  listen 
closely,  you'l  I  hear  our  Swiss  accent  on  qual  ity. 


Zurich-American 

Creativity.  Swiss  Dependability 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
my.  American  Guaraniee  and  Liability  Insurance  Company  •  Schaumburg.  IL  60196 

THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


AFGHAN  HORRORS  CONTINUE 


The  Soviet  Union  is  sending  signals  that  it  may  want  to 
negotiate  its  way  out  of  Afghanistan.  The  U.S.  is  rightly 
pursuing  these  hints,  but  we  must  not  reduce  aid  for  the 
Afghan  freedom  fighters  or  lessen  our  support  of  the  Paki- 
stani government  (where  most  of  the  refugees  and  guerril- 
las are  based).  Such  appeasement  would  have  the  opposite 
effect  intended. 

The  only  ways,  in  fact,  to  "persuade"  the  Kremlin  to 
make  significant  concessions  are  for  the  U.S.  to  boost 
military  and  medical  supplies  to  the  guerrillas  (who  des- 
perately need  antiaircraft  missiles  and  antitank  weapons) 
and  to  put  the  spotlight  of  public  opinion  relentlessly  on 
what  the  Soviets  are  actually  doing. 

On  the  scale  of  barbarism,  what  is  happening  in  Afghani- 
stan, as  documented  by  the  United  Nations  Human  Rights 
Commission  and  numerous  other  sources,  is  starting  to 
match  what  happened  in  Cambodia  in  the  mid-1970s. 


Since  1979,  almost  1  million  Afghans  have  perished.  The 
Afghan  death  toll  would  be  proportionately  the  equivalent 
of  10  million  to  15  million  people  in  the  U.S.  Moscow  has 
systematically  destroyed  hundreds  of  Afghan  villages. 
Massacres  have  become  routine.  Creating  famine  has  be- 
come an  instrument  of  war.  The  Soviet  strategy:  Depopu- 
late by  whatever  means  necessary  those  areas  where  guer- 
rillas could  get  support. 

A  fitting  symbol  of  Moscow's  morality  in  this  war  is  its 
widespread  use  of  mines  that  look  like  toys.  These  devices 
are  explosive  enough  to  maim  but  not  to  kill.  A  wounded 
child  will  be  a  greater  burden  than  a  dead  one. 

The  U.S.  should  take  the  lead  in  publicizing  in  every 
forum  possible  what  is  happening. 

Only  then  will  the  world  become  fully  conscious  of  the 
terror  that  Moscow  is  perpetrating.  Only  then  will  Gorba- 
chev and  Co.  consider  seriously  a  pullout. 


IMPERFECT— AND  IMPACTFUL 


The  courts  may  disallow  it;  Congress  may  end  up  repeal- 
ing it.  But  for  now  Gramm-Rudman  has  changed  dramati- 
cally the  budget  psychology  in  Washington. 

Programs  that  might  have  been  expanded  are  being 
frozen.  Others  are  being  cut  back.  Fittingly,  the  oldest 
independent  agency  of  them  all,  the  Interstate  Commerce 
Commission,  is  slated  for  oblivion.  For  all  its  flaws, 
Gramm-Rudman  is  forcing  Congress  to  face  up  to  the 

BELATED 

The  recent  death  of  Roger  Maris  at  age  51  from  cancer 
brought  back  to  this  writer  vivid  memories  of  the  summer 
of  1961  when  Maris  and  Yankee  teammate  Mickey  Mantle 
were  pursuing  Babe  Ruth's  home  run  record.  I  had  made  a 
bet  with  a  summer  school  classmate  that  Mantle  would 
end  up  ahead  of  his  rival.  Three  years  before,  Maris  played 
well  until  the  last  part  of  the  season,  when  his  batting 
average  collapsed.  The  pressure  would  get  him  again,  I 
thought.  But  this  time  the  man  had  more  stuff  than  this 
then-young  baseball  fan  gave  him  credit  for. 

The  Commissioner  of  Baseball  at  the  time  didn't  cotton 
to  Ruth's  record  being  broken  and  ruled  that  Maris'  61 


problem  of  overspending  (tax  revenues  have  grown  nicely). 

Congress  may  ultimately  find  it  not  such  a  bad  idea 
giving  President  Reagan  the  power  of  the  line-item  veto. 
This  would  allow  the  nation's  chief  executive  to  reject 
particular  parts  of  those  multibillion-dollar  appropriations 
bills,  rather  than  accepting  or  rejecting  them  wholesale.  It 
is  a  power  enjoyed  by  43  state  governors. 

That  would  be  a  happy  outcome  indeed. 

PRAISE 

homers  should  in  effect  be  marked  by  an  asterisk  because 
Maris'  season  was  a  few  games  longer  than  the  Babe's. 
There  arc  no  asterisks  because  of  the  longer  football  season 
or  for  the  fact  that  pole-vaulters  now  use  a  fiberglass  pole 
rather  than  the  wooden  ones  of  old. 

It  was  moving  to  see  Maris  eulogized  by  sportswnters 
and  the  baseball  establishment  not  only  as  one  of  the 
game's  finest  players  but  as  a  man  of  genuine  character  as 
well.  During  his  active  career,  they  tended  to  dismiss  him 
as  moody  and  something  of  a  fluke. 

It  is  justice  of  sorts  that  it  was  that  commissioner,  not 
Maris,  who  became  the  true  asterisk  of  baseball  history. 
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WANG  SOLUTIONS 


wing  networking. 
Because  There's  Always 


More  Than  One  WayTo  Go. 


A  computer  network  in  a  law 
office  is  quite  different  from  a  com- 
puter network  in  a  university  or  a 
multi-national  bank.  And  in  time,  all 
three  of  those  networks  will  be  dif- 
ferent from  what  they  are  today. 

That's  why  you  need  a  network 
that's  flexible  enough  to  accommo- 
date a  wide  variety  of  needs.  And  to 
change  when  those  needs  change. 

You  can  get  that  flexible  network 
from  Wang. 
A  FLEXIBLE  FRAMEWORK. 

Wang  Systems  Networking 
(WSN)  is  more  than  a  product  or  a 
group  of  products.  It's  a  flexible 
framework  that  lets  you  integrate 
data,  text,  image,  and  messaging. 
From  PC  to  mainframe.  From 
one  end  of  your  organization  to 
the  other. 

And  because  it's  modular,  WSN 
allows  you  to  tailor  your  network 
using  a  variety  of  peer-to-peer 
transports  -  including  WangNet, 
Wang's  local  area  network,  and 
switched  or  dial-up  telephone  lines - 
as  well  as  international  protocols 
such  as  X.25. 

ALL  SYSTEMS  GO, 

Although  you  may  prefer  Wang 
applications  and  systems,  these 
systems  often  have  to  communi- 
cate with  systems  from  other 
manufacturers.  And  with  its  open 


architecture,  WSN  is  flexible 
enough  to  operate  in  a  multi-vendoi 
environment. 

For  example,  Wang  systems  can 
provide  connectivity  to  IBM's  SNA 
environment  by  emulating  particu- 
lar IBM  systems  such  as  the  3274 
and  3777  Controllers.  And  the  same 
is  true  in  the  world  of  PBX.  In  fact, 
we've  already  made  compatibility 
agreements  with  AT&T,  Northern 
Telecom,  Mitel,  GTE,  InteCom, 
Jistel  and  Siemens. 

Wang  also  offers  you  gateways  to 
other  applications  environments. 
These  include  gateways  from  the 
Wang  VS  to  PROFS  and  DISOSS, 
IBM  document  exchange  products, 
and  to  AT&T's  UNIX  environment. 
CALL  FOR  THE  WANG 
SOLUTION. 

The  Wang  Systems  Networking 
story  is  an  extensive  one.  And  it's 
all  described  in  a  36-page  booklet 
entitled  Wang  on  Networking: 
Integrated  Solutions  for  Business 
Communications. 

For  your  free  copy,  call  us  today 
at  1-800-225-9264. 


WANG 
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What's  Ahead  for  Business 


Edited  by  Howard  Banks 


RAISE  HIGH  THE  ROOF  BEAMS,  VOLCKER 


Mortgage  rates 
have  fallen, 
but  so  have 

housing  starts 


Where  the  pain 
is,  and  where 
it  isn't 


Fewer  can 
(or  want  to) 
afford  to  buy 


Mortgage  rates  down  around  2V2%  over  the  last  two  years,  down 
1%  or  so  in  the  past  two  to  three  months  alone,  should  make  for  a 
home-building  boom  and  a  strong  boost  for  the  economy.  It  isn't 
happening.  Housing  starts  in  November  (the  latest  figures  available) 
dropped  to  a  yearly  rate  of  1 .55  million  units,  lowest  level  in  two  years. 

Home-building  this  year  figures  to  be  down  7%  from  1985,  which  was 
around  2'/2%  down  from  1984,  reports  Michael  Sumichrast,  chief 
economist  of  the  National  Association  of  Home  Builders.  The  expecta- 
tion for  1986,  then,  is  for  around  1.6  million  housing  starts. 

Where  energy  is  a  big  part  of  the  economy,  from  Texas  to  Oklahoma  to 
Alaska,  nothing  much  is  selling.  Even  diversified  states  like  California 
are  stagnant.  These  downers  are  only  partly  offset  by  strong  sales  in  the 
northeastern  states. 

The  pattern  also  varies  by  type  of  home.  Sales  of  newly  built  single- 
family  homes  are  expected  to  be  down  just  2V2%  in  1986.  Multifamily 
dwellings,  apartments  and  condos,  for  sale  or  rental,  are  expected  to  be 
down  15%  this  year. 

Sales  of  multifamily  dwellings  held  up  in  1985,  thanks  to  tax  reform's 
threat  to  tax-exempt  revenue  bonds;  many  projects  were  rushed  to  beat 
the  anticipated  deadline.  Vacancy  rates  are  already  rising. 

For  all  that,  home  prices  are  holding  up  surprisingly  well.  Average 
prices  rose  around  7%  in  1985  (roughly  double  the  CPI)  and  may  rise  by 
a  bit  more  this  year.  This  results  from  a  relatively  buoyant  resale 
market  for  existing  homes,  a  rise  in  land  values  and  a  shortage  of 
skilled  craftsmen,  pushing  up  wage  rates. 

House-buying,  and  therefore  house-building,  remains  interest- 
rate  sensitive,  of  course.  After  mortgage  rates  peaked  at  over  18%  in 
1981,  total  home  sales  (new  and  used)  slumped  below  2.5  million  units 
in  1982  and  recovered  to  a  total  of  over  4  million  units  in  1985.  But 
clearly  other  things  are  affecting  what  one  economist,  Fannie  Mae's 
Tim  Howard,  calls  the  "affordability  quotient." 

Obviously,  prices  rising  faster  than  incomes  make  it  harder  for  a 
marginal  applicant  to  borrow.  An  orgy  of  consumer  borrowing  and  a 
rising  tide  of  mortgage  foreclosures  have  led  to  tighter  underwriting 
rules,  also  squeezing  sales. 

Now  that  the  bulk  of  post  World  War  II  babies  have  their  own  homes,  a 
decline  in  home-building  was  only  to  be  expected.  That  secular  decline 
has  already  begun. 

But  a  short-term  boost  for  home-building — and  for  the  economy, 
which  doesn't  have  much  going  for  it  elsewhere — is  possible.  Paul 
Volcker  should  order  the  Federal  Reserve  to  cut  its  discount  rate.  That 
might  turn  the  lackluster  1.6  million  housing  starts  expected  in  1986 
into  what  these  days  would  pass  for  a  halfway  decent  1 .8  million  starts. 
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Gaining  a  few  but  important  yards.  One  of  the  best- 
performing  Forbes  Index  components  was  personal  in- 
come, which  registered  a  0.2%  jump  over  the  previous 
month,  after  adjusting  for  inflation.  This  is  the  largest 
increase  in  personal  income  since  September  1985,  and  it 
helped  boost  the  Forbes  Index  0.2%  to  a  new  high. 


"preliminary  trevisedl) 

Traditional  year-end  slowdowns  contributed  to  a  de- 
cline in  the  ratio  of  manufacturers'  new  orders  to  inven- 
tories, depressing  the  Index.  But  with  a  falling  dollar  andl 
the  prospect  of  further  cuts  in  the  federal  discount  rate,, 
new  orders  should  rebound  this  year,  perhaps  even  bring- 
ing along  a  reduction  in  the  7%  unemployment  rate. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
pnees,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U  S  government  data  The  last  14  months'  data 
for  each  series  are  presented  at  right 
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ON  THE  VERY  FIRST 
DAY  OF  ITS  EXISTENCE, 

THIS  WILL  BE 
A  3.5  BILLION  DOLLAR 
COMPANY  WITH  THE 


Today,  International  Harvester  becomes  Navistar™ 
International  Corporation. 

We're  a  new  company.  Yet  one  with  a  150  year  histo 

Even  though  this  name  change  was  necessitated 
by  a  divestiture,  it's  more  than  warranted  by  what  we've 
become. 

A  company  reborn. 

As  International  Harvester,  we  weathered  one  of  the 
most  difficult  series  of  crises  any  American  corporation! 
has  ever  faced. 

Throughout  it  all,  our  employees  were  magnificent. 

They  responded  to  every  adversity  with  hard  work, 
determination,  savvy  and  guts. 

And  consider  what  was  accomplished. 

During  this  period,  we  actually  became  the  number 
one  manufacturer  of  medium  and  heavy-duty  trucks. 

Once  we  produced  6  trucks  per  manufacturing  em- 
ployee per  year.  Now  we  produce  12. 

We  lowered  our  break-even  point  by  over  50%. 
^Our  well-publicized  debt  has  been  reduced  by 

Wex^||j|||Mp:  that  has  become  the  standard 
the  inl^^KlMkiteduced  another  whose  sales 


lave  exceeded  our  most  optimistic  projections  by  at 

east  50%. 

All  while  the  experts  were  predicting  our  imminent 
ioom. 

Of  course,  there  are  challenges  that  still  face  us.  But 
ve  begin  our  new  enterprise  in  an  enviable  position. 

We're  expecting  sales  this  year  of  3.5  billion  dollars. 

On  our  first  day  of  business,  we're  in  the  top  quarter  of 
he  Fortune  500. 

We're  already  the  industry  leader. 

Our  International"  trucks  are  known  throughout  the 
world  for  unmatched  quality  and  low  cost  of  ownership. 

We're  developing  innovative  new  products 
md  services  to  nelp  our  customers  compete  profitably 
n  deregulated  markets. 

We're  lean,  aggressive,  forward-looking  and  indepen- 
ient.  Not  to  mention  tested. 

We're  Navistar  International. 

A  brand  new  company  of  nearly  15,000  people  who 
ire  very  proud  of  all  you've  just  read. 

NAVISTAR 

The  rebirth  of  International  Harvester. 


Forbes 


It's  so  easy:  If  you  can  borrow,  you  can  build  an  empire 
overnight.  Alas,  interest  must  be  paid,  and  debts  do  come  due 


Pyramid  power 


By  Allan  Sloan 


Y1  ou  can  tell  a  lot  about  an  age 
by  its  pyramids.  The  Great  Pyr- 
amid at  Giza,  built  by  Khufu 
about  2600  B.C.  and  still  standing, 
symbolized  ancient  Egypt.  Jumping 
ahead  four  or  five  millennia,  the 
short-lived  pyramid  of  utility  compa- 
nies built  by  Samuel  Insull  symbol- 
ized the  Roaring  Twenties.  And  the 
1980s?  We  nominate  the  $4.4  billion 
pyramid  displayed  on  the  opposite 
page,  most  of  it  built  by  Ronald  Perel- 
man  in  just  two  years.  In  taking  over 
Revlon,  Perelman  puts  other  corpo- 
rate pyramid  builders  to  shame.  His 
paper  structure  is  an  ideal  symbol  for 
the  latest  Age  of  Speculative  Finance. 

The  way  Perelman  has  done  it,  one 
buck  gets  you  the  use  of  $2,300. 
That's  right.  Every  $1  of  Perelman's 
original  capital  controls  $2,300  of  oth- 
er people's  money.  Hang  your  head, 
Pharaoh  Khufu ;  hang  your  head,  Sam 
Insull. 

It's  all  done,  of  course,  with  high- 
yield,  low-quality  securities— junk 
bonds,  in  the  vernacular.  What's  the 
difference  be  .  junk  bond  and  a 

bond  bond?  t.  -  With  a 

quality  bond,  t  />  ;  com- 

pany has   a  c< 
capital  structure  . 
oi  earnings  that 
interest  payments 


over.  With  junk  bonds  there  is  no 
such  protection;  many  of  them  are 
simply  equity  in  fixed-income  form — 
with  all  the  risks  of  equity  but  little  of 
the  potential  rewards. 

Using  this  kind  of  bond,  an  acquisi- 
tor  can  almost  literally  buy  a  com- 
pany with  its  own  money.  This 
kind  of  bond  has  been  around  for 

Gary  Hallgren 


years,  but  it  was  left  to  the  inventive 
fellows  at  Drexel  Burnham  Lambert 
to  show  what  could  be  done  with  this 
paper.  The  technique  has  lifted 
Drexel  to  the  first  rank  of  Wall  Street 
houses  and  made  financial  innovator 
Michael  Milken  (Forbes,  Nov.  19, 
1984)  a  centimillionaire. 

Thanks  to  low-quality-bond  fi- 
nancing,  would-be  industrialists 
have  assembled  huge  collections  of 
assets  with  incredible  speed  and  on 
thin  equity  bases.  For  example,  Nel- 
son Peltz  and  Peter  May's  Triangle 
Industries   (Forbes,   Nov.   4,  1985), 
which  bought  $1.9  billion  (revenues) 
National  Can,-  the  Rales  family  (Nov. 
18,  1985),  which  controls  companies 
with  $1  billion  in  sales;  Carl  Icahn's 
ACF  Industries  [Dec.  2,  1985),  which 
used  proceeds  from  low-iated  bonds 
to  launch  its  takeover  of  TWA;  and 
William  Farley's  $2.3  billion  (com- 
bined assets)  Northwest  Industries 
and  Condec,  financed  with  low-qual- 
ity paper. 

Wonderful,  indeed,  is  what  can  be 
done  with  IOUs.  A  $1.3  billion  issue 
let  John  Kluge  leverage  his  leveraged 
buyout  of  already  leveraged  Metrome- 
dia, Inc.  and  become  a  billionaire 
(Forbes,  June  3,  1985).  Proposed  is- 
sues in  the  billion-dollar  range  are 
designed  to  let  Ted  Turner  more  than 
double  the  size  of  his  empire  by 
buying  MGM-UA  and  to  let  Rupert 
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Murdoch's  News  Corp.  grow  50%  by 
buying  most  of  already  trebly  lev- 
eraged Metromedia.  And  there's 
always  the  case  of  $800  mil- 
lion (assets)  GAF  trying  to 
take  over  $10  billion  (assets) 
Union  Carbide. 

Will  these  pyramids 
prove  the  Insull  kind  or 
the  Khufu  kind? 

Today's  pyramids,  as 
we  have  often  said,  are 
encouraged  by  a  foolish 
tax  code  that  almost  forces 
corporations  to  issue  debt 
at  the  expense  of  equity. 
Corporations  can  deduct  in- 
terest paid  but  not  dividends 
paid.  At  a  46%  corporate  rate,  a 
company  can  make  $1.85  in  inter- 
est payments  for  the  same  net  cost 
of  paying  only  $1  in  dividends. 

Which  brings  us  to  Ronald  Perel- 
man,  42.  Eight  years  ago  he  was  run- 
ning a  family  metal-fabrication  busi- 
ness in  Philadelphia.  Since  then,  he 
has  managed  to  pyramid  $1.9  million 
into  control  of  companies  with  com- 
bined assets  of  $4.4  billion.  To  be 
technical  about  it,  even  the  original 
$1.9  million  was  borrowed. 

Perelman  used  the  borrowed  money 
to  buy  34%  of  Cohen-Hatfield  Indus- 
tries, in  1978  an  undistinguished  $49 
million  (revenues)  operator  of  jewelry 
stores.  By  making  astute  acquisitions 
such  as  MacAndrews  &.  Forbes  and 
Technicolor  (Forbes,  Dec  31,  1984), 
Perelman  built  the  company,  re- 
named MacAndrews  &  Forbes,  into  a 
profitable,  growing  concern. 

But  he  didn't  hit  the  big  time 
until  1984,  when  he  took  M&F  pri- 
vate with  $90  million  raised  by 
Drexel  Burnham.  When  the  dust 
had  cleared,  Perelman  owned  all  of 
MacAndrews  &  Forbes  and  had 
taken  out  of  it  in  cash  his  entire 


How  Perelman  does  it 

Building  a  $4.4  billion  empire  on  a  $1.9  mil- 
lion investment  is  a  notable  feat,  even  in  these 
days  of  instant  tycoons.  Subtract  assets  that  are 
double-counted  in  our  drawing — $83  million  of 
MacAndrews  &  Forbes  assets  are  invested  in 
Pantry  Pride,  and  $741  million  of  Pantry  Pride 
assets  are  invested  in  Revlon.  Even  with  these 
taken  out,  Perelman  really  has  $3.6  billion  to 
play  with.  Perelman's  secret:  superior  ability  as  a 
business  manager  and  paper  shuffler,  a  sharp  eye 
for  tax  avoidance  and  solid  support  from  Drexel 
Burnham  Lambert.  In  1978  Perelman  put  $1.9  mil 
lion  of  borrowed  money  into  Cohen-Hatfield  In- 
dustries (later  renamed  MacAndrews  &  Forbes), 
gaining  a  34%  interest.  He  bought  out  other 
shareholders  in  1984,  using  100% -plus  financing 


original  stake  plus  an  additional  $1.6 
million. 

By  now  Perelman  was  really 
enjoying  the  game  of  Take- 
You-Over-With-Your-Own- 
Money.  In  February  1985 
Perelman  and  Drexel  went 
after  Pantry  Pride  (former- 
ly Food  Fair  Inc.),  which 
had  emerged  from  a 
Chapter  1 1  proceeding 
with  more  than  $300  mil- 
lion in  tax  losses.  Perel- 
man took  control  in  June 
1985  by  having  MacAn- 
drews &  Forbes  buy  $60  mil- 
lion of  new  Pantry  Pride  pre- 
ferred stock  convertible  into 
common  at  55/a — junk  preferred. 
M&T  borrowed  all  $60  million 
from  banks.  The  deal  was  struc- 
tured in  a  way  that  left  the  Treasury 
Department,  in  effect,  paying  Perel- 
man's carrying  costs.  That's  because 
the  interest  MacAndrews  &.  Forbes  is 
paying  on  its  borrowings  is  deduct- 
ible, while  the  dividends  it  receives 
from  Pantry  Pride  are  85%  tax- 
exempt,  because  of  the  corporate  divi- 
dend exclusion. 

For  helping  set  up  the  deal,  Drexel 
got  to  buy  $10  million  of  Pantry  Pride 
preferred  on  the  same  terms  Perelman 
did.  At  the  recent  price  of  10  for  Pan- 
try Pride,  Perelman  has  a  $46.7  mil- 
lion paper  profit  on  his  convertible 
preferred,  and  Drexel  has  a  $7.8  mil- 
lion profit. 

In  July,  Pantry  Pride  raised  a  $750 
million  war  chest.  How  could  a  com- 
pany with  a  checkered  past  and  as- 
-     sets  of  only  $400  million  borrow 
$750  million?  By  using  Drexel  to 
sell  low-quality  securities.  That 
first  issue,  another  $725  million 
Drexel  raised  in  November  and  $457 
million  of  bank  credit  gave  Pantry 
Pride  the  cash  to  buy  Revlon. 


raised  by  Drexel.  When  some  big  share- 
holders said  the  buyout  price  was  too  low,  a 
key  Drexel  client,  Executive  Life  Insurance, 
providentially  appeared  with  a  10.2%  interest, 
ending  all  doubt  as  to  the  outcome.  MacAndrews 
&  Forbes'  38%  holding  in  Pantry  Pride,  bought 
with  borrowed  money,  allows  Perelman  to  con- 
trol the  onetime  grocery  chain,  which  now  owns 
Revlon.  Revlon's  profits  can  be  sheltered  by  Pan- 
try Pride's  tax-loss  carryforwards,  yet  another 
example  of  how  the  government  subsidizes  take- 
overs. Drexel  Burnham  has  raised  $1.7  billion  for 
Perelman  companies  and  earned  $65  million  or 
so  in  fees  for  its  efforts.  Perelman's  companies 
sometimes  help  finance  other  Drexel  customers. 
One  hand,  you  might  say,  washes  the  other. — A.S. 


Perelman,  in  short,  bought  Revlon  at 
a  price  way  above  market  and  on  100% 
margin.  The  Fed  forbids  ordinary  citi- 
zens to  do  this,  but  the  Drexel  crew  has 
found  a  way  for  the  big  players  to  skirt 
that  rule.  (Now  you  see  why  Paul 
Volcker  is  exercised  about  all  this  spec- 


ulative, low-quality  financing.) 

Will  the  Perelman  pyramid  sur- 
vive? It  might.  Perelman  has  repaid 
$1.1  billion  of  Revlon  debt,  and  his 
people  say  the  deal  will  work  out 
great.  Maybe,  maybe  not. 

But  even  with  the  tax  subsidies  that 


Guess  who  is  helping  resupply  Iraris  bat- 
tered army  and  its  bloodthirsty  terrorists? 
The  U.S. — even  if  unwillingly. 

Shopping 
the  Great  Satan 


By  Allan  Dodds  Frank 


It's  like  drugs,"  says  John  L.  Mar- 
tin, chief  of  the  Justice  Depart- 
ment's Internal  Security  section. 
"You  know  you're  not  getting  it  all." 
Martin  is  talking  about  the  smuggling 
of  U.S.  weapons,  parts  and  secrets  to 
Iran's  pro-terrorist  theocratic  govern- 
ment. It's  a  huge  operation,  estimat- 
ed by  some  federal  authorities  at 
more  than  $1  billion  a  year. 

In  1985  the  Justice  Department 
prosecuted  15  cases  involving  Iran- 
ian arms  smugglers,  up  from  only  5  in 
1984  and  3  in  1982,  the  year  after  the 
Iran-Iraq  war  began  heating  up.  Sever- 
al times  that  many  additional  cases 
are  now  under  investigation. 

Since  1979  the  U.S.  has  banned  all 
military  exports  to  Iran,  whose  army, 
American-equipped  in  the  days  of  the 
Shah,  now  badly  needs  replacements 
to  carry  on  the  war  with  Iraq.  With 
Pentagon  experts  predicting  a  big 
Iranian  offensive  within  the  next  two 
months,  the  Ayatollah's  drive  to  ob- 
tain radar,  tanks,  helicopters,  mis- 
siles, machine  guns  and  jet  fighter 
parts  has  taken  on  an  added  urgency. 

Operating  with  impunity  from  the 
London  office  of  the  Iranian  national 
oil  company,  Iranian  military  offi- 
cials send  agents  iengti  y  com- 
puterized   lists  American 
weapons  or  spare  p.  <  mplete 
with  U.S.  milita' 
curement  num! 


support  them,  some  pyramids  are 
bound  to  be  knocked  over,  maybe 
even  this  year.  If  interest  rates  sud\ 
denly  turn  upward  or  the  economy 
goes  into  a  recession,  it  won't  take 
much  to  turn  today's  would-be  Khu- 
fus  into  tomorrow's  Insulls.  ■ 


calling  for  big  orders:  A  recent  shop4 
ping  list  included  15  Cobra  attack  he- 
licopters (at  $6  million  apiece),  100 
M-60  tanks,  6,000  antitank  missiles 
and  tens  of  thousands  of  M-16  nfleg 
and  .50  caliber  machine  guns. 

Exporting  arms  to  Iran  is  not 
against  British  law,  so  extradition 
treaties  do  not  permit  U.S.  prosecu- 
tion of  the  smugglers,  who  cover  their 
tracks  by  exporting  first  to  a  third 
country.  Iranian  officers  also  conduct 
deals  for  illegal  U.S.  weapons  from 
offices  in  Singapore,  Brazil,  West  Ger- 
many, Switzerland  and  Portugal. 

Like  the  Russians,  the  Iranians  now 
are  concentrating  on  trying  to  bribe 
American   servicemen   to   get  the 
goods.  To  get  them  out,  they  use  doz- 
ens of  middlemen  who  label  arma- 
ments "sewing  machines,"  "farm  ma- 
chinery" or  "desalinization  equip- 
ment." One  Customs  agent  likens 
Iran's  tactics  to  its  human  wave 
assaults  on  the  battlefield.  Some 
smugglers  get  caught,  but  so 
what?  The  Iranians  readily 
accept  the  risk. 

Says  a  U.S.  undercover 
agent:  "The  Iranians  are, 
waving  billions  of  dollars, 
and  people  are  going  td 
jump  at  it." 

One  ready  source  of  help 
is  the  expatriate  Iranian 
community  in  the  U.S., 
which  FBI  Executive  As- 
sistant   Director  Oliver 
(Buck)  Revell  estimates  at 
between      600,000  and 
800,000.  That  is  several  times 
the  Immigration  &  Natural- 
ization Service's  official  figure 
of  150,000.  In  one  San  Diego 
case,  an  Iranian  delicatessen 
operator  was  caught  trying  to 
bribe  U.S.  military  officers  to 
obtain  radar  parts  for  which  he 
had  already  struck  a  deal  with 
the  Iranians  in  London  at  tri- 
ple the  purchase  price. 

"Their    creativity  never 
ceases  to  amaze  me,"  says  a 
federal    prosecutor.  In 
one  case,   an  Iranian 
smuggler  used  El  Al 
Airlines  to  ship  mili- 
tary radar  parts  from 
Los  Angeles  to  Tell 
Aviv,  then  told  offi- 
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cials  of  the  Israeli  airline  they  had 
made  a  mistake  and  must  reroute  the 
package — supposedly  containing  sur- 
gical or  dental  equipment — to  Frank- 
furt, West  Germany.  El  Al  obliged, 

:  and  a  freight  forwarder  sent  the  goods 
through  Germany  to  Iran. 
U.S.   Commissioner  of  Customs 

i;  William  von  Raab  believes  "there  is  a 
close  cooperation  in  arms  smuggling 
between  Iran  and  the  Libyans,  who 

'  use  a  lot  of  this  stuff,  like  hand-held 
missiles,  to  equip  their  terrorists." 

Arms  have  also  been  routed  to  Iran 
via  Finland,  North  Korea  and,  more 

1  ominously,  the  Soviet  Union.  The 
Russians  are  increasingly  involved  in 

;  Iran  as  the  Ayatollah's  fanatics,  dis- 

i  trustful  of  the  regular  army,  turn  more 
and  more  to  Soviet  advisers.  In  return, 
the  Iranians  have  allowed  the  Soviets 
to  inspect  former  CIA  monitoring  sta- 
tions and  Grumman  F-14  fighters. 
Some  Washington  sources  contend 
the  Iranians  also  are  trying  to  procure 
U.S.  nuclear  technology  from  China. 

Are  the  Iranians  turning  over  smug- 
gled U.S.  arms  to  the  Russians?  Von 
Raab  does  not  flatly  say  so.  But  he 
points  out  that  Iran  is  now  going  after 
"the  kind  of  equipment  we  have  been 
trying  to  protect  from  other,  more  so- 
phisticated countries.  Now,  all  of  a 
sudden,  the  Iranians  aren't  in  there  for 
brake  pads  for  their  airplanes,  they're 

!  in  there  for  traveling  wave  tubes  for 
their  radar.  That  to  me  is  a  step  up." 

The  crime  is  hard  to  detect.  "A  Cus- 
toms inspector  cracking  open  a  lid 
and  looking  at  an  engine  part  unfortu- 
nately wouldn't  know  whether  it 
went  on  a  bus  or  a  tank,"  says  a  Cus- 
toms agent.  And  even  when  smug- 
glers are  convicted,  jail  terms  often 
are  two  years  or  less.  "A  guy  selling 
phony  Gucci  handbags  will  probably 
wind  up  getting  a  stiffer  sentence," 
says  the  agent. 

With  Uncle  Sam  the  legitimate 
arms  supplier  to  half  the  world,  it's 
virtually  impossible  to  trace  many 
weapons  shipments.  The  State  De- 
partment Office  of  Munitions  Control 
approved  33,000  separate  arms  deals 
last  year  alone.  And  Iranian  agents 
have  bribed  foreign  officials,  such  as  a 
Nigerian  army  officer  in  a  recent  case, 
to  certify  that  weapons  actually  des- 
tined for  Iran  were  going  legally  to 
other  countries. 

In  Washington,  where  Third  World 
military  attaches  have  been  known  to 
moonlight  as  gas  station  attendants  to 
supplement  their  inadequate  in- 
comes, it  is  not  hard  to  find  attaches 
to  bribe. 

Cynically,  Iran's  theocrats  are  tak- 
ing advantage  of  our  open  society  in 
their  continuing  effort  to  destroy  it.  ■ 


Those  comradely  toasts  in  Moscow  to  in- 
creased trade  notwithstanding,  the  U.S.S.R. 
has  little  to  sell  and  so  not  much  it  can  buy. 


Trade  with  what? 


By  Hesh  Kestin 


T |  hose  350  American  business- 
men who  traveled  to  Moscow 
last  month  on  the  wings  of  opti- 
mism generated  by  the  Reagan-Gor- 
bachev summit  might  have  done  bet- 
ter to  make  a  stopover  in  Vienna  for  a 
talk  with  Simon  Moskovics. 

Doyen  of  that  select  group  of  Aus- 
trians  who  make  their  livings  off  the 
estimated  $3  billion  to  $4  billion  in 
East-West  trade  that  is  arranged  in  the 
city  on  the  Danube,  Moskovics  owns 
Bank  Winter,  which  is  said  to  arrange 
a  tenth  of  that  trade.  For  Moskovics 
and  his  fellow  Viennese  traders,  opti- 
mism is  beside  the  point.  "You  must 
have  logic,"  says  Moskovics.  "If  they 
buy  a  lot,  they  must  sell  a  lot." 

Such  a  judgment  throws  cold  water 
on  the  hopes  expressed  by  people  like 
James  Giffen  of  Mercator  Corp.,  the 
New  York  merchant  banker  who  put 
that  Moscow  business  summit  to- 


gether. Giffen  thinks  that  U.S.- 
U.S.S.R.  trade  could  reach  $10  billion 
to  $15  billion  annually  in  five  years. 

But  Giffen's  hopes  rest  on  question- 
able assumptions.  On  the  most  basic 
level,  the  Soviet  Union  lacks  the  for- 
eign currency  reserves  to  pay  for  in- 
creased imports  from  the  West.  Its 
foreign  exchange  earnings  dropped 
last  year  as  its  exports  to  the  West  fell 
by  14%.  According  to  the  latest  avail- 
able Commerce  Department  figures, 
the  total  Soviet  trade  deficit  with 
Western  countries  was  $3.1  billion  as 
of  last  August. 

To  hold  on  to  hard  currency,  Mos- 
cow will  continue  to  tie  purchases 
to  sales — though  Caterpillar  Tractor 
says  it  is  getting  cash  without  strings 
in  its  recent  sale  of  up  to  $80  million 
worth  of  bulldozers  and  heavy  equip- 
ment. The  U.S.S.R.  is  already  world 
leader  in  countertrade — as  in  the  Sto- 
lichnaya  vodka  it  gives  PepsiCo  Inc. 
in  exchange  for  Pepsi  Cola;  the  $6 
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billion  worth  of  goods  it  swaps  with 
Finland;  or  the  $2.5  billion  it  trades 
with  India.  But  the  Soviet  larder  has 
little  to  swap  with  U.S.  business. 
There  are  the  basic  commodities  like 
oil  and  gas,  which  account  for  70%  of 
Soviet  export  earnings.  But  the  world 
is  scarcely  thirsty  for  oil  these  days. 
The  U.S.S.R.  has  gold  but  is  not  about 
to  flood  the  world  market  with  it, 
either. 

In  the  1986-90  five-year  plan,  Mos- 
cow calls  for  a  100%  increase  in  out- 
put of  "top-quality  industrial  goods." 
To  achieve  this  it  will  need  Western 
technologies.  But  how  to  pay  for 
them?  With  what? 

What's  left  for  export  is  the  second- 
rate  stuff  that  can  be  off-loaded  only 
in  the  Third  World.  This  is  where 
clever  countertraders  can  make  deals, 
taking  tractors  from  the  Soviet  Union 
for  sale  in  Africa,  say,  then  taking 
coffee  out  of  Africa  for  sale  in  hard- 
currency  markets. 

But  there  is  a  stiff  price  for  such 
trade.  Once  you  start  moving  goods 
and  commodities  around  the  world, 
prices  have  to  be  severely  discounted 
on  each  leg.  Low-grade  steel  and 
black-and-white  TVs,  ill-cut  suits  and 
square  kilometers  of  the  kind  of  cloth 
that  Far  Eastern  producers  can  turn 
out  better  and  cheaper  are  all  more 
disposable  in  theory  than  they  are  in 
quantity. 

Moscow  could  be  expected  to  seek 
credit  to  finance  increased  trade.  U.S. 
banks  recently  lent  the  Soviets  $400 
million  to  buy  North  American 
grain — the  first  new  loan  to  the 
U.S.S.R.  in  five  years.  That  tiny  figure 
may  go  up,  but  there  are  limits.  The 
Soviets  themselves  are  wary  of  debt, 
preferring  to  have  Western  firms  "par- 
ticipate" in  their  economy  by  build- 
ing a  factory  and  taking  payment  in 
the  plant's  production.  The  big  1983 
gas  pipeline  deal  was  typical  of  such 
buy-back  schemes.  But  unlike  Eu- 
rope, which  Vienna  sees  as  a  natural 
market  for  Soviet  bulk  goods,  the  U.S. 
hardly  needs  to  import  fertilizer  or 
natural  gas. 

Even  were  tariffs  relaxed,  planned 
Soviet  industry  works  against  itself.  A 
factory  in  Minsk  making  digital 
watches,  say,  would  be  unlikely  and 
probably  unable  to  invest  in  a  retool 
simply  because  Americans  got  bored 
and  began  buying  watches  with  old- 
fashioned  hands  Besides,  as  David 
Moses,  a  London,  eountertrader  with 
AWT  Interna  ,  it,  "The 

Russians  like  they  can 

understand  then:  how- 
ever, appealing  to 
beyond  the  ken  ol  s 

Yet  the  Soviets  c 


why  the  U.S.  doesn't  buy  more  goods 
from  the  Soviet  Union.  Don't  we 
want  better  relations  with  them? 
Then  why  not  order  our  businessmen 
to  buy  Soviet  goods?  Why  not  stuff 
the  stores  with  them?  Gorbachev 
himself,  speaking  to  those  American 
businessmen,  noted  sourly  that  "the 
volume  of  U.S.  imports  from  the 
U.S.S.R.  is  roughly  comparable  to 
what  your  country  imports  from  the 
Ivory  Coast."  Sorry,  comrade,  but  this 


is  a  decentralized  society. 

The  fact  is,  the  Commerce  Depart 
ment  sees  exports  to  the  Soviet  Unior 
falling  this  year,  to  $2.3  billion  fron 
$3.3  billion  in  1984  and  $2.6  billion  in 
1985.  Why?  Soviet  harvests  are  ex 
pected  to  climb  back  to  normal.  An} 
trade  relationship  that  depends  or 
crop  failure  is  not  going  to  revive  sim 
ply  because  Reagan  and  Gorbache\ 
are  on  friendlier  terms  than  they  usee 
to  be.  ■ 


The  Japanese  taught  Tektronix  a  lesson 
Creativity  alone  is  not  enough. 

"Manufacturing 

was  an 
afterthought" 


By  Kathleen  K.  Wiegner 

T|  ektronix  Inc.'s  shareholders 
have  grown  accustomed  to  a 
rare  but  welcome  fringe  benefit: 
an  annual  report  with  a  sense  of  hu- 
mor. Fiscal  1985's  report  (for  the  year 
ended  May  25)  did  not  disappoint:  "It 
is  worth  noting,"  it  quipped,  "that  for 
the  first  time  in  some  while,  our  top 
management  team  has  been  intact  for 
a  whole  year." 

Management  turnover  hasn't  been 
Tektronix'  only  problem.  The  $1.4 
billion  maker  of  electronic  test  and 
measurement  instruments  has  ridden 
a  roller  coaster  in  recent  years.  In 
1979  Tektronix  earned  $77  million  on 
sales  of  $787  million,  a  21%  return  on 
its  conservatively  leveraged  equity. 
By  1983,  sales  were  up  to  $1.2  billion, 
but  earnings  had  dropped  to  $47  mil- 
lion; return  on  equity,  to  7.2%.  Long- 
term  debt,  meanwhile,  more  than 
doubled,  to  $152  million. 

Discontinuing  a  major  product  de- 
velopment further  slashed  Tek's  earn- 
ings for  the  first  quarter  of  fiscal  1986, 
from  80  cents  in  the  previous  year 
down  to  17  cents  a  share.  Institutional 
investors,  for  whom  next  month  is 
long  term,  sent  Tek's  stock  to  47%,  a 
three-year  low.  (Recent  price:  557/s.) 
But  behind  all   these  fluctuations 


there  are  signs  that  Tektronix  is  weli 
on  the  road  to  becoming  a  strongei 
company. 

Tektronix  was  started  by  Howarc 
Vollum,  Jack  Murdock  (who  was 
killed  in  the  early  1970s)  and  three 
other  partners  in  1946,  just  sever 
years  after  William  Hewlett  and  Da- 
vid Packard  started  Hewlett-Packard 
Tektronix'  archrival.  Vollum,  71,  is 
still  vice  chairman  and  owns  17%  ol 
the  stock. 

Tektronix  grew  to  become  the 
world's  leading  producer  of  cathode 
ray  oscilloscopes,  which  are  used  b> 
engineers  to  measure  electrical  im- 
pulses and  reproduce  them  in  graphic 
form.  The  cathode  ray  tube  also  be- 
came the  basis  of  Tek's  graphic  termi- 
nal business.  By  1979  Tek  ownec 
around  a  50%  share  of  that  market. 

That  kind  of  market  dominance  can 
be  dangerous.  Headquartered  on  a 
pleasant  campus  in  rural  Beaverton, 
some  ten  miles  southwest  of  Port- 
land, Tektronix  dozed  a  bit.  As  the 
rate  of  change  in  the  electronics  in- 
dustry accelerated,  and  new  players 
entered  the  graphic  terminal  busi- 
ness, Tektronix'  reactions  slowed 
When  a  new  color  graphic  terminal 
technology  began  appearing  in  the 
early  1980s,  Tek  stuck  with  its  olden 
technology  until  1983  before  intro- 
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Tektronix'  Earl  Wantland  and  Willem  Velsink 

Now,  more  glory  to  the  guy  who  makes  the  product. 


Gc-oiT  Manasse 


ducmg  its  new  color  terminals.  By 
then  its  share  of  the  graphic  terminals 
market  had  dropped  to  26%.  Even 
though  Tek  has  stayed  near  the  top  of 
the  list  of  graphic  terminal  makers,  all 
the  new  competition  continues  to  cut 
into  its  market  share. 

Again,  when  engineers  began  using 
computer  assisted  engineering  (CAE) 
workstations  in  the  early  1980s,  Tek- 
tronix was  nowhere  to  be  seen.  It  in- 
troduced its  first  CAE  machine  last 
April,  and  last  August,  at  a  cost  of  $9 
million,  withdrew  from  the  hardware 
side  of  the  CAE  business. 

Tektronix  had  been  guided  too  long 
by  an  engineering  precept  that  ac- 
cords all  glory  to  the  guy  who  invents 
a  new  product  but  none  to  the  fellows 
on  the  line  responsible  for  turning  out 
thousands  of  them.  When  competi- 
tion came  along,  the  engineering  re- 
sponse was  to  design  a  fancier  product 
and  raise  prices,  not  try  to  manufac- 
ture it  cheaper.  Tektronix  paid  the 
price  as  inventories  ballooned  from 
$214  million  in  1979  to  $315  million 
by  early  1983.  Concedes  Willem  Vel- 
sink, a  25-year  Tek  veteran  now  in 
charge  of  reshaping  Tektronix'  manu- 
facturing operations:  "Maybe  manu- 


facturing was  an  afterthought." 

All  that  changed  when,  in  the  late 
1970s,  the  Japanese  decided  to  launch 
an  attack  on  Tek's  highly  profitable 
oscilloscope  business.  Tektronix 
chose  to  fight.  While  the  Japanese  are 
still  highly  competitive,  Tek  still  re- 
mains the  leader  in  oscilloscopes.  The 
cost,  of  course,  was  a  drop  in  profits. 
The  dustup  with  the  Japanese  con- 
vinced President  D.  Earl  Wantland  of 
the  necessity  to  get  his  manufactur- 
ing costs  in  line. 

Beginning  in  1983  he  shrank  Tek- 
tronix' 23,000  work  force  by  3,000 
through  layoffs,  attrition  and  early  re- 
tirement, a  severe  shock  for  a  com- 
pany dedicated,  like  Hewlett-Packard, 
to  cordial  worker-boss  relations.  It 
was  then  that  the  turnover  referred  to 
in  the  annual  report  became  epidem- 
ic. Hundreds  of  valuable  employees, 
from  executive  vice  presidents  to  en- 
gineers, left  and  helped  to  create  such 
competitors  as  Mentor  Graphic  and 
Northwest  Instruments. 

Shocked  into  activity,  Tektronix 
spent  $50  million  to  upgrade  manu- 
facturing. As  part  of  the  exercise,  Vel- 
sink is  reeducating  a  work  force  ac- 
customed to  a  culture  wherein  rigid 


rules  were  thought  antithetical  to  cre- 
ativity. Now  manufacturing  efficien- 
cy is  as  important  as  creativity. 

The  early  returns  are  encouraging. 
Inventory  turns  have  improved  50% 
since  1983,  and  97%  of  orders  are  now 
delivered  on  time,  vs.  80%  only  two 
years  ago.  On  sales  of  $1.4  billion  in 
difficult  fiscal  1985,  Tektronix  earned 
a  respectable  $90  million.  Return  on 
equity  is  back  up  to  11%. 

Last  August  Wantland  and  Velsink 
made  another  tough  decision:  to  dis- 
continue Tektronix'  proprietary  CAE 
workstations  and  instead  develop 
software  for  other  hardwaremakers 
like  IBM  and  Digital  Equipment. 

"We  gathered  all  the  [computer 
workstation]  people  together  in  a 
movie  theater  in  Wilsonville  [where 
the  hardware  was  developed],"  says 
Velsink,  "and  said,  'It  doesn't  work. 
Possibly  we  could  get  substantial  rev- 
enues, but  no  margins.'  " 

That's  what  is  called  facing  reality. 
The  question  now  is  whether  the  new 
Tektronix  can  achieve  manufacturing 
and  marketing  efficiency  without  los- 
ing the  spirit  that  made  it  a  fine  com- 
pany in  the  first  place.  That  may  be 
the  toughest  challenge  of  them  all.  ■ 
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By  raising  prices,  Komatsu  is  signaling 
weakness  in  the  selling  war  for  heavy  con- 
struction equipment.  That's  good  news  for 
hardpressed  Caterpillar. 

Decision  time 
in  Peoria 


By  Jack  Willoughby 


Komatsu  Corp.,  the  big  Japa- 
nese maker  of  heavy  construc- 
tion equipment,  and  Caterpil- 
lar Tractor  Co.  have  been  locked  in  a 
three-year-long  price-cutting  war  that 
has  left  Caterpillar  losing  money  and 
Komatsu  under  pressure.  Caterpillar 
has  lost  $1  billion  since  1982  as  it  has 
struggled  to  hold  its  number  one  posi- 
tion. Komatsu  has  used  its  longstand- 
ing advantage  in  exchange  rates  plus  a 
ruthless  willingness  to  cut  prices  in 
order  to  maintain  sales  volume,  suf- 
fering a  30%  profit  decline,  to  $90 
million,  in  1984. 


George  Stelnmetz 


But  Komatsu  has  benefited,  too.  Its 
once-puny  subsidiary,  Komatsu 
America,  has  carved  out  a  10%  share 
of  the  U.S.  market,  fanning  out  its 
product  line  dramatically  in  the  past 
two  years.  Sales  in  the  U.S.  have 
grown  186%  since  1982.  Competi- 
tors' misfortunes  have  fed  Komatsu's 
growing  dealer  network,  which  now 
totals  44.  A  number  of  lesser  compa- 
nies, including  Clark  Equipment  and 
International  Harvester,  have  been 
driven  to  the  brink. 

Says  President  Frank  Manfredi  of 
Los  Altos,  Calif. -based  Manfredi  & 
Associates:  "Discounting  is  so  heavy 
you  can't  rely  on  list  prices  anymore." 


With  its  35%  market  share  (30% 
worldwide)  under  pressure,  Caterpil- 
lar was  thus  understandably  pleased 
by  an  unexpected  action  from  rival 
Komatsu.  With  nearly  all  its  produc- 
tion concentrated  in  Japan,  and  thus 
fearful  in  part  of  import  trade  restric- 
tions as  well  as  a  weakening  dollar, 
Komatsu  abruptly  announced  that  it 
would  raise  prices  between  5%  and 
10%.  In  the  battle  for  market  share,  it 
was  as  if  the  Japanese  were  running  up 
a  flag  of  truce. 

Explained  Komatsu  Chairman  Shoji 
Nogawa  to  the  Financial  Times  of  Lon- 
don: "What  is  important  is  to  have 
enough  of  a  share  so  that  we  can  exist 
and  cooperate  in  this  market.  If  we 
take  a  combative  attitude,  it  will  be 
very  difficult  to  survive."  It  seemed  a 
way  of  saying  that  Komatsu  was  now 
interested  more  in  profits  than  in 
market  share. 

Nobuo  Murai,  the  54-year-old  presi- 
dent of  Komatsu's  U.S.  subsidiary, 
hoped  Caterpillar  would  respond  in 
kind.  Said  he:  "If  they  don't  meet  oui 
price  increase,  I'll  have  to  think  of 
some  kind  of  countermeasure  to  en- 
sure the  survival  of  Komatsu  and  oui 
distributors.  It  all  depends  on  how 
much  our  market  share  declines." 

Komatsu  has  good  reason  to  sue  fou 
peace.  The  U.S.  dollar  has  dropped 
about  20%  against  the  yen  since  sum- 
mer. Komatsu's  8%  pretax  margins  are 
under  pressure,  even  as  the  firm  has 
been  losingmarket  share  to  Caterpillar 
in  Latin  America  and  the  Middle  East. 
Chalk  one  up  for  the  cheaper  dollar  and 
for  U.S.  competitiveness.  ■ 

Uzzell  ^  i » >dhn  Camfl 
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Caterpillar  earth-moving  equipment  under  way 

A  price  increase  would  certainly  ease  the  pain. 
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s^ive  in  to  an  tt+zzs? 

I         I        •    Volkswagen  Jetta 

Dverwhelminq  susts. 

I    •  dynamic  lines  and  its^^  gleaming  body 

f"l\/j^^  has  pumped  a  lot  of  adrenaline  into  a  lot 
^41  I  T        of  hearts.  And  its  looks  aren't  deceiving: 
"he  Gil's  high  performance  fuel-injected  engine  and 
lose- ratio  5 -speed  transmission  move  it  from  0-50  in 
.8  seconds.  Its  independent  sport  suspension  gives  you 
risp  overall  handling  with  improved  tracking  on  curves 
hanks  to  its  patented  rear  axle. 

On  the  other  hand,  the  carrying  capacity  of  the  GLI 
5  people  and  14  standard  size  pieces  of  luggage)  makes 
\  unbelievably  practical.  And  its  remarkably  low  price 
nakes  it  practically  unbelievable.  /^It's  not  a  car. 

The  1986  Jetta  GLI.  Melt's  a  Volkswagen. 

(~T   '  i    |t    ~  j~     i  All  Volkswagens  are  covered  by  o  2-year  Unlimited-mileage  Protcdion  Plan  and  a  6-year  limited  warr  anty  on  corrosion 
I  ea  f  _  —  Lj  perforation.  See  dealer  for  details  about  these  limited  warranties,  a  1985  Volkswagen. 


IBM  ON  TELECOMMUNICATIONS 


Meet  our  I 

Choosing  a  modem  for  your 
personal  computer  just  got  easiei 

Modems  are  remarkable  little  gadgets.  They  can  connect  you  and  your  PC  to 
mountains  of  data  and  oceans  of  information.  But  up  until  now,  deciding  which 
modem  to  buy  hasn't  been  easy.  So  to  solve  that  little  problem,  IBM  is  offering 
two  1,200  bps  PC  modems.  Modems  that  not  only  give  you  the  best  features 
currently  available  on  PC  modems,  but  also  offer  features  usually  found  only  on 
higher  priced,  higher  speed  modems. 


First,  a  Brief  Introduction  to  the  IBM  PC 
Modems: 

The  IBM  5841  is  a  stand-alone  modem  capable 
of  operating  at  0-300,  600  and  1,200  bps  in  asyn- 
chronous mode,  and  600  and  1,200  bps  synchronous. 

Our  other  modem  is  the  IBM  Personal 
Computer  Modem — an  internal,  half-card  modem 
that  operates  at  0-300,  600  and  1,200  bps 
asynchronous. 

The  Non-Identical  Twins 

In  some  respects,  these  two  modems  are  very 
similar.  For  example,  they  both  have  Automatic 
Adaptive  Equalization — which  means  they  will 
continuously  fine-tune  themselves  to  compensate  for 
changes  and  noises  on  the  telephone  line.  The  result 
is,  you  can  receive  data  over  a  wider  range  of  phone 
line  conditions.  This  is  one  of  those  features  more 
often  found  on  faster,  more  expensive  modems. 

In  addition  to  automatic  answering,  both  modems 
offer  Adaptive  Dialing— which  means  that  if  you  don't 
specify  either  tone  or  pulse  dialing,  the  modems  try 
tone  dialing  for  one  digit,  and  if  that  doesn't  work, 
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they  automatically  switch  to  pulse  dialing. 

Both  modems  will  automatically  re-dial  a  ni 
as  many  times  as  you  tell  them  to.  Or  if  you  pre! 
they  can  switch  to  an  alternate  number  on  a  bu: 
signal  or  a  no  answer.  Once  a  connection  is  mac 
the  modems  automatically  detect  and  adjust  to 
incoming  transmission  speed.  They  can  also  ini 
an  automatic  log-on  sequence  including  control 
characters,  ID  number  and  password. 

And  both  modems  have  extensive  "Help"  n 
a  complete  complement  of  built-in  diagnostics, 
programmable  speaker,  and  two  phone  jacks  or 
the  back  so  both  your  phone  and  the  modem  C£ 
connected  to  the  same  line  at  the  same  lime.  Yo 
even  switch  between  voice  and  data  without 
interrupting  the  phone  call. 

A  Modem  with  a  Memory  of  Its  Own 

The  IBM  5841  stand-alone  modem  has  som 
additional  features  you  don't  usually  find  on  1,2 
bps  modems.  For  example,  the  modem  is  switcl 
between  asynchronous  and  synchronous  modes 
has  a  20-entry  Dialing  Directory.  Kept  in  non-v( 


;e,  the  directory  enables  the  modem 
I  up  and  log  on  to  systems  automatically, 
eature  is  most  convenient  when  the  5841  is 
with  a  fixed-function  ASCII  terminal  such  as 
IM  3161  or  3163. 

le  front  panel  of  the  5841  has  a  complete  array 
ht  LED  Status  Indicators  to  give  you  a  quick 
check  on  what's  happening. 

lf-Card  Is  Better  Than  a  Whole 

hy?  Because  the  IBM  Personal  Computer 
m  can  use  a  short  slot  in  the  IBM  PC  XT 
le  Portable  PC.  It  also  fits  nicely  into  a  full 
the  IBM  PC  and  the  PC  AT. 
lother  nice  touch  is  that  a  PC 
ostic  diskette  comes  with  each  of 
half-card  modems. 


[lards  &  Compatibility 

iu'11  be  pleased  to 
that  both  modems 
the  Bell  103/ 
and  V.  22 
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can  use  the  industry  standard  "AT"  command 
set,  as  well  as  the  IBM  command  set.  And  both 
modems  have  been  tested  for  compatibility  with 
leading  PC  communications  software  such  as  the 
IBM  PC  Communications  Manager,  Crosstalk™  XVI, 
Smartcom  II®  and  Transporter™ 
So  if  you've  been  thinking 
about  tying  your  PC  into  your 
company's  computer,  or 
accessing  an  outside  data 
base  for  stock  market 
information  or  airline 
schedules,  or  using 
electronic  mail, 

or  just  ex- 
\  changing  infor- 
mation on  a  user 
group's  bulletin 
board — then  it's  time 
you  got  an  IBM  modem 
for  your  PC. 

For  the  Authorized  IBM  PC 
Dealer  or  the  IBM  Product 
Center  nearest  you — or 
for  free  literature — call 
1  800  IBM-2468, 

Ext.  7/YU.  Or 
contact  your  IBM 
marketing      ,  _         £=:  ■' 
representative,  z  Z7~Z.  Z~~ 


Mode 


Card.  The  IBM  PersonaP 
er  1200  bps  Modem 


IBM 

DRM,  Dept.  YU/7 
101  Paragon  Drive 
Montvale,  NJ  07645 

□  Please  send  me  information  on  the  IBM  PC  Modems. 

□  Please  have  an  IBM  marketing  representative  call  me. 
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Disclosure:  a  brilliant  success  story  with  an 
unhappy  ending,  at  least  for  now. 


Indecent 
disclosure 


By  Richard  Morais 


It  is  hard  to  know  who  deserves 
more  pity  in  this  story:  Saul  Stein- 
berg, who  didn't  know  what  a 
good  little  business  he  had  when  he 
sold  it;  or  Robert  Snyder  and  Philip 
Hixon,  who  did  know,  but  then  let  it 
get  away  from  them. 

In  the  1970s  Snyder,  now  43,  an  ex- 
Wall  Street  mergers  and  acquisitions 
specialist,  and  his  partner  Philip 
Hixon,  a  53-year-old  chemical  engi- 


neer, were  running  a  little  company 
that  abstracted  and  resold  scientific 
articles.  In  1977  they  bought  a  unit  of 
Leasco  Information  Products  from 
Steinberg,  who  was  then  dumping  his 
noninsurance  holdings. 

When  he  looks  at  other  people's 
books,  Steinberg  doesn't  miss  many 
hidden  assets.  But  his  own  Leasco  In- 
formation unit  owned  a  beauty:  a  con- 
tract with  the  Securities  &  Exchange 
Commission  to  process  Form  10-Ks, 
10-Qs,  Schedule  13-Ds  and  the  reams 


of  other  financial  filings  that  flood  the 
commission  every  year.  The  SEC 
would  give  the  filings  to  Leasco, 
which  then  reproduced  the  pages  on 
microfiche  for  the  SEC's  archives  and 
public  reference  rooms  in  Washing- 
ton, New  York  and  Chicago. 

In  exchange,  the  company  had  the 
right  to  market  the  information  at  a 
profit.  Surprisingly,  neither  Steinberg 
nor  his  surrogates  at  Leasco  Informa- 
tion understood  what  they  had.  What 
they  did  understand  was  that  the  unit 
was  losing  around  $100,000  a  year  on 
sales  of  under  $2  million.  So  in  1977 
the  company  was  sold  to  Snyder  and 
Hixon,  who  merged  it  with  their  ab- 
stracting company  and  renamed  it 
Disclosure  Information  Group.  Price: 
$1.75  million,  cash. 

Snyder  and  Hixon  understood  that 
their  preferred  access  to  a  trove  of 
valuable  information  was  worthless 
until  they  created  a  market  for  it. 
They  added  a  few  highly  motivated 
salesmen  and  sent  them  out  to  Wall 
Street  firms,  banks,  business  school 
libraries  and  every  other  potential 
user  they  could  think  of,  flogging  Dis- 
closure's ability  to  deliver  financial 
information  faster  than  any  other  doc- 
ument supplier.  At  the  same  time, 
Snyder  and  Hixon  poured  time  and 
money  into  training  Disclosure's 
back-office  staff  in  how  to  locate  doc- 
uments and  move  them  out  quickly 
to  demanding  customers.  They  spent 
$6  million  over  the  last  three  years, 
for  example,  on  Laser  Disclosure, 


Quality  i  ,  -tn  >/  at  Disclosure  ( left)  and  Bechtel  Information  Services 
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which  will  print  documents  electron- 
ically on  a  leased  laser  printer  in  the 
customer's  office.  They  also  devel- 
oped a  compact  disk,  crammed  with 
60,000  financial  extracts  and  market- 
ed with  a  leased  disk  player. 

Luck  was  on  their  side.  Not  long 
after  the  sale  of  Leasco  Information, 
merger  and  greenmail  activity  began 
galvanizing  the  securities  markets. 
Suddenly  no  amount  was  too  much 
for  a  fast  look  at  a  13-D. 

Last  year  Disclosure  sold  over  12 
million  pages  of  SEC  filings,  which 
accounted  for  $16  million  of  the 
firm's  $22  million  total  sales.  Profits? 
Snyder  and  Hixon  won't  say  and  don't 
have  to:  They  own  51%  of  Disclosure; 
Holland's  big  publisher  VNU  bought 
the  other  49%  in  1982,  price  undis- 
closed. But  by  last  year  Disclosure 
charged  $51.20  for  a  128-page  10-K, 
and  $25  for  a  2-page  hot-off-the-mi- 
crofiche  13-D  filing,  delivered  the 
same  day  of  a  request.  It  is  reasonable 
to  guess  that  Disclosure's  net  margins 
have  exceeded,  probably  far  exceeded, 
30%.  Probable  pretax  net:  $6  million 
to  $8  million.  Not  a  bad  return  on  an 
original  investment  of  $1.75  million. 

Just  another  Information  Age  suc- 
cess story?  Unfortunately  not.  This 
one  has  an  unhappy  ending.  As  so 
often  happens  to  enterprising  busi- 
nessmen with  a  major  success  on 
their  hands,  Snyder  and  Hixon  began 
taking  the  source  of  their  prosperity, 
the  SEC  contract,  for  granted.  Onto 
their  turf  sneaked  Bechtel,  San  Fran- 
cisco's $8.6  billion  (revenues)  con- 
struction giant.  Bechtel  has  an  oper- 
ation in  Gaithersburg,  Md.  called 
Bechtel  Information  Services.  When 
the  SEC  contract  came  up  in  1985, 
Bechtel  put  in  a  bid  and,  to  Snyder  and 
Hixon's  shock,  won  it  last  May. 

How  did  Bechtel  get  into  the  finan- 
cial information  business?  It  devel- 
oped an  operation  in  the  1960s  to  cre- 
ate and  process  the  records  for  Bech- 
tel-built  nuclear  plants — one  plant 
requires  50  million  pages  of  documen- 
tation. Over  the  years  Bechtel  invest- 
ed $150  million  in  micrographic  and 
reprographic  equipment  in  the  1,000- 
employee  information  division. 

Nobody  is  building  nuclear  plants 
these  days,  and  Bechtel  has  been  look- 
ing for  ways  to  wring  a  return  from 
the  information  subsidiary.  It  found 
an  answer — at  Disclosure's  expense. 

Snyder  and  Hixon  now  claim  they 
voluntarily  walked  away  from  the 
contract.  But  Jonathan  Katz,  the 
SEC's  director  of  consumer  affairs, 
says  the  two  men  were  so  distraught 
by  the  SEC's  decision  that  Snyder  and 
their  lawyer  visited  him  the  next 
week,  looking  for  procedural  irregu- 


At  Western,  the  perfect  fit 
isn't  just  a  fairy  tale.'JJi 

The  temporary  who's  the  "perfect  fit"  for  your  work-    p,   5"  JH» 
placeisn'tanimpossibledream.  It's  a  Western  specialty.  y  Kfijt^ 

That's  why  we  personally  visit  our  customers'  off  ices  1+ 
to  learn  theirspecial  needs.  And  carefully  interview,  J2 

test,  and  reference  check  our  temporaries. 

So  call  Western.  Whether  male  or  female, 
skilled  in  word  processing,  secretarial,  or 
other  specialty,  your  Western  temporary  will 
be  custom  fitted  to  your  assignment. 

Western 

TEMPORARY  SERVICES, 


m 


Western  provides  clerical,  industrial,  marketing,  medical,  and  technical  personnel.  All  bonded  and  insured. 
Serving  business  since  1948.  EOE-m/F/h 
For  national  assistance  on  marketing  projects,  call  1-800-USA-TEMP  (in  California  1-800-FOR-TEMP). 
Corporate  Headquarters:  301  Lennon  Lane,  Walnut  Creek,  CA  94598-9280. 
Western  franchises  now  available  in  select  cities. 


7  need  a  communications 
system  we  can  grow  with. " 


"Harris  should  be 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  details  on  how  our  communication  systems  can  keep 
pace  with  your  company's  growth,  call  1-800-4-Harris,  Ext.  14. 
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Aerospace  Precision 


High  performance  jet  fighter  engines,  like  the  F-100,  require  dependable 
precision  components  to  insure  combat  readiness. 

Fansteel  applies  its  materials  technology  to  meeting  the  demands  of 
defense  industries.  At  Fansteel  Precision  Sheet  Metal,  convergent  flaps 
and  seals  for  F-100  engines  are  fabricated  out  of  titanium,  Waspaloy, 

and  columbium. 

To  meet  the  defense  needs  in  Europe,  Fansteel  has  entered  into  a  joint 
venture,  Interturbine  Fansteel  b.v.,  to  produce  these  components  for 
the  growing  markets  overseas. 

Precision  jet  engine  components  are  just  one  example  of 
Fansteel's  expanding  materials  technology,  it  will  pay  you  to  know 

more  about  us. 


fansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)689-4900 


TWO  OF  THE  MOST  IMPORTANT 
PAPERS  IN  AMERICAN  BUSINESS. 

Your  morning  paper  and  Mead's  complete  line  of  bond  and  copier  papers. 
That  s  all  the  paper  a  successful  businessman  needs. 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 


We  have  6000  people  at  more  than  300  locations  nationwide 
to  service  and  support  your  Harris  systems. 

33  HARRIS 

 :  i   ■  
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The  Up  &  Comers 


Ideas 


What  to  do  with  all  the  personal  computers 
Americans  don 't  use  or  would  like  to  trade 
in?  Why  not  send  them  south  of  the  border. 


iComo  esta, 
computer? 


By  Marc  Beauchamp 


F|  or  decades  used  American 
automobiles  have  led  pro- 
longed, productive  lives  south  of 
the  border.  Why  not  old  computers? 
Benito  Giovo  and  Fernando  Sol,  two 
enterprising  immigrants  based  in  San- 
ta Ana,  Calif.,  figure  they  can  unload 
used  computers  in  Central  and  South 
America,  as  well  as  parts  of  Asia. 
"The  old  technology  is  new  technolo- 
gy in  South  America,"  says  Giovo.  "In 
China  there  are  a  billion  people  with 
no  computers." 

The  partners  know  a  little  about 
computers,  but  they  know  quite  a  lot 


about  selling.  Giovo,  36,  is  an  Italian 
who  came  to  the  U.S.  in  1969  and 
worked  as  a  salesman  for  Sperry  Corp. 
Sol,  38,  once  sold  used  cars  with  his 
father  in  Venezuela. 

To  test  their  hunch,  the  pair  started 
Proven  Technology  Inc.  in  1984.  They 
put  up  $23,000  each,  borrowed 
$65,000  from  the  Small  Business  Ad- 
ministration and  sold  5%  of  the  com- 
pany to  their  lawyer  for  $20,000. 

Capitalizing  the  company  was  the 
easy  part.  The  hard  part  was — and  is — 
finding  merchandise.  Computer  re- 
tailers have  shied  from  taking  trade- 
ins  because  they  didn't  want  used  ma- 
chines competing  with  new  ones 


Computer  creampuffs  (and  dogs) 


Below  are  the  latest  representative  prices  for  selected  used 
computers.  Note  that  some  models,  the  IBM  PC  for  example, 
retain  value  better  than  others. 


Suggested 

Average 

retail 

selling 

Used,  re- 

Used, 

Make  and  mode! 

price 

price 

furbished" 

as  is 

Apple  Macintosh 

$2,195 

$1,521 

$1,248 

$  985 

AT&T  PC  6300 

2,810 

2,097 

1,614 

1,042 

Commodore  Amiga 

1,995 

1,071 

910 

780 

Compaq  Portable 

2,695 

1,965 

1,730 

1,280 

Corona  Portable 

1,495 

1,297 

1,140 

920 

Cromemco  System  I 

8,495 

6,311 

1,268 

942 

H-P  Vectra 

3,399 

3,039 

2,650 

1,700 

IBM  PC 

2,650 

1,952 

1,675 

1,180 

IBM  PC/AT 

5,795 

4,302 

3,400 

2,407 

Xerox  820t 

2,995 

1,980 

633 

495 

•Usually  includes  dealer  warranty  and  service  contract.    tManufacturing  discontinued 

Source:  Fred  Broun.  The  Brown  Book  (Sarita  Barbara  Calif  ) 


Prot'en  Technology's  Sol  (left)  and  Gioi 
A  shortage  of  merchandise. 

(Forbes,  Oct.  22,  1984).  But  Giovo  am 
Sol  convinced  several  ComputerLam 
franchisees  that,  since  Proven  Tech 
nology  would  be  exporting  the  goods 
they  need  not  fear  competition  fron 
used  computers.  The  result  was  tha 
Giovo  and  Sol  signed  agreement 
with  85  ComputerLand  franchisee 
under  which  the  franchisees  will  ac 
cept  trade-ins  as  agents  for  Prove: 
Technology. 

But  they  still  don't  have  enoug 
merchandise.  Proven  Technology  ha 
shipped  only  250  machines  oversea; 
some  70%  of  its  $1  million  (this  year' 
estimated  revenues)  business  is  sti- 
in  the  U.S.,  where  it  comes  mainl 
from  individual  purchasers  who  don 
want  to  or  can't  shell  out  for  nei 
systems.  Giovo  tells  of  a  distributor  i 
Auckland,  New  Zealand,  who  wante 
50  IBM  PCs  a  week.  "We  can't  do  i 
yet/'  laments  Giovo. 

The  root  of  the  problem  is  fallin 
prices  for  new  computers.  A  standar 
IBM  PC  with  256K  memory,  two  flot 
py  disk  drives  and  a  monochrom 
monitor  cost  $5,444  in  1981,  vi 
$1,900  today.  Proven  Technology  wi 
sell  that  IBM  setup  for  $1,350,  payin 
the  seller  $1,000  through  the  Compi 
terLand  franchisee  in  the  form  of 
credit  toward  the  purchase  of  a  nei 
system.  Proven  Technology's  marku 
includes  the  cost  of  checking  out  th 
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Rick  Rickman 


ichine  and  a  30-day  warranty  for  its 
stomers.  But,  according  to  Harry 
wards,  director  of  retail  operations 
■  two  ComputerLand  stores  in  Santa 
ara  and  Santa  Cruz,  many  custom- 
i  refuse  to  trade  in  a  $5,000  comput- 
for  $1,000  so  they  can  buy  a  new 
e  costing  $1,900.  Better  to  give  the 

I  machine  away  to  friends  or  chil- 
m,  or  donate  it  for  the  writeoff. 
Giovo  has  no  doubt  that  a  full- 
jwn  market  for  used  computers 

II  eventually  develop,  and  he's 
Dbably  right.  U.S.  consumers  have 
ught  over  $30  billion  worth  of  per- 
nal  computers  in  the  last  five  years, 
my  of  those  buyers  have  hardly 
ed  their  machines  and  wouldn't 
ind  some  cash  back.  Many  more 
>uld  like  to  trade  up.  Meanwhile, 
e  Third  World  would  like  to  get 
irted  on  the  new  technology.  If 
>mputerLand  franchisees  can't 
;et  their  demand,  says  Giovo,  it  is 
ababiy  time  to  forget  the  exclusive 
reement  Proven  Technology  now 
s  with  ComputerLand  stores,  and 
ne  to  approach  other  computer 
ains,  and  even  manufacturers 
emselves,  for  used  computers. 
Giovo  says  Proven  may  start  its 
m  chain  of  used  computer  stores 
rough  franchising,  and  vows:  "We 
int  to  be  the  ComputerLand  of  used 
rsonal  computers."  ■ 


Transfer  To  Tiger  Country 

For  Toothsome  IRA  Returns 

The  Boston  Company  Capital  Appreciation  Fund  has 

been  a  real  tiger  for  our  IRA  Plus  investors.  For  the 
•  12  months  ended  12/16/85,  the  Fund  provided  a  total 
return  on  investment  of  37.36%.* 

You  can  transfer  your  existing  IRA  or  rollover  a 
qualified  lump-sum  distribution  to  The  Boston 
Company  IRA  Plus  without 


get  these  additional 
IRA  Plus  benefits: 

•  Five  no-load  mutual  funds 

•  Free  exchange  privilege  within  our 
Family  of  Funds 

•  $500  minimum  initial  IRA  investment 

•  No  minimum  on  additional  investments 

•  Free  advisory  service  through  Investment 
Dynamics,  published  quarterly,  to 
maximize  your  use  or  The  Boston 
Company  Family  of  Funds. 

l-800-"CALL  BOS" 
1-800-225-5267 


Call  or  write  for  a  free  Prospectus  and 
IRA  Plus  kit  containing  more  complete 
information,  including  management 
fees  and  expenses.  Read  it  carefully 
before  you  invest  or  send  money. 


Address 


City 


The  Boston 
Company 

IRA/Capital  Appreciation 


*For  the  five  years  ended  12/16/85,  the  Capital  Appreciation  Fund's  total  return  was  121.36%.  Performance  figures  include 
change  in  share  price  and  reinvestment  of  dividends  and  capital  gains  distributions,  updating  the  Fund's  Statement  of  Addi- 
tional Information.  Net  asset  value  and  the  amount  of  dividends  will  fluctuate  as  market  conditions  change,  and  past  per- 
formance is  no  guarantee  ot  future  results.  Principal  Underwriter;  The  Boston  Company  Funds  Distributor,  Inc. 


"Before  HarrisNet  tied  us  together, 
we  had  a  lot  more  time  on  our  hands." 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  details  on  how  HarrisNet  can  get  your 
terminals  working  together,  call  1-800-4-Harris,  Ext.  21. 

2)  HARRIS 
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On  the  Docket 


Edited  by  Geoffrey  Smith 

Some  encouraging  words  from  the  bench:  Judges  are  cracking 
down  on  outrageous  legal  fees  and  frivolous  suits. 


Order  in 
the  court 


By  Janet  Bamford 


T|  he  mere  threat  to  sue,  no  mat- 
ter how  frivolous  a  case,  is  cost- 
ly to  defendants.  Even  if  they 
win,  legal  costs  can  be  horrendous. 

But  under  revisions  in  the  rules  of 
federal  civil  procedure — approved  by 
the  Supreme  Court  in  1983 — judges 
are  required  to  do  something  when- 
ever they  encounter  attorneys  abus- 
ing the  legal  system.  Examples  of 
time-wasting,  fee-hyping  courtroom 
capers  would  include  unwarranted 
discovery  requests  and  obviously  fu- 
tile motions. 

In  theory,  judges  have  always  had 
the  authority  to  mete  out  punishment 
for  such  abuses,  but  they  rarely  did, 
especially  against  attorneys. 

Occasionally,  the  winning  side  in  a 
lawsuit  would  recover  legal  costs 
from  the  losers,  as  happened  last  Dec. 
30  when  a  Charleston,  W.Va.  judge 
ordered  six  former  Monsanto  employ- 
ees to  pay  $305,000  in  legal  costs  to 
Monsanto.  The  action  was  notable 
mainly  for  its  size.  The  six  had  unsuc- 
cessfully sued  the  firm,  claiming  they 
had  been  contaminated  by  dioxin. 

Under  the  new  rules,  judges  are 
punishing  lawyers  for  obvious  trans- 
gressions— in  fact  they  are  required 
to.  If  a  federal  judge  decides  a  lawyer 
has  filed  a  motion  simply  to  delay  the 
trial,  says  Professor  Richard  Marcus 
of  the  University  of  Illinois  law 
school,  "the  judge  shall — not  may — 
impose  sanctions." 

At  least  ten  states  have  followed 
the  federal  courts  with  similar  man- 
datory sanctions. 

So  far  federal  judges  in  New  York 
City,  San  Francisco  and  Chicago  have 
been  most  aggressive  in  using  the  new 
rules;  others  are  not  far  behind.  "I'd 
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conservatively  estimate  sanctions 
have  been  enacted  in  300  cases  since 
1983/'  says  Charles  Shaffer,  who 
heads  an  American  Bar  Association 
committee  on  federal  litigation  proce- 
dure. "Before  this,  it  was  rare." 

In  Pittsburgh  a  lawyer  for  a  widow 
whose  husband  died  of  leukemia 
claimed  that  exposure  to  benzene 
caused  the  disease.  Her  lawyers 
couldn't  pin  down  who  sold  the  ben- 
zene to  the  plant  where  the  deceased 
had  worked,  so  they  sued  all  101  com- 
panies that  manufactured  benzene  at 
the  time. 

That  ploy  didn't  work.  Of  the  defen- 
dants, 89,  including  Tenneco,  Union 
Carbide,  Mallinckrodt,  Marathon  Oil, 
Celanese  and  Dow  Chemical,  were 
dismissed.  They  were  able  to  show 
they  had  had  nothing  to  do  with  the 
benzene  in  question. 

But  they  shouldn't  have  been 
named  at  all,  said  Federal  Judge  Alan 
N.  Bloch.  "Eighty-nine  defendants 
were  forced  to  incur  the  costs  of  ap- 
pearing in  court  unnecessarily," 
wrote  Bloch  in  his  opinion.  "Corpora- 
tions do  not  have  such  deep  pockets 
that  they  should  be  forced  to  defend 
themselves  against  totally  baseless 
claims."  He  ruled  that  the  lawyers 
had  abused  the  civil  litigation  process 
and  ordered  them  to  pay  $160,000  in 
legal  fees  for  the  89  defendants.  Not 
surprisingly,  the  lawyers  are  appeal- 
ing. Hopefully,  they  will  lose. 

There's  another  encouraging  sign 
from  the  bench:  Judges  are  casting  a 
jaundiced  eye  on  huge  legal  fees,  espe- 
cially in  class  action  cases. 

For  example,  in  the  Continental  Il- 
linois shareholders'  suit  now  in  Chi- 
cago federal  court,  Judge  John  F. 
Grady  laid  down  ground  rules  at  the 
trial's  outset.  His  order  is  designed  to 
prevent  abuses  like  those  in  the  Fine 
Paper  antitrust  class  action  in  1983, 
where  attorneys'  fees  ran  to  $20  mil- 
lion (later  cut  to  $5  million). 

"Generally,  attorneys  should  work 
independently,  without  the  incessant 
'conferring'  that  so  often  forms  a  ma- 
jor part  of  the  fee  petition  in  all  but 
the  tiniest  cases,"  Grady  noted  in  his 
order.  When  conferences  are  neces- 
sary, they  should  be  conducted  over 
the  telephone  to  save  money  when 
possible,  the  judge  said.  Other  rules 
state  that  no  more  than  one  plaintiff's 
lawyer  be  at  a  deposition,  and  senior- 
partner  rates  be  paid  for  senior-part- 
ner-class work  only.  "If  a  senior  part- 
ner reviews  documents  or  does  re- 
search a  beginning  associate  could  do, 
he  will  be  paid  at  the  rate  of  a  begin- 
ning associate,"  Grady  wrote. 

Maybe  there's  justice  in  the  old  jus- 
tice system  after  all.  ■ 


In  Paris 

the  luxury  of  the  last  century  is  alive. 
And  breathtaking! 

HOTEL 
INTER*  CONTINENTAL 
PARIS 


THE  ADVANTAGE  IS  INTER-CONTINENTA1? 

•>„ INTER-CONTINENTAL  HOTELS 

3  rue  de  Castiglione,  75040  Paris-Cedex 01,  (331)  (4)  260 3780,  Telex:  220114 
For  reservations  at  over  80  superb  hotels  around  the  world  call: 
1-800-327-0200  or  your  travel  agent  or  travel  planner. 


'Every  time  I  think  about  the  cost 
of  office  automation,  I  see  red." 


"Call  Harris.  They'll  keep 
you  in  the  black." 


FOR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  information  on  how  Harris  office  automation  systems 
can  give  you  a  better  bottom  line,  call  1-800-4-Harris,  Ext.  30. 

(J)  HARRIS 
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Avon's  goal  for  office  automation  was  simple:  to  make  the  entire  company 
more  competitive.  They  evaluated  the  three  leading  systems  in  the  field.  Could  one 
tie  all  Avon's  different  computers  together,  use  personal  computers  as  workstations, 
be  easy  to  use  and  available  now? 

According  to  Frank  Giannantonio,  Avon's  Director  of  Information  Services, 
"We  looked  for  the  system  that  could  do  more  than  any  other  and  communicate 
better  than  any  other."  Avon  chose  Digital. 

Avon's  employees  are  already  doing  more.  "There's  been  a  23%  productivity 

"Digital  gave  us  an  office 
solution  that  allows  all 
of  Avon's  computing 
systems  to  work  together.' 

gain  among  managers,"  notes  Giannantonio,  "and  for  secretarial  and  administrative 
staff  a  53%  increase."  Giannantonio  also  sees  an  improved  decision-making 
process.  "Since  we  can  get  information  quicker  from  anywhere  in  the  company, 
we  can  make  better  decisions  sooner." 

Digital's  whole  idea  of  making  computers  work  together  has  always  been  to 
make  it  easier  for  people  to  work  together. 

To  get  your  competitive  advantage  now,  write: 
Digital  Equipment  Corporation,  200  Baker  Avenue, 
West  Concord,  MA  01742.  Or  call  your  local  sales  office. 


•igjtal  Equipment  (,<h  p<>r;iin  <n  1985  Digit  ;t  I  .md  the  Digital  logo  arc  trademark,*,  of  Digital  Equipment  Corporation 


Taxing  Matters 


Yes,  Virginia,  there  will  be  tax  reform  in  ;ng  ™ct^ods ;such  as  compjeted  con- 

j.  \y^>}  vwv,    v  j  tract  and  cash  versus  accrual  account- 

1986,  says  tax  expert  David  Berenson.       ing  The  bad-debt  deduction. 

What  about  the  House's  proposed  22% 
capital  gains  tax  for  indh  iduals? 
Berenson:  It  will  probably  be  spared. 
But  a  stronger  minimum  income  tax 
for  both  individuals  and  businesses  is 
virtually  assured. 


Who'll  be  hurt, 
who  helped? 


By  Laura  Saunders 


Will  they  or  won't  they?  Will 
a  major  tax  bill  emerge  from 
Congress  this  year?  Yes,  says 
one  who  should  know,  David  Beren- 
son, chief  of  Big  Eight  accounting  firm 
Ernst  &  Whinney's  Washington  na- 
tional tax  office  since  1983. 
Berenson.  Everyone's  got  too  much  on 
the  line  for  it  [tax  reform]  not  to  pass. 
The  President  is  a  great  campaigner, 
and  this  is  the  major  domestic 
policy  issue  of  his  second  term. 
The  22  Republican  senators  up 
for  reelection  want  help.  And 
[Representative  Dan]  Rosten- 
kowski's  hopes  to  be  Speaker  of 
the  House  are  riding  on  it,  too. 

When  will  the  legislation  emerge  in 
its  final  shape? 

Berenson:  Not  in  the  Senate,  but 
in  the  House-Senate  conference 
committee.  That's  where  the 
bill  will  be  written.  Remember, 
hearings  and  mark-up  sessions 
in  the  Senate  are  open.  The 
rules  allow  open  debate  and 
amendments  from  the  floor,  un- 
like in  the  House. 


What  will  happen  to  the  deduction 
for  state  and  local  taxes? 
Berenson:  Nobody  has  noticed 
that  the  House  version  already 
cuts  this  deduction  for  taxpayers 
subject  to  the  alternative  mini- 
mum tax.  What's  left  of  it  should 
be  the  biggest  target  in  the  con- 
ference committee.  Eliminating 
the  state  and  local  deductions 
would  raise  $40  billion  in  rev- 
enues annually  by  1990,  and  that 
is  a  necessity  to  meet  the  Presi- 


dent's goal  of  a  revenue-neutral  bill 
with  no  retroactive  provisions,  a  per- 
sonal exemption  of  $2,000  for  everyone 
and  a  top  tax  rate  of  35% . 

What  other  areas  are  likely  to  come  un- 
der fire? 

Beretison.  The  exemption  for  industri- 
al revenue  bonds.  Deductions  for  em- 
ployee fringe  benefits  and  nonmort- 
gage  interest  expense  like  consumer 
debt.  Benefits  from  business  account- 


Carrie  Boretz  Archiv 


Ernst  &  Whinney's  Dai  id  Berenson 
Invest  in  oil,  not  real  estate. 


Wlmt  are  the  chances  for  a  value-added- 
type  tax  such  as  Senator  William  Roth's 
business  transfer  tax? 
Berenson:  That's  the  real  question.  A 
business  transfer  tax  could  have  sev- 
eral qualities  attractive  to  politicians. 
First,  it  can  be  protectionist  because  it 
exempts  domestic  costs  and  not  for- 
eign ones.  That  helps  the  capital-in- 
tensive companies  that  want  import 
relief. 

Second,  because  it  exempts  domes- 
tic taxes,  it  has  a  strong  minimum  tax 
component.  It  would  hit  well  shel- 
tered companies  like  General  Electric 
harder  than  firms  with  high  tax  bills. 
Congress  would  like  that,  because  it 
would  dampen  the  perception  that 
businesses  don't  pay  enough  taxes. 

Most  important,  it  could  raise  tre- 
mendous amounts  of  revenue.  A  10% 
BTT  would  raise  $100  billion  a 
year.  And  a  VAT  is  a  hidden  tax, 
not  nearly  so  painful  as  one  you 
see.  Of  course,  I  never  saw  a  tax 
levied  at  10%  stay  at  10%.  It 
always  gets  raised. 

Given  probable  major  changes  in 
the  tax  laws,  what  investments 
make  sense  now? 
Berenson:  Oil,  for  one.  Right 
now  we're  at  the  bottom  of  the 
market,  or  somewhere  near  it. 
Good  properties  are  available 
cheap,  and  even  the  House  ver- 
sion of  the  bill  doesn't  drastical- 
ly reduce  tax  incentives  in  the 
oil  business.  You  still  get  to 
take  most  of  your  deductions 
for  costs  now,  and  the  income  in 
the  future  will  be  taxed  at  even 
lower  rates. 

Real  estate? 

Berenson.  Much  different.  The 
margin  of  error  will  be  grossly 
reduced.  You'll  only  be  able  to 
recover  costs  over  30  years  in- 
stead of  19  as  now  for  real  estate 
and  1  or  2  for  oil.  Inflation  has 
made  great  financiers  out  of 
fools  in  the  past  in  real  estate, 
but  you  can't  bet  on  that  now.  ■ 
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3y  Peter  Jenkins 

_  


b  get  "right-friendly,"  as  they  say 
iround  here,  my  name's  Peter  Jenkins 
»nd  I  want  to  introduce  you  to  a  great 
)lace  called  Tennessee.  You  might  know 
)f  me  from  the  books  I've  written  about 
ny  five-year  walk  across  America.  The 
)Ooks,  Walk  Across  America  and  The 
Nalk  West,  tell  about  the  incredible 
jducation  I  received  by  walking  across 
\merica  and  living  and  working  with  all 
cinds  of  people.  I  lived  with  a  hermit  on 
op  of  his  mountain  in  Virginia,  worked  in 
)  sawmill  in  North  Carolina  and  on  an  oil 
ig  in  the  Gulf  of  Mexico,  and  was  lost  in 
he  canyon  land  of  Idaho  driving  herds 
)f  cattle.  Not  bad  for  a  "preppy,"  born 
ind  raised  in  Greenwich,  Conn. 

After  completing  my  walk  across 
\merica,  I  became  a  best-selling  writer, 
ooking  for  a  place  to  settle.  Although 
could  live  anywhere  in  the  world,  it 
vas  no  easy  decision  where  I  wanted  to 
vork  and  raise  my  family.  What  about  an 


island  off  the  coast  of  Maine?  Or  a 
brownstone  in  New  York?  Maybe  a  ranch 
in  the  land  of  the  big  sky,  Montana?  It 
was  awfully  hard  for  me  to  make  up  my 
mind.  Of  all  the  places  in  the  world  I 
could  have  chosen  (and  maybe  I  should 
have  chosen  Ireland  since  it  doesn't  tax 
authors),  I  chose  to  sink  down  some 
deep  roots  in  Tennessee. 

I  know  most  people  who  don't  live 
here  think  Tennessee  is  still  a  place 
where  everyone  listens  to  country  mu- 
sic, runs  around  barefoot  and  pregnant, 
and  acts  just  like  "them-thar"  people  in 
the  TV  show  "The  Beverly  Hillbillies." 
Well,  it  is  true  that  many  Tennesseans 
love  country  music;  however,  thousands 
and  thousands  would  rather  go  to  hear 
one  of  our  fine  symphony  orchestras 
perform.  And,  yes  sir,  a  bunch  of  us  run 
around  barefoot.  We're  proud  to  have 
enough  of  the  great  outdoors  left  to  run 
around  in.  And,  yes,  plenty  of  us  are 
proud  of  living  in  and  among  some  of 
Tennessee's  beautiful  "hills."  However, 
very  few  of  us  would  want  to  live  in 
Beverly  Hills;  we've  got  it  too  good 
right  here  in  Tennessee. 

For  many  decades,  there  were  not 
many  jobs  in  Tennessee  and  many  of  its 
people  had  to  leave  to  head  North,  Mid- 
west and  anywhere  else  there  was  work. 
The  people  who  stayed  here  learned 
how  to  work  hard  and  survive.  One  of 
them,  Peggy  O'Neal  Peden  of  Nashville, 
wrote  a  verse  that  describes  what  is 
happening  here  now.  It's  called  "Cousins 
in  Detroit"  and  goes  like  this:  "We've  all 
got  cousins  in  Detroit.  People  who  left 
because  there  wasn't  any  work  and  took 
a  little  bit  of  Tennessee  with  them  to  the 


mills  and  factories  in  the  North.  But  the 
jobs  are  here  now,  and  their  children  are 
coming  home." 

And  why  is  it  the  jobs  are  coming  to 
Tennessee  now?  I  will  let  some  of 
Tennessee's  most  influential  people 
tell  you.  I  asked  them  why  so  much 
of  the  "smart  money"  thinks  Tennessee 
is  one  of  the  top  ten  growth  states  of 
the  1980s.  You'll  hear  from  the  men  who 
run  Federal  Express,  Nissan,  Holiday 
Corp.,  Martin-Marietta  Corp.,  Tennessee 
Eastman,  Aluminum  Company  of  Amer- 
ica (ALCOA),  and  more.  And  we've 
talked  with  some  of  our  latest  arrivals, 
like  the  men  and  women  from  Saturn 
Corp. 

Some  of  the  major  industrial  locations 
of  the  decade  are  coming  to  Tennessee. 
Saturn,  Nissan,  Bridgestone.  Mike 
Rose,  president  of  Holiday  Corp.,  a 
homegrown  Tennessee  company,  says 
one  big  reason  they're  coming  here  now 
and  will  keep  coming  is  because  there 
is  little  "living  pressure"  in  Tennessee. 
Rose  expects  the  people  who  work  at 
any  company  he  runs  to  give  at  least 
110%  on  the  job,  but  when  he  and  most 
Tennesseans  leave  work,  the  rest  of  life 
is  not  a  battle.  I  heard  over  and  over 
statements  like,  "Here  you  don't  go  to 
'war'  to  get  to  work,  do  your  banking,  or 
get  the  kids  to  school."  And  that's  the 
case  for  all  of  Tennessee,  from  the  flat- 
lands  of  Memphis,  through  Nashville 
and  on  to  Chattanooga,  Knoxville  and 
our  Tri-cities— Kingsport,  Bristol  and 
Johnson  City— in  Upper  East  Tennessee. 

To  enjoy  all  life  really  has  to  offer  in 
today's  economy,  it  s  not  only  how  much 
you  make,  but  how  far  your  money  goes. 


ADVERTISEMENT  2 


What  is  the  cost  of  living  where  you  are? 
Food,  clothes,  phone  bills  and  gas  are 
pretty  much  the  same  anywhere  in  the 
USA,  but  how  much  does  it  cost  to  rent 
a  condo  or  buy  a  house?  How  much  are 
taxes,  and  how  much  do  a  plumber,  park- 
ing and  toll  roads  cost,  and  how  much  of 
your  life  do  you  spend  in  lines  and  jams? 
In  Tennessee,  your  money  stretches 
much  farther  than  in  many  places  in  this 
country. 

Now  that  so  many  people  with  roots  in 
Tennessee  are  moving  back  for  a  better 
way  of  life  and  a  better  job,  there  are 
many  of  us  having  to  reintroduce  them 
to  the  state.  And  there  are  those  like  me 
who  choose  to  live  here  even  though  our 
roots  are  elsewhere.  When  our  friends, 
business  associates  and  family  come  to 
see  us,  they  want  to  know  what  there  is 
to  do  here.  I'll  introduce  them— and  you 
— to  some  of  the  world's  greatest  music, 
white  water  canoeing,  hang  gliding, 
crafts  and  much  more. 

Because  there  is  so  much  to  do  here, 
other  than  just  work,  Tennessee  chal- 
lenges you  to  fill  your  life  with  great  mu- 
sic, great  food,  great  friendships  and  our 
great  outdoors.  Speaking  of  our  incredi- 


ble outdoors,  let  me  quote  from  the  in- 
troduction to  "The  Greatest  Outdoors" 
section  of  our  Tennessee  Sampler,  a 
guidebook  to  our  state  written  by  staff 
and  me.  "Tennessee  has  it  all.  Undiscov- 
ered caves.  Unspoiled  coves.  Streams 
and  springs  in  abundance.  Virgin  forests. 
Hiking  trails  you'll  have  all  to  yourself. 
Coldwater  trout  streams.  Warm-water 
lakes  that  lure  bald  eagles  from  Canada 
each  year.  Boar  hunting.  Bear  hunting. 
Deer  hunting.  Duck  hunting.... World- 
record  fishing.  Natural  bridges.  Cham- 
pionship golf  courses  and  skeet  shooting. 
Cross  country  skiing  at  Roan  Mountain 
and  hang  gliding  off  Lookout  Mountain. 
White  water  canoeing  and  placid 
floating. ..all  this  and  much  more." 

OK,  you're  saying  to  yourself,  maybe 
this  place  they  call  Tennessee  has  po- 
tential for  my  company's  future  plans. 
Good.  Let  me  tell  you  more.  In  a  1985 
study  conducted  by  the  University  of 
Tennessee,  they  found  that  the  leading 
determinants  for  business  location  were 
the  following:  less  union  influence,  pro- 
business  attitude  of  state  government, 
worker  productivity  and  right-to-work 
laws.  Tennessee  offers  all  of  these. 

Every  leader  I  interviewed  bragged 
about  Tennessee  workers. 

Kenneth  Jarmolow,  president  of 
Martin-Marietta  Corp.,  says  his  thousands 
of  Tennessee  workers  are  motivated. 
"Tennessee  people  realize  that  in  this 


Tennessee,  Today 

So  much  more  than  Grand  Ole  Opry 

Now  you  know  us  for  Saturn  and  Nissan,  as  well.  But 
there's  even  more.  Tennessee  truly  is  an  industrial  state. 

If  you're  considering  a  Tennessee  location,  we  can  help. 
Our  roots  are  deep  in  Tennessee.  And,  it's  our  business 
to  know  the  territory. 

Sverdrup  is  a  professional  services  firm  with  offices  in 
principal  cities. .  .engaged  in  development,  design,  con- 
struction and  management  for  many  of  the  nation's  leading 
companies.  Our  people  provide  an  objective  evaluation 
of  sites  in  Tennessee,  or  anywhere  else  in  the  world. 

Of  course,  today's  Tennessee  deserves  a  close  look.  Call 
us  at  (615)  331-9232  or  write  Don  Hinson,  3354  Perimeter 
Hill  Drive,  RO.  Box  1 1 1 892,  Nashville,  Tennessee 

37222-1892. 


Sverdrup 

CORPORATION 


life  you  must  work  hard.  Instead  of  quit- 
ting early,  and  constantly  bringing  up 
grievances,  they  work  at  changing  their 
own  work  place,  at  constructive  criti- 
cism." And  at  Martin-Marietta  of  Tennes- 
see, Jarmolow  works  with  nine  different 
unions. 

Marvin  Runyon,  president  and  CEO 
of  Nissan,  adds,  "Tennesseans  are  very 
intelligent.  When  we  at  Nissan  chose 
Tennessee  as  the  place  we  wished  to 
manufacture  trucks  and  cars,  we  hired 
very  few  people  from  outside.  About 
95%  of  our  people  are  from  Tennessee, 
and  99%  of  them  had  no  previous  expe- 
rience building  vehicles.  Now  we're  pro- 
ducing cars  and  trucks  of  the  same 
quality  or  even  higher  than  they  are  in 
Japan,  and  all  that  in  less  than  three 
years."  Runyon  continued,  bragging 
about  his  workers.  "With  these  Tennes- 
seans, we  have  built  what  Ward's  Auto 
World  calls  the  'highest  quality  vehicle 
sold  in  North  America.'" 

ToyReid  of  Tennessee  Eastman's 
Chemicals  Division,  which  employs 
11,000  nonunion  workers  in  Upper  East 
Tennessee,  is  also  enthusiastic  about 
Tennessee's  workers.  "Our  people  were 
very  teachable.  We  now  have  computer 
terminals  all  over  our  plant,  and  have 
found  that  our  workers  are  able  to  grow 
as  individuals  through  their  work  experi- 
ence, whether  the  challenge  is  com- 
puters or  intricate  chemical  processes." 

Fred  Smith,  president  and  founder 
of  Federal  Express,  headquartered  in 
Memphis,  says  there  are  still  other 
places  in  America  where  people  work 
real  hard,  but  what's  additionally  great 
about  Tennessee  is  its  location.  "LOCA- 
TION. LOCATION.  LOCATION."  With  the 
constant  rise  in  shipping  costs,  location 
is  becoming  increasingly  important  to 
Federal  Express,  Saturn,  Nissan,  Good- 
year and  every  other  company  that  has 
to  ship  products  to  a  spread-out  market- 
place. The  fact  is,  Tennessee  is  within  a 
day's  drive  of  76%  of  the  nation's  markel 
centers.  And,  if  the  nation's  population 
keeps  shifting  as  it  is  now,  Tennessee 
will  be  the  bull's-eye  marketing  location 
for  the  USA  in  a  very  short  time. 

Speaking  of  transporting  products, 
Tennessee's  truckers  can  do  some  as- 
tounding things  as  they  fan  out  from  the 
state  like  the  rays  of  the  sun.  For  exam- 
ple, on  a  crisp  November  day  in  1985, 
three  of  the  Volunteer  State's  finest  driv- 
ers are  hard  at  work. 

Seth  "Catfish"  Isabell,  for  years  one  ol 
General  Trucking  Co.'s  best  drivers,  is  in 
Middle  Tennessee,  checking  the  straps 
on  a  load  of  Carrier  air  conditioners. 

Far  to  the  west  of  Isabell,  Rodger  Prit- 
chett,  an  M.  S.  Carriers  driver,  whose 
CB  handle  is  "Uncle  Pud,"  is  picking  up 
a  load  of  paper  towels  at  Kimberly-Clark 
in  Memphis. 

And  way  over  in  East  Tennessee,  Jack 
"Paddlefoot"  Kirby  of  A.  J.  Metier  Haul 
ing  of  Knoxville  backs  a  sleek  German- 
made  trailer,  specially  built  to  haul  glass, 
Continued  on  page  i 
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Recently,  both  Nissan  and  General  Motors  chose  Tennessee  as  the  home  for  their  new  state-of- 
the-art  automotive  assembly  plants. 

The  same  things  that  attracted  two  of  the  world  s  largest  automakers  are  attracting  scores  of 
other  businesses.  Both  large  and  small.  MHBB 

So  if  it's  time  your  company  made  a  move  to  Tennessee,  E^^^  FIRST 


talk  to  the  bank  that  keeps  the  whole  state  moving.  ^^^B  TENNESSEE 

First  Tennessee.  HB. 

AN  UNCOMMON  BANK  FOR  UNCOMMON  PEOPLE. 

Member  KDIC  "^Registered  Service  Mark  owned  and  licensed  by  First  Tennessee  National  Corporation.  1  198fi  First  Tennessee  Bank.  165  Madison,  Memphis,  TN  :iH103 


MOST  PEOPLE  W 
BUYING  A  TOASTER  \| 

YET  THEY  DON'l 
AN  IMPORTANT  PA 


WE  GIVE  YOU 
TWO  MONEY-BACK 
GUARANTEES. 


It's  really  ridiculous. 

Why  should  you  pay  an  air  express  com- 
pany if  they  deliver  your  package  late? 

At  Federal  Express,  if  we  don't  deliver 
your  package  by  1  "'O  A. M*,  just  tell  us,  and  we'll 
give  you  your  mori.  osack** 

You'll  also  g«      ur  money  back,  upon 


request,  if  we  can't  tell  you  the  exact  status  of 
your  package  within  30  minutes  of  the  time  you 
call  us. 

If  it  seems  like  we  have  a  little  more 
confidence  in  the  system  we've  built,  it's  no 
coincidence. 

We  were  the  company  that  practically 


"Or  by  our  scheduled  delivery  tim«  5  indicated  in  the  "Cities  Served"  section  of  our  Service  Guide.  "See  refund  policy  in  the  "Service"  section  of  our  Servic 


LDN'T  DREAM  OF 
HOUT  A  GUARANTEE. 

SITATE  TO  SEND 
IGE  WITHOUT  ONE. 


THEY  DON'T 
GIVE  YOU  ANY. 


invented  the  whole  concept  of  overnight  delivery 
in  the  first  place. 

Since  then,  we've  spent  millions  of  dollars 
developing  our  system  to  the  point  where  we're 
the  only  air  express  company  that  offers  these 
two  guarantees. 

Next  time,  call  Federal  Express. 

Offer  not  applicable  to  package  consolidators.    1985  Federal  Express  Corporation, 


You  have  a  lot  riding  on  that  package. 
Don't  you  think  the  company  that's 
delivering  it  should  too? 

FEDERAL  EXPRESS 

WHY  FOOL  AROUND  WITH  ANYONE  ELSE? 
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The  Volunteer  Connection 

Roads 

1-40,  which  runs  coast  to  coast,  runs 
across  the  entire  state  of  Tennessee. 

Six  north-to-south  interstates,  1-55, 
1-65, 1-75, 1-24, 1-81  &  1-155,  may  be  found 
in  Tennessee. 

75,000  miles  of  state  highways  sup- 
port this  system. 

Water 

The  Tennessee  River  runs  through  East 
Tennessee  north  to  south,  dips  into  Ala- 
bama, and  then  heads  up  through  West 
Tennessee  south  to  north. 

The  Mississippi  River  winds  along  the 
western  boundary  of  the  state,  making 
Memphis  a  port  city,  as  rich  and  beauti- 
ful as  any  bustling  seaport.  Other  navi- 
gable rivers  include  the  Cumberland. 

Taken  all  together,  these  waterways 
and  the  new  Tennessee -Tombigbee 
can  connect  Tennessee  industry  with 
raw  materials  and  markets  from  the 
Gulf  Coast  to  all  of  middle-America's 
major  river  systems. 

Air 

Tennessee  has  7  major  airports,  15 
commercial  airlines  and  83  public  and 


private  airports. 

Memphis  has  a  Republic  Airlines  hub, 
which  routes  156  flights  daily  through 
West  Tennessee. 

Federal  Express  Corp.  in  Memphis  is 
keyed  to  Memphis'  central  locatidn  as 
an  air  center. 

American  Airlines  has  announced  it 
will  locate  its  major  north-to-south  hub  in 
Nashville,  eventually  serving  88  cities 
and  adding  235  flights  daily  to  Nash- 
ville's current  schedules. 

Railroads 

Tennessee  is  served  by  9  railroads 
in  208  cities  in  78  of  Tennessee's  95 
counties. 

Memphis,  Nashville,  Chattanooga, 
Knoxville  and  the  Tri-cities  of  Upper  East 
Tennessee  offer  major  rail  connections. 

Recent  Pro-Business 
Legislation  

Taxes 

Tennessee  levies  no  personal  income 
tax  on  wages. 

Tennessee  levies  no  state  property 
tax. 

Of  the  12  southern  states,  Tennessee 
has  both  the  lowest  per  capita  state 
taxes  ($532.46)  and  the  lowest  state 
taxes  as  a  percentage  of  income  (5.1  %), 
despite  the  fact  it  ranks  in  the  top  half  in 
per  capita  personal  income. 

Tennessee's  Corporation  Income 


(excise)  tax  is  6%  on  net  earnings. 

Manufacturers  are  allowed  an  invest 
ment  tax  credit  of  1  %  of  the  cost  of  in- 
dustrial machinery. 

Tennessee's  Franchise  Tax  is  25  cent 
per  $100,  with  a  $10  minimum. 

Local  tax  rates  and  assessments  are 
determined  by  Tennessee  cities  and 
counties.  In  1984,  the  median  city  tax 
rate  was  $1.25;  among  counties,  the 
1984  median  was  $2.80  per  $100  of 
assessed  values. 


Foreign  Investments 
in  Tennessee 


Thirty-two  Japanese  companies,  em- 
ploying about  8,000  Tennesseans,  have 
invested  more  than  $1.1  billion  in  Ten- 
nessee, the  state  with  the  largest  share 
of  Japanese  direct  investment  in  the 
United  States.  And  Japan  is  not  the  onlj 
large  foreign  investor.  Twenty-one  Cana 
dian  companies,  including  telecommu- 
nications giant  Northern  Telecom,  have 
located  headquarters,  plants  and/ordis 
tribution  and  sales  offices  in  Tennessee 
and  employ  3,400  people. 

European  direct  investment  comes 
largely  from  West  Germany  (22  compan 
ies,  2,700  employees)  and  the  United 
Kingdom  (29  companies,  5,500  employ- 
ees), with  Austria,  Belgium,  France,  th 
Netherlands,  Sweden,  Switzerland  and 
Ireland  also  represented. 
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iducation- 

jetter  Schools  Program 

;  iovemor  Alexander's  Better  Schools 
rogram  has  moved  Tennessee  to  the 
jrefront  of  educational  reform,  with  a 
>omprehensive  program  to  upgrade 
ennessee's  schools  over  the  next 
everal  years. 

Tennessee's  state  budget  for  K-12 
ducation  will  have  increased  35.63% 
y  the  end  of  fiscal  year  1985-1986 
verthe  base  year  1983-1984. 
Every  seventh  and  eighth  grader  in 
ennessee  completed  a  15-lesson  com- 
puter literacy  course  during  the  1984- 
985  school  year.  This  course  is  now  a 
nandatory  part  of  curricula  throughout 
ne  state.  One  computer  is  available  for 
very  30  seventh  and  eighth  graders 
i  every  Tennessee  school. 

The  number  of  math  and  science 
,:ourses  required  for  graduation  will  dou- 
ble beginning  with  the  class  of  1987. 
ft  This  fiscal  year  $67  million  will  be 
•;pent  for  merit  pay  incentives  to  teach- 
ers and  administrators  for  exceptional 
;>erformance. 

I  Citizen  task  forces  have  been  estab- 
lished in  124  of  Tennessee's  141  school 
nystems,  allowing  parents  and  taxpayers 
io  ensure  that  resources  are  being  uti- 
lized most  effectively, 
i  Governor's  Schools  for  gifted  students 
liuring  the  summer  provide  opportuni- 


ties for  in-depth  study  using  resources 
not  readily  available  in  their  schools. 

Every  one  of  Tennessee's  141  school 
systems  has  access  to  the  state's  132 
vocational  centers.  More  than  190,000 
students,  or  50%  of  those  enrolled  in 
grades  7-12,  are  involved  in  vocational 
education.  Annual  expenditures  in  this 
area  are  $90  million. 

Worker  Productivity  and 
Labor  Climate  

Tennessee  is  a  right-to-work  state  where 
union  membership  is  optional  by  law. 
Thriving  corporations  include  both  union 
and  nonunion  shops.  Tennessee  gives 
you  and  your  employees  the  choice. 

According  to  an  Alexander  Grant  and 
Co.  study  of  work  stoppages  over  two 
years  involving  1,000  or  more  workers, 
Tennessee's  work  stoppages  due  to 
organized  effort  are  about  one-tenth  of 
one  percent  of  total  working  time,  putting 
it  among  a  handful  of  states  with  the  sec- 
ond-lowest percentage  recorded. 

In  1984  Tennessee's  Manufacturing 
Output/Employee  (1972  $)  was  $22,900, 
with  a  percentage  change  of  5.66  as 
compared  to  the  U.S.  Output  of  $20,200 
with  a  percentage  change  of  5.59. 

Tennessee  Homecoming  '86 

Tennesseans  like  to  say  that  the  things 
that  make  anybody  from  anywhere  feel 
at  home  in  Tennessee  are  a  lot  like  a 


patchwork  quilt.  It's  ail  the  different 
pieces  coming  together — some  handed 
down  for  generations... some  shared 
with  a  good  friend  or  a  neighbor... some 
brand  new. 

Tennessee  Homecoming  '86,  the 
largest  statewide  program  in  the  state's 
history,  is  a  year-long  1986  celebration 
of  the  colorful  heritage,  traditions  and 
"good  old  American  values"  that  Ten- 
nesseans hold  dear.  We  are  inviting  any- 
one with  roots  in  Tennessee  to  come 
home — and  we  will  welcome  anyone 
else  who  wants  to  join  us. 

Visitors  to  the  Volunteer  State  this 
year  will  enjoy  everything  from  picnics  to 
parties,  festivals  to  county  fairs.  More 
than  660  communities  are  hosting  2,000 
special  celebrations.  These  unique 
events  are  a  culmination  of  a  3-step  pro- 
gram undertaken  by  each  Homecoming 
'86  community: 

•  Researching  the  heritage  of  the 
community; 

•  Planning  for  the  future; 

•  Completing  at  least  one  community 

improvement  project. 

Tennessee  Homecoming  '86  execu- 
tive director  Lee  Munz  says,  "Too  many 
places  lose  sight  of  what's  important, 
Tennesseans  still  hold  to  yesterday's  val- 
ues while  they  work  to  build  a  strong, 
prosperous  tomorrow.  We  think  that's 
worth  celebrating— and  that's  what 
Homecoming  '86  is  all  about."  ■ 


We  care  for  America* 
We  care  for  you. 

J  TM 

In  less  than  20  years,  HCA  has  Today,  that  comrnitment 

grown  from  one  Nashville  hospital    continues  to  serve  America  as  it 
into  the  largest  integrated  health       will  tomorrow.  As  long  as  mankind 
care  provider  in  the  world.  HCAs     hopes  for  a  richer,  fuller  life,  there 
growth  began  with  a  single  will  be  new  challenges  to  be  met, 

commitment:  to  provide  quality       new  victories  to  be  won. 
medical  services  and  facilities  ^Jdpt         We're  committed  to 
at  a  reasonable  cost .  mm%JfM\  winning  them. 
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Continued  from  page  2 

up  to  a  loading  dock  at  AFG  Industries 

in  Kingsport. 

By  the  next  morning,  Catfish's  air  con- 
ditioners are  being  offloaded  by  a  heli- 
copter in  downtown  Chicago  and  set 
down  on  top  of  a  new  skyscraper.  Half  of 
Uncle  Pud's  paper  towels  are  being  un- 
loaded in  Tulsa;  the  rest  he'll  take  on  to 
Oklahoma  City  the  same  day.  Paddle- 
foot's  load  of  glass  is  still  on  the  road, 
but  by  late  afternoon  he  has  delivered  it 
to  a  factory  in  Hartford,  Conn.  If  Catfish 
had  been  headed  south  instead, 
he  could  have  made  it  easily  to  New 
Orleans  or  Mobile  in  the  same  amount 
of  time. 

In  Tennessee,  we  love  our  down- 
home,  relaxed  life-style,  but  that  doesn't 
mean  we  don't  realize  that  in  order  to 
compete  in  today's  economy,  you  must 
be  ready  to  compete  with  the  world. 
That's  another  thing  I  discovered  Ten- 
nesseans  do  very  well.  Runyon  of  Nissan 
told  me  that  they  bring  in  vehicles  like 
Rolls  Royces  and  Mercedes,  etc.,  from 
all  over  the  world  so  that  they  can  study 
every  aspect  of  their  good  and  bad  qual- 
ities. For  Nissan,  Tennessee  Eastman, 


ALCOA  and  Saturn,  it's  not  enough  to 
produce  products  to  outsell  your  Ameri- 
can-made competition,  but  to  know  they 
must  beat  out  the  world  and  they're 
doing  it.  Fully  25%  of  Tennessee  East- 
man's chemical  market  is  worldwide. 
Reid  told  me,  "Almost  everything  we 
make  can  be  imported,  so  our  competi- 
tion is  definitely  the  world!" 

The  head  man  at  ALCOA  here,  Dick 
Ray,  agrees.  "The  1980s  and  1990s  truly 
have  a  different  drumbeat.  We  are  not 
isolated  anymore  from  the  rest  of  the 
world.  Either  we  compete  with  the  world, 
or  we'll  all  be  out  of  work.  And  our  un- 
ions here  in  East  Tennessee  realize  that 
hard,  cold  fact  and  have  altered  their 
thinking  accordingly." 

Tennessee  is  not  just  attracting  new 
investments,  but  our  existing  plants  are 
experiencing  growth  as  well.  The  Ten- 
nessee Eastman  plant,  for  example,  has 
1,400  construction  workers  building  new 
plant  facilities  and  upgrading  existing 
ones.  Reid  says,  "Everyday,  we  make 
major  capital  investments.  We  are  grow- 
ing and  just  figuring  out  new  and  better 
ways  to  do  what  we've  always  done  in 
our  market."  That  kind  of  innovative 
growth  and  expansion  is  happening  in 
every  corner  of  the  state. 

Tennessee's  ability  to  survive  may  be 
one  of  the  big  reasons  General  Motors  has 
chosen  Tennessee  for  its  Saturn  plant, 
the  single  largest  industrial  investment 


in  history.  This  plant,  located  in  Spring 
Hill,  will  be  bigger  than  120  football 
fields  under  one  roof  and  employ  more 
than  6,000  people.  And  what  did  brand- 
new  Tennessean  Bill  Hoglund,  preside™ 
of  Saturn,  have  to  say  recently  at  the 
Tennessee  Governor's  Conference  on 
Economic  and  Community  Develop- 
ment? Listen,  because  it's  true  about 
Tennessee  and  our  great  nation  as  well. 
"The  stakes  are  enormous  when  we 
speak  of  the  ability  of  Americans  to  conn 
pete  worldwide.  We  are  not  just  talking 
about  Saturn,  but  of  the  continued  suc- 
cess of  General  Motors.  Maybe  we're 
also  talking  about  the  success  of  Ameri- 
can manufacturing  in  world  competi- 
tion." And  we're  proving  we  can  win  here 
in  Tennessee.  Check  us  out,  for  we're 
not  resting  on  our  successes.  No,  sir. 

In  a  recent  conversation  with  our  vi- 
sionary Governor  Lamar  Alexander,  whc 
is  responsible  for  much  of  Tennessee's 
surge,  Alexander  said,  "The  reason 
we've  called  our  education  system  here 
in  Tennessee  priority  number  one  is  be- 
cause we  cannot  relax  with  our  recent 
successes.  We  must  educate  and  train 
our  children.  For  they  will  be  competing 
with  the  world  on  a  level  we've  never 
imagined  possible." 

So,  please,  ya'll  come  check  us  out 
here  in  Tennessee.  We  don't  plan  to  rest! 
on  our  successes;  we're  "just  now  get- 
tin'  going  good!"  ■ 


Wfe're  leading  the  security 
service  industry  into  the  future. 


If  your  security  isn't  Guardsmark,  it  isn't 
state  of  the  art. 

We  are  the  acknowledged  industry  leaders. 
The  innovators.  No  other  company  has  ever 
come  close  to  our  standards  for  quality, 
professionalism  and  officer  selection  and 
training.  And  that's  not  just  a  claim.  Our 
proof  is  that  in  a  very  transient  and  volatile 
service  industry,  we  maintain  an  astonishing 
94. l/o  client  retention  rate.  And  the  lowest 
officer  turnover  rate  of  all  security  companies. 

Don't  wait  until  you're  a  victim  to  call  the 
industry  leader.  Call  1-800-238-5878  now  for 
more  information. 

Guardsmark 

Over  6,500  employees  and 
68  offices  coast  to  coast. 


YESTERDAY'S  \ALUES 
ARE  ATTRACTING  TOMORROW'S 
JOBS  TO  TENNESSEE. 


When  General  Motors  chose  Spring  Hill,  Tennessee,  as  the  site  for  its  $5 
billion  Saturn  project,  it  wasn't  just  because  Tennessee  is  at  the  center  of 
things  with  76  percent  of  major  U.S.  markets  within  500  miles  of  its  borders. 
Another,  and  perhaps  even  greater,  determinant  was  that  Tennesseans  still 
hold  to  values  many  other  places  abandoned  years  ago. 

For  example,  we're  careful  with  the  dollar.  With  no  payroll  or  unitary  tax, 
our  taxes  are  among  the  nation's  lowest.  And  we've  reduced  our  state  debt 
24  percent  in  six  years. 

We  still  believe  in  rewarding  people  for  good  work.  Tennessee  is  the  only 
state  to  pay  teachers  more  for  teaching  well,  although  26  other  states  are 
following  our  lead. 

And  we  believe  that  giving  people  a  choice  is  the  American  way.  Memphis 
and  other  Tennessee  school  districts  are  bringing  families  back  into  the  public 
schools  by  giving  parents  a  choice  of  the  public  school  their  child  will  attend. 
And  our  right-to- work  law  guarantees  every  Tennessean  the  choice  of 
whether  to  join  a  union. 

Yesterday's  values— thrift,  excellence,  choice,  and  more— are  very  much 
alive  today  in  Tennessee,  where  they're  attracting  companies  who  want  to- 
morrow's jobs  done  right. 

See  for  yourself  during  Tennessee  Homecoming  '86.  All  this  year  we'll  be  cele- 
brating the  3,000 places  Tennesseans  proudly  call  home  with  what  will  be  part 
history  lesson,  part  family  reunion,  and  part  good,  old-fashioned  hoedown. 
Come.  Have  a  good  time  and,  at  the  same  time,  see  why  Saturn,  Nissan,  Goodyear, 
A  merican  A  Mines  and  other  major  corporations  have  chosen  Tennessee. 

Have  you  considered  Tennessee  as  a  home  for  your  new  investment?  If  you 
haven't,  you  should.  And  I  hope  you'll  call  me  or  Bill  Long,  Commissioner  of 
Economic  and  Community  Development.  The  number  is  1-800-251-8594. 

We  look  forward  to  hearing  from  you. 


Sincerely, 


Tennessee 


We're  proud  of  ourcountry 


Regions/Dwight,  Illinois 


If  you  re  looking  for  hard  times  in  the  farm 
belt,  you  can  skip  the  Illinois  prairie  coun- 
try, which  seems  to  he  doing  fine. 

"The  yields  were 
spectacular" 


By  Dero  A.  Saunders 


T|  he  First  National  Bank  of 
Dwight,  in  the  little  (pop. 
4,200)  farm  town  of  that  name  in 
the  black-earth  prairie  country  of 
northern  Illinois  75  miles  southwest 
of  Chicago,  would  seem  to  have  two 
distinctions.  The  first,  to  which  it 
gladly  admits,  is  being  the  only  exist- 
ing U.S.  bank  designed  by  legendary 
architect  Frank  Lloyd  Wright. 

The  second  distinction — being  a 
healthy  bank  in  the  heart  of  the  pre- 
sumably hard-hit  farm  belt — the  First 
National's  officers  stonily  reject. 
There  are  plenty  of  sound  Illinois 
farm-area  banks,  says  Chairman  Rich- 
ard C.  Oughton,  whose  grandfather 
from  Ireland  bought  Livingston  Coun- 
ty land  near  Dwight  that  the  family 
still  owns.  Federal  bank  examiners 
worry  when  a  bank's  problem  loans 
exceed  75%  of  total  capital.  The  First 
National's  officers  get  nervous  if  their 
problem  loans  near  25%,  even  though 
most  such  loans  eventually  pay  off. 
The  figure  is  well  below  that  now. 

"There's  a  big  variation  in  Illinois 
banks,"  says  President  and  Chief  Ex- 
ecutive John  H.  Gardner.  "There  are 
banks  that  have  their  share  of  prob- 
lem loans — not  all  of  them  agricul- 
tural, by  the  way — and  there  are  other 
banks  like  ourselves  who  have  done 
their  homework  and  don't  have  a-  se- 
rious loan  problem.  You  don't  just 
make  a  problem  loan  last  month  or 
last  January.  Most  problem  loans  oc- 
cur over  a  period  of  years,  it  might  be 
seven  or  eight  or  ten,  wherein  you've 
incurred  this  customer  and  haven't 
identified  the  problem  and  dealt  with 
it."  The  First  National's  total  loans 


are  only  about  32%  of  its  $53.5  mil- 
lion deposits,  and  only  40%  of  those 
loans  are  farm  loans. 

The  bank  had  ample  chances  to 
make  farm  loans  in  the  early  1980s. 
"The  whole  picture  changed  in  four 
years,"  says  Vice  President  and  Farm 
Manager  Larry  Evers,  who  joined  the 
bank  14  years  ago  after  graduating  in 
agriculture  from  the  University  of  Illi- 
nois. "Four  years  ago  the  people  that 
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were  successful  were  buying  land, 
creating  debt.  These  are  the  people 
that  are  being  hurt  badly  today.  Farm- 
land has  gone  from  a  top  price  of 
$4,000  an  acre  around  here  to  about 
$1,500.  You  would  find  lenders,  typi- 
cally the  Federal  Land  Banks,  that 
would  lend  50%,  60%  of  the  purchase 
price.  These  buyers  owe  more  than 
the  land's  worth  now." 

Besides  its  tenacious  conservatism, 
two  outside  factors  have  helped  the 
First  National  remain  rock-solid  de- 
spite the  well-advertised  farm  crisis. 
One  is  the  fact  that  Dwight,  besides 


its  farms,  has  a  steady  local  industry, 
an  R.R.  Donnelley  &.  Sons  printing 
plant  that  provides  some  700  jobs. 
The  second  is  that  the  Illinois  prairie, 
like  much  of  the  Midwest,  enjoyed 
bumper  crops  in  1985.  Around 
Dwight  this  was  in  blessed  contrast  to 
drought-curbed  1983  and  1984. 

"The  yields,"  says  Larry  Evers, 
"were  spectacular.  We've  never  seen 
yields  like  this  before."  Adds  Dick 
Oughton,  "In  most  cases  the  gross 
income  is  going  to  be  up  30%  to  50% 
over  the  previous  year." 

To  illustrate  the  impact  of  this 
bumper  crop,  look  at  a  single  1,031- 
acre  farm  3l/>  miles  south  of 
Dwight  owned  by  Dick 
Oughton.  (Dick  Oughton's 
brother  James  H.  Oughton  Jr. 
owns  1,176  acres  nearby,  and 
the  family  owns  some  4,300 
acres  in  the  area.) 

As  with  at  least  three- 
fourths  of  the  farms  in  this 
part  of  Illinois,  this  farm  is 
operated  not  by  the  owner 
but  by  a  tenant  farmer — a 
name  that  has  long  since  lost 
all  its  ancient  connotation  of 
shiftlessness  and  poverty.  It 
runs  by  the  standard  owner- 
tenant  deal  that  has  been 
hammered  out  over  long  de- 
cades: The  owner  furnishes 
and  maintains  the  land  and 
buildings  and  pays  all  the 
taxes  and  half  the  cost  of 
seed,  fertilizer  and  chemi- 
cals; the  tenant/operator,  be- 
sides his  half  of  seed,  etc., 
supplies  all  the  labor,  fuel 
and  farm  machinery.  The 
crop  is  then  split  50/50. 

These  costs  are  consider- 
able. Owner  Oughton  faces  a 
tax  bill  of  some  $14  an  acre 
(some  farmers  pay  S25),  or 
over  $14,000  for  the  whole 
farm.  Land  and  structure 
maintenance  is  normally 
modest;  but  seed,  fertilizer 
and  chemicals,  at  an  average 
$50  an  acre,  cost  owner 
Oughton  $25,000  more  for 
his  half. 

Picking  up  the  tenant's 
burden  is  Forrest  Woods  Jr., 
who  in  a  sense  inherited  the 
farm:  His  father  had  been 
brought  in  hurriedly  from  an- 
other Illinois  community  af- 
ter the  preceding  tenant  had 
been  forced  to  bow  out  sud- 
denly when  he  lost  his  hired 
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man.  Forrest  Woods  Sr.  brought  his 
son  along  as  his  own  hired  man,  then 
after  a  few  years  retired  in  favor  of 
Forrest  Jr. 

Forrest  Woods  Jr.,  dressed  in  a  seed- 
company  cap  and  a  nondescript  wind- 
breaker,  is  not  a  huge  man  in  height, 
but  he  is  big  in  every  other  dimension: 
Big  in  the  arms,  big  in  the  shoulders, 
big  in  the  belly,  big  in  the  backside,  he 
looks  as  though  he  might  be  called 
Butch,  which  he  is.  He  has  the  look  of 
a  man  capable  of  prodigious  feats  of 
work:  He  has  to  be  to  farm  over  a 
thousand  acres  with  the  help  of  a  sin- 
gle hired  man. 

That  the  hired  man  is  also  a  new 
breed  is  instantly  clear  from  what  he 
is  paid.  Don  Jording,  28,  gets  some 
$225  per  week,  plus  his  Social  Securi- 


ty payments,  plus  a  comfortable 
house,  plus  farm  transportation  (a 
pickup  truck  and  snowmobile)  and 
the  fuel  to  run  them.  The  unusual 
thing  about  this  Oughton  farm  is  its 
pig  operation,  which  runs  about  a 
thousand  head  ranging  from  just-born 
litters  to  fattened  hogs  headed  for 
slaughter.  The  pig  operation  is  Don 
Jording's  special  responsibility. 

Two  men  could  never  dream  of 
farming  over  a  thousand  acres  with- 
out a  great  deal  of  mechanical  help, 
which  Butch  Woods  certainly  has.  His 
farm  machinery  is  worth  some 
$300,000  even  though  not  notably 
new.  Many  nearby  farmers  splurged 
on  new  equipment  even  as  they  were 
plunging  on  $4,000-an-acre  land,  and 
some  now  make  payments  on  12-row 


harvesters  versus  his  4-row  job. 

His  one  fancy  piece  of  new  equip- 
ment is  a  300np  four-wheel-drive 
Steiger  tractor  that  he  bought  in  1984 
for  over  $80,000.  It  stands  about  12 
feet  high  and  is  both  heated  and  air- 
conditioned.  Woods  felt  he  needed  it 
for  the  month  or  so  each  spring  and 
fall  when  the  plowing  or  planting  or 
harvesting  must  be  done  right  away. 

At  such  times  Butch  Woods  calls 
his  father  back  from  retirement  to 
take  the  morning  shift  on  the  tractor; 
hired  man  Jording  takes  the  afternoon 
and  early  evening  shift,  and  Butch  the 
night  shift.  "Have  you  ever  been  so 
cold."  asks  Butch,  "that  it  didn't 
make  any  difference  how  many 
clothes  you  put  on,  you  still  couldn't 
get  warm?  Well,  that's  the  way  it  is 


Farm  operator  Forrest  (Butch)  Woods  Jr.,  landowner  Richard  C.  Oughton  and  Steiger  tractor 
A  big  enough  crop  cures  lots  of  price  problems. 
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Efficiency 
Expert. 


When  you  use  your  AT&T  Card  at  a  public  phone, 
you  don't  need  a  pocketful  of  coins.  In  fact, 
the  AT&T  Card  is  cheaper  than  coins  for  out-of-state 

AT&T  Long  Distance  Service  calls.  You'll  be 
provided  with  itemized  billing.  And  you  can  use  your 
AT&T  Card  anywhere.  So  on  your  next  business 
trip — get  organized.  With  the  AT&T  Card. 

Apply  today.  Dial  1 800  CALL  ATT  Ext.  4586 


r&T  Communications 


AT&T 

right  choice. 


Goodies  and  tinsel 


So  complex  it  took  eight  single 
spaced  legal-size  pages  to  sum- 
marize, the  so-called  Food  Security 
Act  of  1985  is  a  costly  mix  of  good 
ies  and  tinsel.  The  goodies  will 
cost  at  least  $52  billion,  perhaps 
much  more,  by  1990.  The  tinsel  ia 
the  promise  to  spur  food  exports 
and  balance  U.S.  output  with  its 
markets  by  a  vast  system  of  bene 
fits  and  penalties. 

For  example,  the  bill  sets  a  1986 
price  support  loan  rate  of  S2.40  ai 
bushel  for  corn  (down  from  $2.55 
in  1985)  and  $5.02  for  soybeans 
(unchanged).  The  Secretary  of  Agri 


when  you're  out  there  on  a  cold  night 
about  2  o'clock  in  the  morning." 

The  rewards  for  such  extraordinary 
effort  were,  in  1985,  considerable. 
Butch  Woods  says  the  corn  crop 
equaled  his  1983  and  1984  crops  put 
together.  The  farm's  total  gross  prob- 
ably will  be  $350,000  to  $400,000, 
with  slightly  less  than  half  coming 
from  the  pig  operation.  The  rest  will 
come  from  corn  and  soybeans.  Thus 
owner  and  tenant  will  each  gross 
nearly  $200,000  and,  after  expenses 
(but  before  interest,  amortization  and 
depreciation),  may  net  over  $100,000. 

Many  nearby  owners  and  operators 
will  do  worse,  usually  because  of 
swollen  obligations  on  land  or  ma- 
chinery. But  they,  too,  will  get  more 
cash  for  interest  and  amortization 
payments.  And  most  farms  on  the 
First  National's  loan  list  will  be  above 
the  bank's  danger  level — when 
farmer's  debt  equals  his  yearly  gross. 

Butch  Woods  figures  one  man  can 
handle  about  500  acres.  Larry  Evers 
says  700  to  800,  but  that's  for  straight 
corn  and  soybeans  without  a  more 
labor-intensive  pig  operation.  But 
what  impresses  is  how  the  figure  has 
grown.  "When  I  came  here  14  years 
ago,"  says  Evers,  "the  average-size 
farm  was  about  a  half-section  [320 
acres).  From  an  equipment  point  of 
view,  most  operators  could  probably 
take  on  another  20%  without  much 
additional  equipment.  Usually  they 
maintain  that  equipment  edge  so  they 
can  lease  additional  land  if  it  becomes 
available." 

Doesn't  that  mean  even  fewer  farm- 
ers? "I  really  don't  see  any  alterna- 
tive," says  Evers.  "As  I  look  at  the 
mix  of  farm  families  in  our  area,  I  see 
a  large  group  of  farmers  that  are  ap- 
proaching retirement  age  in  the  next 
ten  years.  And  I  seriously  doubt  that 
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Forward. 


When  you  use  your  AT&T  Card  at  a  public 
phone,  you  don't  have  to  hang  up  after  each 

call.  Just  hit  this  button  after  your 
first  conversation,  and  dial  the  number  of  your 
next  long  distance  call.  The  phone  automatically 
remembers  your  AT&T  Card  number.  So  you 
have  more  time  to  take  care  of  business. 


AT&T 

The  right  choice. 
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culture  could  cut  the  loan  rate  by 
10%  in  1986  and  up  to  20%  in 
1987-90 — and  also  cut  required 
loan  repayments  by  up  to  30% .  But 
farmers  who  join  in  acreage  cuts 
and  other  restrictions  would  get 
cash  subsidies  to  yield  a  "target 
price"  of  $3.03  per  bushel  for  corn. 

The  bill  has  programs  for  every- 
one— farm  researchers,  black  col- 
leges, beekeepers,  even  for  old  farm 
gas  engines.  What  does  it  lack?  Di- 
rect steps  to  remove  farms  from 
their  50-year-old  government-sup- 
ported economy  to  an  economy  of 
the  marketplace. — D.A.S. 


we'll  see  many  new  families  come  in. 
In  other  words,  the  existing  families 
at  that  time  will  simply  absorb  [the 
land  of]  those  that  retire." 

What's  wrong  with  this  farm  por- 
trait, where  farmers  got  much  more 
cash  for  last  year's  harvest  than  for 
the  previous  two,  and  where  the 
steady  march  of  technology  obviously 
makes  it  possible  for  the  remaining 
farmers  to  cultivate  ever  larger  acre- 
age? What's  wrong  is  that  Butch 
Woods  and  the  great  majority  of  the 
area's  farmers  are  not  selling  their 
corn  crop  in  a  real  market  but  are 
putting  it  into  the  Community  Credit 
Corp.  on  loan  and  then  forfeiting 
(read:  selling)  it  to  the  CCC.  As  a 
result,  the  government  will  soon  have 
a  corn  surplus  equal  to  some  40%  of 
an  average  annual  crop  and  a  soybean 
surplus  of  similar  size. 

This  is  the  dilemma  that  the  new 
farm  bill  (see  box,  above)  only  seems  to 
address,  but  with  the  usual  comple- 
ment of  guarantees,  jokers,  trick 
clauses  and  other  devices.  In  Illinois, 
as  in  nearly  every  other  U.S.  state,  an 
efficient  farm  is  a  substantial  busi- 
ness, involving  around  Dwight  from 
$750,000  to  nearly  $1  million  worth 
of  land  even  at  deflated  levels,  plus  at 
least  $150,000  to  $200,000  worth  of 
even  secondhand  equipment. 

Yet  the  unwritten  goal  of  all  farm 
legislation  seems  to  be  to  support 
prices  so  that  nearly  all  farmers,  re- 
gardless of  capitalization,  liquidity  or 
competence,  can  stay  in  business  and 
then  to  craft  special  programs  aimed 
at  supporting  those  who  still  cannot 
make  it.  "I  don't  think,"  says  Butch 
Woods,  "there's  any  law  on  the  books 
saying  that  the  government  has  got  to 
make  it  possible  for  you  to  farm."  But 
the  government  continues  to  operate 
as  though  there  is.  ■ 
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Frank  Morgan  is  the  man  behind  Kansas 
City's  building  boom.  Where  does  that 
leave  him  if  the  boom  goes  bust? 


Enough,  already 


By  Jeff  Bloch 


F|  or  decades  the  most  common 
sign  of  construction  in  down- 
town Kansas  City,  Mo.  was  the 
occasional  conversion  of  a  turn-of- 
the-century  building  into  a  parking 
lot.  Today  the  lots  are  giving  way  to 
high-rise  office  buildings  at  a  frenzied 
pace.  On  five  adjacent  blocks,  five 
large  office  buildings  with  nearly  3 
million  square  feet  of  space  are  going 
up — nearly  enough  room  to  house 
half  the  current  downtown  tenants. 

Tied  to  three  of  the  five  projects  is 
Frank  Morgan,  59,  a  reclusive  banker 
and  developer  who  in  the  last  decade 
has  turned  profits  from  a  successful 
real  estate  business  into  an  aggressive 
financial  network  of  nine  area  banks 
with  more  than  $2.1  billion  in  assets. 
In  case  you've  never  heard  of  him, 
Morgan  prefers  it  that  way.  He  per- 
sonally owns  almost  no  stock  in  any 
of  the  banks  but  controls  them 
through  family  trusts  and  a  web  of 
holding  companies.  Like  the  city's 
skyline,  Morgan's  presence  seems  to 
hover  over  everything.  Now  the  ques- 
tion is  whether,  as  in  so  many  other 
cities,  Kansas  City's  real  estate  bub- 
ble is  about  to  burst,  bringing  an  end 
to  Morgan's  record  of  growth. 

So  far,  that  record  has  indeed  been 
impressive.  Over  the  last  20  years  he 
and  an  uncle,  Sherman  Dreiseszun, 
62,  have  built  well  over  10  million 
square  feet  of  shopping  center  space, 
including  five  regional  malls  that  ring 
Kansas  City.  Together,  the  two  share 
a  net  worth  of  over  $300  million. 

While  Dreiseszun  manages  the 
shopping  centers,  Morgan  has  moved 
into  banking,  financing  projects  that 
the  city's  highly  conservative  banking 
establishment  had  shunned.  "Frank 
Morgan  brought  an  entrepreneurial 
spirit  to  banking,"  says  Kansas  City 


Kansas  City's  changing  skyiine 
Can  Morgan  keep  up  the  pace? 

mortgage  banker  John  Parker.  "The 
old  Kansas  City  banking  families  are 
far  too  busy  trying  to  preserve  what 
they  already  have." 

Morgan's  strategy  is  to  acquire  slug- 
gish or  undercapitalized  banks,  using 
the  excess  cash  flow  from  the  shop- 
ping centers,  then  pump  in  business 
in  the  form  of  lucrative  construction 
loans  from  other  developers  looking 
for  financing.  After  some  mergers, 
Morgan  today  controls  the  fourth- 
largest  Kansas  City  bank  on  the  Mis- 
souri side  (Merchants  Bank;  mid- 1985 
assets,  $667  million)  and  three  of  the 
four  largest  Kansas  City  banks  on  the 
Kansas  side. 

Though  he  is  listed  merely  as  a  di- 
rector of  most  of  the  banks,  Morgan  is 
no  absentee  landlord.  According  to  as- 
sociates, he  attends  two-hour-long 
loan  review  meetings  at  all  nine 
banks  each  week,  gives  the  final  word 
on  each  project  md  initiates  as  many 


deals  as  his  loan  officers  do.  The  ex- 
pertise derived  from  years  as  a  suc- 
cessful developer  now  comes  in 
handy.  "He  could  look  at  a  deal  and 
know  the  costs  and  the  market,"  says 
William  Dexter,  former  president  of 
the  Mission  Bank  in  Mission,  Kans., 
which  was  taken  over  by  Morgan  after 
it  failed  in  1980.  "He's  walked  every 
piece  of  ground  in  the  city." 

Compared  to  the  Donald  Trumps  of 
this  world,  Morgan  seems  a  virtual 
hermit.  He  operates  out  of  a  modest 
office  that  he  shares  with  his  uncle  in 
the  bland  Kansas  City  suburb  of  Over- 
land Park,  working  12  hours  a  day 
except  Sunday.  Associates  portray 
him  as  sometimes  intimidating  and 
abrupt  but  always  intensely  loyal  to 
his  friends  and  colleagues. 

If  Morgan  seems  obsessed  by  any- 
thing, it  is  the  bottom-line  perfor- 
mance of  his  banks.  His  lead  Missouri 
bank,  Merchants  Bank,  has  fewer 
than  250  employees,  compared  with 
five  times  as  many  for  the  state's  next 
largest  bank,  which  has  only  twice 
the  assets  of  Merchants.  Of  the  85 
banks  in  Missouri  with  over  $100  mil- 
lion in  assets,  only  4  show  a  return  on 
assets  in  excess  of  2%,  and  3  of  these 
are  Morgan's.  Three  of  his  4  Kansas 
banks  do  as  well.  His  banks'  percent- 
age of  nonperforming  loans,  generally 
ranging  from  1.8%  down  to  0.5%,  is 
similar  to  or  better  than  most  banks' 
in  the  region. 

But  to  get  his  impressive  returns, 
Morgan  has  had  to  lend  aggressively, 
and  that  could  cause  problems  if  Kan- 
sas City  commercial  real  estate  soft- 
ens. Latest  available  figures  show 
that,  as  of  September,  the  greater 
downtown  area  of  Kansas  City  had  a 
vacancy  rate  of  16%,  about  the  na- 
tional average.  But  the  rate  will  inevi- 
tably rise  as  the  five  new  buildings 
come  onto  the  market.  Meanwhile, 
Morgan  continues  to  finance  subur- 
ban projects,  where  he  could  also  run 
into  trouble  if  demand  weakens. 

Morgan's  dependence  on  real  estate 
financing  shows  up  plainly  on  the  bal- 
ance sheets  of  his  banks.  Though  his 
ratio  of  capital  to  assets  stands  at  an 
average  of  about  8%,  more  or  less 
typical  for  the  region,  some  80%  of 
the  total  assets  in  Morgan's  banks 
now  consist  of  loans,  compared  with 
loan  ratios  of  less  than  60%  for  most 
other  Midwest  banks.  About  30%  of 
total  assets  are  secured  by  commer- 
cial real  estate. 

Morgan  hardly  seems  worried,  and 
for  now  continues  to  play  his  own 
successful  brand  of  Monopoly.  So  far, 
so  good.  But  does  Frank  Morgan  know 
enough  about  good  deals  to  know 
when  the  game  is  over?  ■ 
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Manage 

•  Handle  or  direct  with  a  degree  of  skill;  e.g.,  apply  high 
technology  to  global  markets. 

•  Achieve;  e.g.,  increased  productivity  through  strategic 
investments  in  the  work  of 25,000  engineers,  scientists 
and  supporting  technical  personnel,  123,000  employees 
worldwide. 

•  Succeed  in  accomplishing,  as  in  record  sales,  record 
earnings,  record  return  on  equity. 


We're  not  out  to  change  the  world.  Just  to  supply 
the  technology  it  takes  to  make  it  better.  But  technology 
alone  does  not  bring  a  21.8%  Return  on  Equity  or  ten 
straight  years  of  increased  earnings. 

That  takes  management.  Rockwell  International  management 
is  skilled  at  evaluating  and  running  diverse  areas  of  commercial 
and  government  business.  By  analyzing  high-technology  growth 
markets.  By  moving  quickly  and  decisively  to  take  advantage  of 
opportunities.  And  by  applying  the  technical  and  financial 
resources  to  be  a  leader  in  each  of  our  markets.  To  learn 
more  about  us,  write:  Rockwell  International,  Depart- 
ment 815R-5,  600  Grant  Street,  Pittsburgh,  PA  15219. 


• 


Rockwell 
International 


...where  science  gets  down  to  business 

Aerospace  /  Electronics /Automotive 
General  Industries  /  A-B  Industrial  Automation 


For  more  than  58  years,  Volvo  has  relent- 
lessly pursued  the  challenge  of  producing 
automobiles  of  unparalleled  comfort,  safety 
and  durability.  All  of  which  has  resulted  in 
enormously  powerful  and  positive  impressions 
of  our  automobiles. 

We  are,  however,  about  to  generate  some 


new  perceptions  of  Volvo.  Perceptions  base 
upon  performance. 

Enter  the  new  Volvo  700  Series  with  it: 
most  awesome  member  being  the  760 
Intercooled  Turbo.  The  latter  being  capable 
launching  you  to  55  mph  in  a  time  that  cou 
prove  more  than  a  little  embarrassing  to  me 


SIONS  OF  VOLVO  ARE 


P  IN  SMOKE. 


itobahn  hardware.  What's  more,  this  stag- 
ing performance  is  being  presented  along 
th  an  even  greater  commitment  to  our  more 
ditional  virtues  of  safety,  luxury,  comfort 
d  durability. 

The  new  Volvo  700  Series. 

It's  causing  more  than  a  few  outdated 


impressions  of  Volvo  to  vanish  in  a  cloud  of 
smoke. 

With  considerable  haste  we  might  add. 


:I985  VOLVO  NORTH  AMERICA  CORPORATION 


THE700 SERIES 

by  Volvo. 


It's  not  just  that  someone  buys 
a  COMPAQ  Computer  every  62  seconds 
of  every  business  day . . 


It's  why 


For  three  years  now,  COMPAQ* 
Computers  have  sold  at  the  rate 
of  nearly  one  per  minute  of 
each  business  day.  That's  made 
COMPAQ  the  fastest  growing 
computer  company  in  the  world. 
Because  when  people  take  the 
time  to  learn  about  computers, 
they  learn  that  COMPAQ  Com- 
puters simply  work  better. 

Our  portable  computers  are 
built  with  innovations  that  sur- 
pass most  desktop  computers.  Our 
rugged  COMPAQ  PORTABLE 
286™  runs  software  30%  faster 
than  the  IBM*  PC-AT™.  And  can 
come  with  an  internal  tape  back- 
up system  to  protect  your  data— 
an  exclusive  in  our  portable 
computer. 

Our  desktop  computers  are 
packed  with  more  advances. 
Our  COMPAQ  DESKPRO*  Series 
runs  faster  than  the  IBM  PC  or 
IBM  PC/XT™.  The  COMPAQ 
DESKPRO  286™  is  even  faster 
than  the  IBM  PC-AT. 

Our  desktops  store  more.  Add 
up  to  four  internal  storage  devices, 
including  a  tape  back-up. 

In  fact,  all  COMPAQ  Computers 
are  expandable  and  compatible.  No 
compromises.  That's  why,  of  the 
nation's  1000  leading  companies, 
more  of  them  use  COMPAQ  Com- 
puters than  any  other  brand,  ex- 
cept one.  And  we're  closing  the  gap. 

For  more  information  on  the  names  of  Authorized 
COMPAQ  Dealers  who  can  set  itp  a  hands-on  etal- 
iiation,  call  1-800-231 -0900  Ask  for  Operator  270. 

C1985  COMPAQ*  Computer  Corporation.  All  rights 
reserved. 
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It  simply  works  better. 


If s fashionable  these  days  to  substitute  debt 
for  equity.  So  why  is  shrewd  Chuck  Dolan 
doing  it  the  other  way  around? 


How  high  is  up? 


By  Jeff  Bloch 


If  you  think  the  stock  market  is 
on  a  roll,  take  a  look  at  the  price  of 
cable-television  systems.  A  year 
ago  deals  in  the  range  of  $1,000  per 
subscriber  were  commonplace.  But 
prices  have  been  shooting  up  ever 
since,  and  now  comes  the  latest  top- 
per: Charles  Dolan,  59,  founder  of 
Home  Box  Office,  is  offering  to  cut 
the  public  in  on  some  of  his 
cable  systems  at  a  price  that 
works  out  to  $1,680  to 
$1,880  per  subscriber. 

Who  is  Chuck  Dolan?  He 
sold  HBO  to  Time  Inc.  in  the 
early  1970s  in  what  looked  at 
the  time  to  be  an  enormous 
blunder.  Yet  Dolan  went  on 
to  buy  up  some  Long  Island 
cable  franchises  that  Time 
Inc.  did  not  want.  He  eventu- 
ally built  these  into  the  na- 
tion's 15th-largest  cable  sys- 
tem network,  with  595,000 
subscribers. 

Dolan  now  proposes  to 
spin  off  319,000  of  these  sub- 
scribers into  a  new  publicly 
held  company  called  Cable- 
vision  Systems  Corp.  Tyros 
might  look  at  all  this  and  see 
a  great  chance  to  share  in  the 
winnings  of  one  of  cable's 
pioneers.  But  if  they  peruse 
the  financials,  they  may  have 

second  thoughts.  In  the  clev-   

erly  structured  offering,  Dolan  will 
retain  95%  of  the  company's  voting 
rights  as  well  as  control  75%  of  the 
board  of  directors.  He  will  do  so  by 
holding  on  to  some  14  million  shares 
of  a  special  Class  B  stock  not  to  be 
offered  to  the  public,  but  convertible 
into  Class  A  stock.  If  converted,  the 
block  would  represent  66%  of  the  to- 
tal shares  outstanding. 


What  do  the  public  investors  get?  In 
the  jargon  of  cable,  the  systems  to  be 
bundled  into  Dolan's  offering  are 
"mature,"  and  thus  have  limited 
growth  potential  left.  In  short,  inves- 
tors are  being  asked  to  pay  top  dollar 
for  a  company  whose  best  days  may 
be  behind  it. 

One  sign  of  approaching  maturity 
in  a  cable  system  is  when  subscriber 
growth  begins  to  stagnate  while  cash 


Charles  Dolan  of  Cablevision  Systems  Co>p. 
He'll  do  well,  but  will  his  investors? 


flow  yield  continues  to  rise.  This  indi- 
cates that  existing  customers  are  be- 
ing persuaded  to  sign  up  for  more  and 
more  pay  channels  like  HBO  and 
Showtime/The  Movie  Channel,  with 
the  result  that  their  monthly  pay- 
ments go  up. 

But  no  tree  grows  to  the  sky,  and 
above  $30  to  $35  per  subscriber,  most 
cable  viewers  seem  to  lose  interest  in 


adding  more  programming,  so  rev- 
enue growth  begins  to  flatten  out. 

That  may  be  what  is  in  store  for  the 
systems  Dolan  is  spinning  off.  The 
systems  include  portions  of  Long  Is- 
land, Westchester  County,  N.Y.  and 
New  Jersey,  and  yield  an  average  of 
$34.13  per  month  in  subscriber  fees, 
as  opposed  to  a  national  average  of 
around  $19.  Altogether,  the  systems 
threw  off  an  estimated  $52  million  in 
1985  cash  flow,  up  almost  25%  from 
1984.  But  subscriber  rolls  grew  by 
only  1.9%  during  the  first  nine 
months  of  1985. 

By  selling  30%  of  the  new  company 
to  the  public,  Dolan  will  raise  $80 
million  for  Cablevision  at,  say,  a  net 
price  of  $16  per  share.  That  $80  mil- 
lion will  go  to  paying  down  the  firm's 
debt,  swollen  to  $290  million  by  ac- 
quisitions and  buyouts  of  limited 
partners.  Presumably  this  will  clear 
Cablevision's  balance  sheet  for  addi- 
tional borrowing  in  the  future. 

Why  would  Cablevision  want  to 
borrow  more?  Acquisitions  are  one 
reason.  But  an  additional  reason 
might  be  to  help  out  Dolan's  private 
affiliates,  which  were  not  included  in 
the  stock  offering.  The  affiliates  are 
located  in  Boston,  Brooklyn  and  the 
Bronx,  and  he  plans  to  devel- 
op them,  but  needs  more 
money  to  do  so.  Thus,  Cable- 
vision  intends  to  advance 
$15  million  after  the  stock 
offering  for  the  first  phase  of 
construction  in  the  New 
York  City  boroughs  alone, 
with  more  possible  later  on  if 
outside  directors  grant  ap- 
proval. In  return,  Cable- 
vision  will  get  a  mortgage  on 
the  New  York  systems,  con- 
vertible into  equity  as  con- 
struction proceeds. 

Further  problems  loom  in 
Boston,  where  Dolan  four 
years  ago  won  the  franchise 
by  promising  an  unrealisti- 
cally  low  monthly  subscriber 
fee  of  $2  per  customer  for 
basic  service.  While  some 
90%  of  the  city  is  wired,  so 
far  only  75,000  customers 
have  signed  up,  and  Cable- 
vision  Boston  had  to  default 

  on  its  loans.  Says  one  cable 

analyst  glumly:  "The  problems  in 
Boston  are  not  so  much  a  concern  for 
the  investor  about  their  effect  on  the 
shares,  as  a  question  about  how  this 
company  is  run." 

In  sum,  the  deal  seems  to  boil  down 
to  the  obvious:  Dolan  wants  money 
from  somewhere,  so  why  not  from  a 
stock  market  that  drools  for  anything 
to  do  with  cable  TV?  ■ 
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RMS  W/VU,  LOTS  OF  SPACE, 
AVAIL  1992,  INQ  NASA. 


This  is  no  fourth-floor  walk-up.  It's  NASA's  Space 
Station:  a  permanently  manned  research  lab,  manufacturing 
plant,  observatory,  and  home-away-from-home  for  the  peo- 
ple who  will  work  and  live  there.  Once  it  is  in  orbit,  there 
will  never  be  a  time  without  humans  in  space. 

If  the  Space  Station  will  have  extraordinary 
capabilities,  it  is  also  an  extraordinarily  complex  task.  In 


addition  to  NASA,  the  project  will  involve  12  countries, 
dozens  of  private  corporations  and  countless  scientists, 
engineers  and  technical  specialists. 

Martin  Marietta  heads  one  team  that  is  working  on 
design  of  the  common  modules  where  the  Space  Station's 
crew  will  live  and  work. 

Many  developments  will  help  make  construction  of 


THE  FUTURE  IS  BEING  DRIVEN  BY  TECHNOLOGY, 
AND  MARTIN  MARIETTA  IS  MASTERMINDING  IT. 


Space  Station  possible.  Chief  among  them  is  the  Space 
ttle.  Others  include  the  Manned  Maneuvering  Unit  and 
on-paper  orbital  vehicles  that  will  service  spacecraft, 
ntain  platforms,  and  ferry  spacecraft  to  different  orbits. 
)i  them  perform  different  tasks  but  have  one  thing  in 
imon:  Martin  Marietta. 
The  future  is  being  driven  by  technologies  like  these. 


And  Martin  Marietta  supplies  the  creative  intelligence  to 
make  them  work.  In  aerospace,  defense,  electronics,  com- 
munications, information  management,  energy  systems 
and  materials. 

Technologies  that  are  making  the  Space  Station  a 
place  not  only  to  work,  but  to  live.  Because  there's  no 
space  like  home. 


AMJ7TV/V  M A  FT i ETTA 


6801  ROCKLEDGE  DRIVE,  BETHESDA,  MARYLAND  20817 

ON  STAGE  AT  WOLF  TRAP  HOSTED  BY  BEVERLY  SILLS.  MADE  POSSIBLE  BY  A  GRANT  FROM  MARTIN  MARIETTA  CORPORATION 
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Oswego  County*  N.Y  Just  Listed! 
Ready  To  Build.  Many  Extras. 


Or  pick  any  of  the  prime 
Upstate  New  York  sites 
listed  on  the  left.  From 
site  selection  to  start-up, 
Niagara  Mohawk  will  help 
put  the  whole  package 
together  for  you. 

If  your  company  is  look- 
ing to  expand  or  relocate, 
Niagara  Mohawk's  Economic 
Development  Department 
can  make  your  job  easier  by 
working  with  local  and  state 
agencies  to  help  put  together 
the  best  possible  deal  for  you 
on  prime  sites  in  more  than 
650  locations  throughout 
our  Upstate  New  York 
service  area. 

Take  the  Oswego  County 
Industrial  Park,  for  example. 
It's  one  of  the  newest  and 
finest  industrial  complexes 
in  the  northeast — or  the 
nation.  Perfect  for  new  or 


growing  commercial  and 
manufacturing  businesses, 
it's  ready-to-build,  with  full- 
service  sites  from  1  Vi  to  40 
acres. 

What's  in  Oswego  County? 

Nestles,  Mean  Aluminum 
Corporation,  Miller  Brewing, 
Armstrong  World  Industries 
and  Owens-Illinois,  to  name 
a  few  prestigious  neighbors. 

They  love  New  York  and 
the  Oswego  location.  It's 
centrally  located,  near  active 
northeastern  and  Canadian 
markets.  It's  parked  along  a 
major  interstate  and  the  New 
York  Thruway.  And  it  has 
direct  access  to  the  deep  sea 
Port  of  Oswego,  a  Great 
Lakes  port  offering  direct 
service  to  all  ports  in  the 
free  world. 

It's  got  it  all.  A  huge  pool 
of  skilled  labor,  plenty  of 


water,  a  great  quality  of  life 
for  your  people  and,  of 
course,  energy — some  of 
the  lowest  cost  energy  avail- 
able anywhere. 
Let's  make  a  deal. 

In  addition  to  the  gener- 
ous property  tax  abatements 
— as  much  as  50  %  over  10 
years — and  other  incentives 
offered  by  Oswego  County 
and  New  York  State,  Niagara 
Mohawk  is  offering  a  special 
rate  to  qualified  buyers  of 
sites  in  the  Oswego  County 
Industrial  Park. 

With  our  large  commer- 
cial and  industrial  rates  aver- 
aging just  5.2  to  5.7  cents  a 
kilowatt-hour,  Niagara 
Mohawk's  rates  are  already 
the  lowest  of  any  major  util- 
ity in  New  York  State,  and 
well  below  the  national 
average. 


And  for  qualified  buyers 
of  sites  in  the  Oswego  County 
Industrial  Park,  we're  now 
offering  a  special  new  eco- 
nomic development  rate  that 
cuts  our  already  low  rates  by 
a  significant  amount! 

If  you're  interested  in 
making  a  deal  or  getting 
more  information  on  the 
Oswego  County  Industrial 
Park,  you  should  caU 
Edward  J.  Kearney,  Jr., 
our  Economic  Develop- 
ment Director,  collect  at 
(315)428-6008.  Or  pick 
from  any  of  the  other 
sites  you  see  listed  on  the 
left.  Just  circle  the  sites 
you're  interested  in,  tear 
off  the  left  page  of  this  ad 
and  mail  it  to  him  at 
Niagara  Mohawk  Power 
Corp.,  300  Erie  Blvd.West, 
Syracuse,  NY  13202. 


Niagara  Mohawk  Power  Corporation 

All  the  power  of  New  York. ..tor  less! 


Comdisco  s  Ken  Pontikes  wins  when  he 
loses.  You  cant  keep  a  sharp  trader  down. 


Trader's 
revenge 


By  Gary  Slutsker 


It  cost  us  a  year  in  our  growth," 
fumes  Kenneth  Pontikes,  45,  the 
heavyset  founder  and  chief  execu- 
tive of  suburban  Chicago-based  Com- 
disco, Inc.,  the  country's  largest  inde- 
pendent computer  leasing  firm.  "It 
cost  a  year  of,  well,  a  lot  of  crap." 

Pontikes  is  referring  to  an  October 
1983  Barron's  article  that  questioned 
Comdisco's  accounting  practices  and 
led  to  a  series  of  Internal  Revenue 
Service  and  Securities  &  Exchange 
Commission  investigations.  Both 
agencies  ultimately  dropped  their 
probes  without  taking  action,  but  the 
adverse  publicity  forced  Pontikes  to 
stop  selling  Comdisco's  highly  profit- 
able tax  shelters  for  most  of  1984. 
Earnings  collapsed.  Comdisco's  stock 
crashed  from  39  to  8.  That  pulled  the 
value  of  Pontikes'  personal  holding 
from  $220  million  to  less  than  $50 
million  and  knocked  Pontikes  off  The 
Forbes  Four  Hundred. 

Now  he  qualifies  again.  Last  year 
Comdisco  reported  its  best-ever  re- 
sults. On  revenues  of  $603  million, 
the  company  netted  about  $60  mil- 
lion from  continuing  operations,  al- 
most double  the  comparable  1984  net. 
With  the  stock  back  to  28  lA,  Pontikes' 
stake  is  now  worth  $163  million. 

Comdisco  is  a  third-party  computer 
lessor.  Pontikes  buys  a  computer 
from  IBM  and  leases  it  to  a  user.  He 
then  takes  the  lease  to  the  bank  and 
collects  the  lease  payments'  present 
value,  typically  90%  of  the  comput- 
er's cost.  That  transaction  sharply  re- 
duces Pontikes'  risk. 

Here's  the  imaginative,  but  dicey, 
part.  After  collecting  the  money  from 
the  bank,  Pontikes,  who  still  owns 
the  computer,  now  sells  the  machine 
along  with  its  tax  benefits  as  tax  shel- 
ters. That  brings  in  a  second  upfront 
cash  payment,  usually  around  16%  of 


Comdisco  's  Ken  Pontikes 
After  the  investigations,  a  rebound. 

the  computer's  cost. 

Thus  Pontikes  has  completely 
eliminated  Comdisco's  cash  invest- 
ment in  the  equipment  and  has  a 
small  profit  to  boot.  Small  in  dollars, 
that  is,  but  large  as  a  return  on  equity. 
In  1984,  when  tax  shelter  sales  were 
interrupted,  Comdisco's  return  on  eq- 
uity was  halved  to  16%.  Last  year  it 
rebounded  to  25%.  Pontikes  is  not 
worried  about  tax  reform.  Take  away 
the  investment  tax  credit,  he  says, 
and  he  will  simply  increase  the  lease 
payments  and  factor  the  lease  for  a 
higher  amount. 

An  important  thing  to  remember 
about  Ken  Pontikes  is  that  he  is  ulti- 
mately a  trader.  Pontikes,  a  first-gen- 
eration American  whose  Greek  immi- 
grant father  ran  a  grocery  store  in  Chi- 
cago, quit  his  job  selling  punch  cards 
for  IBM  in  1968  to  start  Computer 
Discount  Corp.,  which  matched  buy- 
ers and  sellers  of  old  computers.  He 
has  been  trading  ever  since — and,  like 


any  trader,  he  has  learned  to  take 
losses  in  stride.  He  blundered  in  1974, 
when  Itel  Corp.  dumped  its  portfolio 
of  IBM  System  360  computers  into 
the  secondhand  market  months  after 
Pontikes  had  agreed  to  buy  hundreds 
of  360s.  "I  was  long  when  I  should 
have  been  short,  and  we  ended  up 
losing  a  million  dollars  that  year,"  he 
says.  "I  should  have  anticipated  an 
action  like  that." 

Lease  companies  get  in  trouble 
when  they  offer  customers  generous 
lease  terms  by  overestimating  equip- 
ment residuals — what  they'll  be  able 
to  unload  the  machine  for  when  it 
comes  off  lease.  If  a  lessor  can't  resell 
the  machine  for  the  residual  value  it 
carries  on  its  books,  it  has  to  take  a 
loss  on  the  transaction.  This  is  par- 
ticularly dangerous  in  computer  leas- 
ing, where  fast-changing  technology 
plays  havoc  with  equipment  values. 

Constantly  immersing  himself  as  a 
trader  in  the  new  and  used  computer 
markets — and,  since  the  1974  blun- 
der, always  limiting  his  exposed  posi- 
tions— gives  Pontikes  an  edge  in  set- 
ting his  residuals.  "Three  times  in  our 
history  we've  had  to  change  our  resid- 
ual estimates,"  he  brags,  "and  all 
three  times  it's  been  to  raise  them." 
Comdisco  bought  over  $1  billion 
worth  of  IBM  products  in  1985  and  is 
now  the  country's  largest  indepen- 
dent broker  of  used  computer  gear. 

If  any  company  knows  more  about 
computers  and  computer  users  than 
Pontikes,  it  is  his  biggest  competitor, 
three-year-old  IBM  Credit  Corp., 
which  muscled  into  computer  leasing 
by  pricing  some  leases  20%  lower 
than  Comdisco's.  Pontikes  says  IBM 
Credit  is  now  within  2%  to  3%  of 
Comdisco's  rates  on  most  deals. 

Pontikes,  a  wrestler  in  college,  is 
losing  no  sleep.  He  is  one  of  IBM's 
largest  customers.  And  IBM's  push 
away  from  renting  out  computers 
toward  selling  them  has  created  a 
surge  of  volume  for  third-party  lessors 
like  Comdisco.  The  distribution 
channels  Pontikes  has  developed  to 
move  secondhand  machines  give 
Comdisco  a  formidable  advantage. 

So  Ken  Pontikes  has  recovered  nice- 
ly. The  $25  million  with  which  Com- 
disco backed  ace  arbitrager  Marty 
Weinstein,  who  runs  Comdisco  Equi- 
ties in  New  York,  is  now  worth  $35 
million.  On  a  trader's  hunch,  Pon- 
tikes also  recently  spent  $54  million 
buying  up  oil  and  gas  rights. 

In  retrospect,  even  the  "year  of 
crap"  worked  in  Pontikes'  favor. 
When  Comdisco's  stock  collapsed,  he 
bought  back  7.8  million  shares  for  $50 
million.  More  than  quadrupled  his 
money  on  that  deal.  ■ 
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It's  nice  the  Japanese  are 
making  more  things  here. 
But  look  who's  building 
and  outfitting  their  new 
U.S.  factories. 

Close  the 
door,  they're 

coming  in 
the  windows 


By  Marc  Beauchamp 

Just  what  American  business- 
men need.  A  new  dose  of  Japa- 
nese competition.  This  time  the 
U.S.  construction  industry  is  feeling 
the  heat,  and  not  overseas  but  right 
here  in  the  U.S.  contractors'  own 
backyard. 

Travel  up  to  the  Portland,  Ore.  area. 
The  slump  in  its  wood  products  busi- 
nesses has  been  offset  somewhat  by 
Japanese  direct  investment.  Fujitsu 
America,  Inc.  is  putting  up  a  $30  mil- 
lion magnetic  disk  plant.  Epson,  a  di- 
vision of  Japan's  Hattori  Seiko  group, 
is  building  a  $10  million  printer  as- 
sembly plant.  Last  fall  ground  was 
broken  for  a  $260  million  semicon- 
ductor plant  for  a  joint  venture  be- 
tween Sharp  and  RCA  across  the  Co- 
lumbia River  in  Camas,  Wash. 

But  who  has  the  general  construc- 
tion contracts  on  these  plants?  Not 
big  U.S.  firms  like  Morrison  Knudsen 
and  the  Bechtel  Group,  Inc.  but  Shi- 
mizu  America  Corp.,  the  local  arm  of 
Tokyo's  $4.7  billion  (1985  sales)  Shi- 
mizu  Construction  Co.  Ltd.,  one  of 
Japan's  "big  five"  contractors.  Shi- 
mizu  America  was  also  a  prime  sub- 
contractor on  the  Toyota/GM  plant  in 
Fremont,  Calif,  and  the  Sharp  Elec- 
tronics plant  in  Memphis,  Tenn. 

Out  in  Flat  Rock,  Mich.,  Mazda  is 
building  its  $450  million  plant.  And 
Mitsubishi  Motors  will  be  breaking 
ground  this  spring  for  a  plant  in 
Bloomington,  111.  General  contractor 
on  both  jobs:  the  U.S.  subsidiary  of  $4 
billion  (1985  sales)  Kajima  Corp., 
headquartered  in  Tokyo. 

According  to  Takashi  Takemoto, 
Kajima's  New  York  chief  representa- 
tive, both  auto  factories  will  employ 
"the  most  advanced  automated  tech- 
nology." Takemoto  says  Kajima  is 
also  building  a  fiber  optical  communi- 
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Make  an  executive  decision 
to  take  an  extraordinary 
Mediterranean  vacation. 

If  a  world  of  ordinary  European  vacations  makes  it  difficult 
for  you  to  leave  your  executive  suite,  the  Sea  Goddess  life  was 
created  for  you. 

A  week  of  regal  yachting  without  a  moment  of  regimentation, 
the  Sea  Goddess  life  emulates  the  personal  luxuries  and 
freedoms  you  enjoy  in  your  corporate  world,  your  private  club 
and  your  personal  life. 

In  the  comfort  of  your  spacious  outside  suite,  a  complimentary 
bar  provides  you  with  the  premium  wines  and  spirits  of  your 
choice  and  a  direct-dial  telephone  puts  you  in  immediate  touch 
with  any  city  in  the  world. 

In  the  manner  of  your  favorite  restaurant,  you  dine  when, 
where  and  with  whom  you  please,  enjoy  imaginative  cuisine 
prepared  to  your  taste  and  linger  as  long  as  you  wish. 

And  in  the  spirit  of  a  yachtsman,  you  sail  to  uncommon 
islands,  fashionable  marinas  and  exclusive  resorts  as  well  as 
scenic  anchorages  where  you  can  enjoy  water  sports  from 
the  ship's  unique  platform  astern. 

The  Sea  Goddess  life  is  reserved  for  you  and  never  more  than 
57  other  couples  who  share  your  interests  and  tastes.  The  1986 
double-occupancy  rates  per  week  per  person  in  the 
Mediterranean  are  $4,400  for  7  nights,  $6,300  for  10  nights, 
$6,900  for  1 1  nights.  And  like  a  yacht  of  your  own,  there  are  no 
port  charges,  no  bar  bills  and  no  gratuities. 

Call  us  or  ask  your  Travel  Agent  for  a  complete  brochure. 
And  let  the  Sea  Goddess  life  be  part  of  your  life. 

Come  live  the  Sea  Qoddess  life. 

Mediterranean  •  Caribbean  •  South  America  •  Java  Sea  •  Intercontinental  Odysseys 
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NEWS  FOR  THE  BUSINESS  PROFESSIONAL  AND  MANAGER 


Carson  Pirie  Scott  &  Company  is  a  conglomerate  involved  in  retail  sales,  direct  marketing,  food  services,  restaurants,  hotel  manage 
ment  and  distribution.  "The  Corporate  Level"  in  their  Chicago  department  store  caters  to  the  needs  of  busy  executives. 

Carson  Pirie  Scott  Introduces  One-Stop 
Computing  to  End  Users 


When  you  visit  The  Corporate 
Level,  located  in  Carson  Pirie 
Scott's  flagship  store  in  downtown 
Chicago,  you  can  select  a  business 
suit,  plan  a  vacation,  do  your  bank- 
ing and  even  grab  a  bite  to  eat. 

This  "store  within  a  store"  offer- 
ing one-stop  shopping  for  busy 
executives  is  just  one  example  of 
Carson  Pirie  Scott's  innovative 
approach  to  retailing — and  part  of 
the  company's  commitment  to 
meeting  the  demands  of  the  future. 

There  are  also  innovations  going 
on  in  this  Chicago-based  conglom- 
erate that  aren't  so  evident  to  the 
consumer.  Such  as  Carsons'  choice 
of  IBM's  Application  System  soft- 
ware for  their  end-user  computing 
program. 

Designed  and  developed  by  IBM, 
Application  System  is  a  powerful 
decision-making  tool  that  lets  busi- 


ness professionals  access  the  corpo- 
rate data  base  so  they  can  work 
directly  with  the  information  they 
need  to  get  their  jobs  done. 

"We  chose  AS  for  its  superb 
flexibility  and  versatility,"  says 
Michael  Loo,  Carsons'  manager  of 
information  resource  support.  "It 
can  be  used  by  many  levels  of  users 
— from  secretaries  to  programmers 
— and  in  many  different  business 
areas — financial,  planning  and 
marketing.  It  provides  virtually  any 
function  we  need." 

Initially  Carsons  wanted  a  pro- 
gram for  computerized  project 
management  to  unify  its  business 
practices  in  all  its  divisions. 
However,  it  had  to  be  a  program 
that  didn't  force  them  to  change 
their  established  ways  of  doing 
business  in  order  to  make  use  of 
the  technology. 


"We  also  justified  the  purchase 
of  AS  on  the  basis  of  the  many 
other  things  it  can  do,  such  as 
'what  if  analysis  and  graphics. 
For  instance,  we've  pulled  division 
information  from  the  corporate 
data,  produced  it  graphically  and 
presented  it  to  the  corporation's 
financial  staff,"  says  Loo. 

The  functions  of  AS,  which  can 
be  used  alone  or  together,  are 
Data  Management,  Information 
Retrieval,  Business  Forms,  Busi- 
ness Communications,  Project 
Management,  Data  Analysis, 
Business  Planning  and  Business 
Graphics. 

AS  is  running  on  one  of  Carsons' 
IBM  3083s.  By  the  middle  of  1986 
Loo  anticipates  some  60  users  in 
all  ten  divisions  will  be  using  AS  to 
help  the  company  stay  on  the  lead- 
ing edge.  ■ 


Advertisement 


How  a  State  Agency  in  Illinois 

Pieced  Together  the  Puzzle 

Of  Managing  End-User  Computing 


When  employees  of  the  Illinois 
Department  of  Children  and  Family 
Services  started  bringing  in  their 
own  computers  and  software,  the 
agency's  executives  realized  they 
had  to  manage  end-user  comput- 
ing before  it  ended  up  managing 
them. 

"We've  got  2,700  employees 
spread  throughout  the  state,  han- 
dling approximately  40,000  cases," 
says  Jim  Dolian,  associate  deputy 
director,  division  of  program 
operations.  "They  were  maintaining 
files  manually  and  unable  to  share 
important  information  with  each 
other." 

Dolian  and  his  colleagues  turned 
to  IBM's  "Management  of  End- 
User  Computing,"  a  series  of 
guides  designed  to  help  an  organi- 
zation plan  and  implement  end- 
user  computing. 

Divided  into  six  modules,  the 
guides  address  these  critical  issues: 
Executive  Direction,  Support  Or- 
ganization, Planning  for  User 
Needs,  Justification,  Workstation 
Management  and  Access  to  Data. 
Each  module  consists  of  presenta- 
tion and  planning  materials 
that  can  be  tailored  to  an  organi- 
zation's needs. 


Dave  Richards,  associate  deputy 
director,  division  of  management 
and  budget,  was  impressed  that  the 
planning  process  brought  together 
executives  from  different  divisions: 
"For  the  first  time  we  could  rise 
above  the  morass  of  day-to-day 
crises  and  organize  the  way  end- 
user  computing  would  be  imple- 
mented." 

Using  the  "Planning  for  User 
Needs"  module,  a  committee  ana- 
lyzed each  division's  goals  and 
identified  work  groups  that  would 
benefit  most.  They  developed  a 
four-year  plan  for  delivering  end- 
user  computing  to  each  group 
through  IBM  System/36  depart- 
mental systems.  Caseworkers 
emerged  as  the  agency's  first 
priority. 

For  the  caseworkers  who  have 
started  using  their  new  IBM  Per- 
sonal Computer  workstations, 
there's  been  a  tremendous  boost  in 
morale  and  productivity.  "They 
have  become  case-managers,"  says 
Dolian,  "spending  less  time  on 
administrative  work  and  more  time 
doing  what  they  need  to  do — help- 
ing more  children  and  families." 

And  that's  what  end-user  com- 
puting is  really  all  about.  ■ 
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IBM's  "Management  of  End-User  Computing"  is  a  series  of  six  modules,  or  guides, 
designed  to  help  an  organization  plan  for  and  implement  end-user  computing. 


PC  Software  Makes 
Host  Data  Compatible 

How  many  times  have  you 
wanted  to  use  corporate  data 
in  your  PC  programs,  only  to 
discover  you  couldn't  get  at  the 
files? 

Now,  thanks  to  IBM's  soft- 
ware, Host  Data  Base  View, 
you  have  the  ability  to  extract 
selected  data  from  your  com- 
pany's host  computer  and  use 
it  in  a  variety  of  your  favorite 
PC  programs. 

HDBV,  installed  on  your  IBM 
Personal  Computer,  is  an  easy- 
to-use,  menu-driven  program 
that  accesses  data  from  a  host 
system  that  uses  QMF,  TIF,  DXT 
or  Info  Center/1.  HDBV  and  the 
host  svstem  download  the  data 
to  your  PC  where  HDBV  con- 
verts the  data  into  PC  file  for- 
mats for  programs  such  as 
IBM's  Personal  Decision  Series 
and  DisplayWrite,  Lotus  1-2-3, 
Symphony,  dBase  II,  Multi- 
plan*  and  others. 

The  result?  You  can  easily 
get  at  the  corporate  data  you 
need  and  use  it  on  the  software 
you're  already  familiar  with. 
It's  the  best  of  both  worlds. 


*l-2-3  and  Symphony  are  trademarks  of  Lotus 
Development  Corporation.  dBase  II  is  a  trademark 
of  AshtonTate,  Inc.  Multiplan  is  a  trademark  of 
Microsoft  Corporation. 

To  receive  literature  about  the 
IBM  products  in  this  newsletter 
call  1 800 IBM-2468,  Ext.  YS/7, 
or  send  in  the  coupon  below. 
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DRM,  Dept.  YS/7 
101  Paragon  Drive 
Montvale,  NJ  07645 


Please  send  me  literature  on: 

□  Application  System 

□  Management  of  End-User  Computing 

□  Host  Data  Base  View 
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cations  equipment  manufacturing 
plant  for  NEC  in  Portland,  which  will 
be  finished  this  year,  and  a  semicon- 
ductor plant  for  Hitachi  in  Dallas. 

Gerald  J.  Michael,  senior  consul- 
tant with  Arthur  D.  Little,  estimates 
that  over  the  next  ten  years  U.S.  com- 
panies will  spend  $100  billion  to  auto- 
mate manufacturing  facilities.  Look 
for  Japanese  contracting  firms  to  try 
for  a  good-size  chunk  of  this.  So  far 
the  Japanese  builders'  clients  have 
mainly  been  Japanese  manufacturers. 
But  they  will  soon  be  bidding  on  U.S. 
firms'  jobs,  too. 

The  rest  of  Japan's  big  five  contrac- 
tors— Takenaka,  Ohbayashi  and  Tai- 
sei — are  also  active  here.  They  have 
been  hit  with  the  same  falloff  in  nu- 
clear projects,  refineries  and  OPEC  in- 
frastructure that  has  clobbered  Bech- 
tel,  Fluor  and  other  U.S.  contractors. 
They  are  hungry  for  new  business. 

"In  terms  of  quality  control  of  brick 
and  mortar,  we're  going  to  be  chal- 
lenged," says  James  (Skip)  Law,  Hew- 
lett-Packard's corporate  manager  of 
land  development  and  planning.  H-P 
recently  tied  up  with  builder  Bechtel 
and  electronic  equipment  maker  Var- 
ian  Associates  to  build  automated 
semiconductor  plants.  Law  says  Ka- 
iima  spends  heavily  on  R&D  to  pro- 
vide superior  finishes  on  concrete  and 


tile.  Kajima  has  developed  a 
robot  to  check  for  faults.  U.S. 
construction  firms,  by  con- 
trast, spend  little  on  R&D, 
says  Law. 

The  arrival  of  the  Japanese 
builders  also  has  disturbing 
implications  for  U.S.  produc- 
ers-of  the  hardware  and  soft- 
ware that  go  inside  the  new 
plants.  "The  brick  and  mortar 
isn't  the  critical  end,"  says 
GE's  Robert  W.  Baeder,  man- 
ager of  planning  and  develop- 
ment. "It's  the  systems  and 
software."  The  fear  is  that, 
given  the  chance,  Japanese 
general  contractors  will  likely 
put  Japanese-produced  com- 
puters, robots  and  numencally 
controlled  machine  tools  into 
the  factories  they  build  here, 
just  as  U.S.  and  European  con- 
tractors often  used  their  own 
countries'  equipment  during 
the  OPEC  building  heyday. 

The  Japanese  are  already 
proving  tough  competitors  in 
capital  equipment.  Don  Zook, 
Caterpillar  Tractor's  assistant 
director  of  manufacturing, 
says  Cat  "pretty  much  shops 
the  world  for  the  best  stuff  at 
the  best  price."  The  Japanese 
gear,  Zook  says,  "tends  to 
work  well  the  first  time."  GM,  too, 
imports  about  half  its  machine  tools, 
mostly  from  Japan,  and  has  a  joint 
venture,  GMF  Robotics,  with  Japan's 
Fanuc.  The  leader  in  the  field,  GMF 
Robotics  controls  nearly  one-third  of 
the  U.S.  market  for  robots;  around 
90%  of  its  products  are  made  in  Japan. 
GMF  Robotics  is  now  building  a  U.S. 
factory,  "for  public  appearances  if 
nothing  else,"  says  a  GM  spokesman. 

Of  the  $100  billion  he  thinks  U.S. 
companies  will  spend  to  automate, 
Arthur  D.  Little's  Michael  figures 
equipment  alone  could  be  worth  $50 
billion  to  $70  billion,  with  as  much  as 
half  of  that  going  to  the  Japanese. 

Isn't  software  a  Japanese  weakness- 
Yes,  but  not  forever.  "The  Japanese 
know  software  is  their  weakness,  so 
they're  drawing  on  the  West  and  East- 
ern Europe  [Hungary],"  says  M.  Eu- 
gene Merchant,  a  respected  authority 
on  factory  automation. 

"The  big  show  will  be  the  new  $800 
million  Toyota  plant  [due  for  comple- 
tion in  Kentucky  in  mid- 1988],"  says 
Franco  Eleuteri,  director  of  advanced 
facility  projects  for  the  Austin  Co.  "If 
the  rumors  I've  heard  are  true,  it  will 
be  revolutionary."  Breath  is  being 
held:  Toyota  has  not  yet  awarded  the 
construction  contract,  but  Ohbayashi 
is  said  to  be  the  front-runner.  ■ 
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COME     TO  SHE 

Come  to  Sheraton  and  experience  elegance 
The  Sheraton  Carlton  in  Washington,  D.C. — Old  World 
elegance  in  a  Venetian  palace.  The  Sheraton  Grand 
on  Capitol  Hill — resplendent  with  original  art  works 
New  York's  St.  Regis  Sheraton  stands  first  on  fashion 
aPle  Fifth  Avenue,  and  the  Sheraton  Russell  on 
elegant  Park  Avenue  has  a  club-like  atmosphere 
Dine  in  the  famous  Garden  Court  restaurant  at  San 
Francisco's  Sheraton  Palace.  In  Los  Angeles,  the 
Sheraton  Premiere  towers  high  atop  the  Hollywood 
Hills,  and  the  Sheraton  Grande  features  butler 
service  on  every  floor.  The  Jefferson  Sheraton 
in  Richmond  has  been  restored  to  its  former 
Southern  splendor.  Our  elegant  Sheratons  in  Hawaii 
like  the  Princeville,  the  Royal  Hawaiian,  the 
Royal  Waikoloa,  and  the  Waikiki,  feature 
a  taste  of  tropical  paradise.  So  when  only  the 
finest  in  hospitality  will  do,  come  to  Sheraton 
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AtfAdvantagef 

Applicable  on  SET  and  regular  rates  only  at  participating  Sheraton  Hotels 
A'Advantage*  is  a  registered  service  mark  of  American  Airlines,  Inc 
c  1986  The  Sheraton  Corporation 
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Swatch  watches  were  a  great  fashion  gim 
mick,  but  Swatch  sweatshirts? 


By  Matthew  Heller 


Swatch 
switches 


Max  Imgruth  in  a  Swatch  Shop  at  Bloomingdale's 
Will  lightning  strike  twice? 


Carol  Bernson 


IT  SOUNDS  EASY  ENOUGH.  Your 
first  product  has  been  a  big  suc- 
cess, making  your  brand  name  a 
household  word.  Why  not  take  that 
name,  put  it  on  other  products  and 
punch  up  more  profits?  It's  a  strategy 
that  British  entrepreneur  Sir  Terence 
Conran  has  used  to  build  an  interna- 
tional business  empire.  But,  just  as 
easily,  a  brand  transfer  can  be  per- 
ceived as  a  gimmick  and  fall  resound- 
ingly flat,  even  diluting  the  impact  of 
the  name  itself.  Remember  Bill  Blass 
chocolates?  The  trendies  laughed  at 
the  idea  rather  than  buying  it.  Design- 
er chocolates?  Who's  kidding  whom? 

Mighty  shoe  manufacturer  Nike 
also  lost  its  footing  when  it  strayed  off 
its  beaten  path.  An  expanded  collec- 
tion of  runningwear  turned  lei- 
surewear was  left  at  the  starting  line 
when  introduced  in  1982,  although 
Nike  is  still  in  the  apparel  business. 
Says  Nike  spokesman  Chris  Van 
Dyke:  "When  you're  tremendously 
successful  in  one  area,  there's  a  ten- 
dency to  develop  an  arrogance  about 
your  ability  to  transfer  the  value  of  a 
brand  name." 

Swatch  USA,  the  subsidiary  of  the 
Swiss  parent  ETA  Industries,  has  pro- 
duced one  of  the  hottest  product  gim- 
micks in  years.  It  has  found  a  way  to 
sell  cheap  watches  at  a  high  markup. 
Retail  sales  of  the  company's  cheap 
but  attention-getting  watches 
climbed  from  $3  million  in  1983  to 
over  $150  million  last  year,  spawning 
a  kaleidoscope  of  knockoffs.  Now 
Swatch  USA  is  putting  its  brand  name 
on  sweatshirts,  T  shirts,  umbrellas 
and  sunglasses  in  hopes  of  adding  an- 
other $100  million  in  sales  in  1986. 
Will  lightning  strike  twice?  Or  will 
the  consumers  laugh  as  they  did  at 
designer  chocolates? 

Swatch  President  Max  Imgruth  is 
eloquent  on  the  subject:  "Finding  oth- 
er opportunities  is  like  climbing  in 
the  Himalayas.  If  you've  done  the  K2 
and  you're  on  the  Karakoram,  you  can 
go  on  to  another  peak  if  you're  fit." 

Others  have  thought  the  same  and 
fallen  off  the  mountain.  The  Swatch 
watch  is,  essentially,  a  whimsy,  a  con- 
versation piece,  a  gag.  Max  Imgruth 
appears  in  a  Swatch  publicity  poster 
as  Mad  Max  IV  the  Merchant  Warrior, 
adorned  with  black  leather,  Swatch 
watches  and  a  can  of  dog  food. 
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Sometimes  companies  can  over- 
reach, but  Imgruth  insists  this  isn't 
the  case.  "We  haven't  just  gone  out 
and  cashed  in  on  a  gimmick,  we  have 
carefully  added  new  product  catego- 
ries," he  says. 

Do  such  images  endure?  Do  they 
rub  off  from  one  product  to  another? 
Imgruth  points  to  two  of  his  role  mod- 
els: Luciano  Bennetton  and  designer 
and  furniture  maker  Terence  Conran. 
In  the  1970s  Conran  took  a  line  of 
inexpensive,  well-designed,  good- 
looking  home  furnishings  and  built  it 
into  a  retail  empire  that  sells  every- 
thing from  towels  to  kitchen  chairs  to 
desk  lamps.  The  point:  Conran  stuck 
to  a  market  he  knew  best — the  young, 


the  restless,  those  whose  aspirations 
exceeded  their  means.  Imgruth  hopes 
to  do  the  same,  appealing  to  much  the 
same  customers  who  want  status  on 
the  cheap.  That's  why  his  watches 
cost  only  $30,  the  sweatshirts  $25  and 
the  umbrellas  $20.  The  same  graphics 
that  helped  make  the  watches  fa- 
mous— bright  colors  and  geometric 
designs — are  being  used  on  his  new 
line  as  well. 

But  the  people  who  go  for  such  gew- 
gaws are  notoriously  fickle.  This  year 
it's  sweatshirts  adorned  with  watch 
faces.  Next  year?  Neon  rings,  maybe. 

However,  Imgruth  is  doing  a 
number  of  things  right.  First,  Swatch 
doesn't  license  its  name  to  outside 


manufacturers.  Compare  that  with 
Gloria  Vanderbilt,  who  now  has  14 
licensees  for  products  as  disparate  as 
perfume  and  tofu-based  ice  cream. 
Swatch  also  controls  distribution: 
Only  a  few  specialty  stores,  such  as 
The  Limited,  and  large  department 
stores,  such  as  Bloomingdale's,  will 
be  getting  the  new  Swatch  Shops — in- 
stdre  departments  of  about  500  square 
feet.  The  strategy  is  off  to  a  good  start. 
The  new  products  account  for  30%  of 
sales  in  some  markets.  The  company 
is  ^already  making  a  line  of  Swatch 
chocolates.  Shades  of  Bill  Blass?  No, 
the  chocolates  will  be  a  giveaway  in 
connection  with  a  line  of  expensive 
watches. 


Can  the  performance  match 

W'ho  needed  marketing?  Just  tell 
the  folks  you  would  pay  them 
12%  and  they  would  quickly  beat  a 
path  to  your  doors.  But  now  that  mon- 
ey market  accounts  pay  only  7%  and 
competitors  like  Merrill  Lynch  and 
Sears,  Roebuck  are  taking  the  cus- 
tomers, bankers  are  finding  a  revolu- 
tionary way  to  sell  their  wares:  being 
nice  to  the  customers. 

John  Gwin  and  John  Lindgren  Jr., 
professors  at  the  University  of  Virgin- 
ia's business  school,  recently  asked 
800  bank  customers  what  they  want- 
ed from  their  banks.  New  products 
ranked  dead  last,  while  friendlier, 
more  efficient  tellers  and 
managers  ranked  first. 
"The  banks  have  done  ev- 
erything wrong  in  their 
marketing,"  says  Gwin. 
"They  threw  new  products 
at  people  who  didn't  under- 
stand them.  Customers  got 
lost  in  the  shuffle." 

Not  only  lost  in  the  shuf- 
fle, but  sometimes  turned 
out  in  the  cold.  Only  a  few 
years  ago  Citibank  decreed 
that  customers  with  bal- 
ances under  $5,000  would 
have  to  use  automatic  cash 
machines,  not  tellers.  The 
policy  was  a  disaster.  So, 
what's  new?  Just  this:  Be- 
latedly perhaps,  the  banks 
recognize  they  have  a  seri- 
ous problem.  "We  shot  our 
selves  in  the  foot,"  admits 
Citicorp's  Richard  S.  Brad- 
dock,  the  very  man  behind 
the  move  to  deprive  the 
smaller  customers  of  the 
human  touch.  "Our  service 
has  been  poor." 

Now  Braddock  is  trying 
to  sell  service  to  those  same 


the  promise? 

customers  he  once  cold-shouldered. 
As  head  of  the  Individual  Bank  sector, 
one  of  parent  company  Citicorp's 
three  core  businesses,  the  44-year-old 
native  Oklahoman  intends  to  make 
consumer  deposits,  now  an  estimated 
$15  billion,  a  bigger  part  of  Citicorp's 
business.  Why?  Because  it's  safer  to 
bank  deposits  in  the  Bronx  than  to 
depend  entirely  on  the  money  mar- 
kets and  big  CDs. 

Recently  newspapers  ranging  from 
the  New  York  Times  to  the  Village  Voice 
have  been  carrying  as  advertisements 
two-page  open  letters  in  bold  type 
from  a  top  Chase  Manhattan  execu- 


tive to  his  employees.  "We  have  re- 
newed our  commitment  to  treating 
customers  like  human  beings  instead 
of  numbers.  To  greeting  them  with  a 
smile,"  the  advertisement  reads.  Says 
Michael  McLoughlin,  Chase  Manhat- 
tan's marketing  vice  president:  "We 
have  to  start  looking  at  what  the  cus- 
tomer wants.  The  customer  is  always 
right." 

TV  commercials  have  been  carrying 
similar  messages  for  Citibank. 

Now,  if  banks  could  only  get  their 
employees  to  read  the  ads.  An  adver- 
tising campaign  is  only  as  good  as  the 
product  behind  it. — Howard  Gold 


Citicorp 's 
Healing 


Richard  Braddock 
self-inflicted  wounds. 
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Technology 


Edited  by  Stephen  Kindel 


Computers  keep  getting  faster  and  smaller. 
Now,  with  some  new  technology  borrowed 
from  the  Defense  Department,  the  pace  of 
change  may  speed  up  dramatically. 

The  future 
is  now 


When  describing  the  growth 
of  computing  power,  it  has 
become  commonplace  to  ob- 
serve that  today's  desktop  personal 
computers  are  more  powerful  than 


room-size  mainframes  of  two  decades 
ago.  But  the  comparison  hardly  begins 
to  convey  the  speed  at  which  the  in- 
dustry is  now  adding  muscle  to  its 
machines.  To  understand  that,  you 


have  to  go  up  to  the  Twin  Cities. 

On  one  side  of  the  Mississippi  Riv- 
er, in  Minneapolis,  sits  Cray  Re- 
search, Inc.,  producer  of  the  fastest 
computer  in  general  use,  the  Cray 
X-MP/48  supercomputer — eight 
times  more  powerful  than  IBM's  new 
state-of-the-art  Sierra  mainframe, 
with  added  vector  capability.  Across 
the  river  in  St.  Paul  sits  a  small  com- 
pany called  ETA  Systems,  Inc.,  which 
later  this  year  will  unveil  a  competing 
product  that  experts  say  will  dazzle 
the  industry.  Such  predictions  please 
Lloyd  Thorndyke,  ETA's  president, 
who  struck  out  on  his  own  at  the 
fairly  late  age  of  58,  after  23  years 
with  Control  Data  Corp.  In  contrast 
to  the  Cray  X-MP/48,  whose  central 
processing  unit  is  about  the  size  of  an 
operating  table,  the  CPU  of  the  ETA10 
will  be  the  size  of  a  large  cutting 
board,  yet  will  contain  about  16  times 
more  computing  power  than  the  Cray 
product.  As  if  that  were  not  enough, 
in  1991  ETA  will  follow  its  triumph 
with  a  second-generation  product  ten 
times  as  fast  as  the  first. 

The  breakthroughs  will  bring 
smiles  to  those  at  ETA's  largest  single 
stockholder,  beleaguered  Control 
Data  Corp.,  which  owns  90%  of 
ETA's  stock  and  spun  off  the  firm  as 


Sieve  Leonard 


ETA  Systetns  President  I 
A  Cray  on  a  cutting 


with  ETA10  central  processor 
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an  independent  company  in  Septem- 
ber 1983.  Control  Data  has  designed 
and  marketed  some  40  Cyber  205  su- 
percomputers at  $10  million  each. 
Since  both  machines  run  the  same 
software,  Control  Data  and  ETA  see 
the  firm's  new  desktop  supercom- 
puter as  a  replacement  for  the  Cyber 
205,  and  thus  as  coming  complete 
with  its  own  built-in  marketplace. 

The  new  supers  will  hit  the  market 
at  just  the  right  time.  While  growth  in 
the  mainframe  and  personal  comput- 
er businesses  has  lately  slowed  to 
about  10%  per  year,  growth  in  super- 
computer demand  is  at  least  three 
times  that  and  rising  rapidly.  Once 
the  exclusive  province  of  government 
and  university  research  facilities,  su- 
percomputers are  now  turning  up  in 
corporate  research  labs  in  ever  greater 
numbers.  General  Motors  owns  a 
Cray,  as  does  its  Adam  Opel  A.G. 
subsidiary  in  West  Germany.  So  does 
Ford.  Du  Pont  is  leasing  one,  and  so  is 
British  Petroleum. 

Companies  like  the  ability  of  super- 
computers to  crunch  enormous 
amounts  of  data  rapidly,  cutting  the 
time  needed  for  big  calculations.  A 
complex  problem  such  as  designing 
the  combustion  chamber  of  an  auto- 
mobile engine  cylinder  might  involve 
billions  of  calculations.  A  conven- 
tional mainframe  would  do  each  cal- 
culation sequentially,  so  that  it  might 
take  hundreds  of  hours  to  solve  the 
problem.  By  contrast,  supercomputers 
break  down  calculations  into  millions 
of  individual  parts  and  do  large  blocks 
of  them  simultaneously,  in  parallel, 
so  that  solving  the  problem  can  wind 
up  taking  mere  minutes. 

The  ETA  supers  are  faster  in  part 
because  they  are  smaller.  Simply  put, 
the  information  in  them  reaches  its 
destination  faster  because  it  has  a 
smaller  distance  to  travel.  ETA  scien- 
tists have  accomplished  the  shrinking 
act  by  densely  packing  eight  circuit 
boards,  each  with  250  chips,  into  a 
box  immersed  in  liquid  nitrogen  to 
draw  off  heat,  which  speeds  the 
switching  time.  Altogether,  the  chips 
and  boards  will  be  able  to  perform  10 
billion  calculations  per  second,  or  10 
gigaflops.  That's  much  faster  than  the 
Cray  X-MP/48,  which  clocks  in  at  a 
range  of  500  million  to  1  billion  calcu- 
lations per  second. 

At  the  heart  of  the  ETA  design  are 
the  chips  themselves.  Supplied  by 
Honeywell  as  an  outgrowth  of  a  De- 
partment of  Defense  research  pro- 
gram into  so-called  VHSIC  (for  very 
high  speed  integrated  circuit)  technol- 
ogy, the  chips  were  originally  intend- 
ed to  go  into  things  like  target  acquisi- 
tion radar,  battle  management  sys- 


Ed  Kashi 


Cray  2  central  processor 


Honeywell  gate  array  chip 

When  a  chip  is  dense  and  superfast,  it's  a  computer  in  its  own  right. 


FORBES,  JANUARY  27,  1986 


89 


—SMART  COMPANIES  CHOOSE  A  SMART  COMPANY  

MILLER*  REALLY  USED 
THEIR  HEAD.  THEY  C  ALLEL 
FOR  MCI  QUALITY 

Put  a  company  that  prides  itself  on  "quality  you  can  taste"  together  wit! 
a  long  distance  company  that  boasts  "quality  you  can  heaif  and  you've  got 
something  great  brewing.  So  its  only  natural  that  Miller  Brewing  Company 
joined  with  us  to  help  solve  their  telecommunications  needs. 

MCI:  THE  SMART  CHOICE. 
To  todays  established— or  growing— businesses,  MCI  represents  the 
most  modern,  most  advanced  voice  and  data  network,  bar  none.  And  MCI 
isn't  just  a  me-too  company;  it's  a  leader  and  innovator. 

EVERYTHING  YOU  WANT  IN  LONG  DISTANCE.  AND  LESS. 

With  state-of-the-art  fiber  optics.  International  WATS  serving  an  ever 
growing  list  of  countries  on  every  continent  but  Antarctica.  End-to-end  digit 
networks.  And  the  first  worldwide  delivery  of  electronic  messages.  Always 
setting  the  standards  in  the  new,  competitive,  telecommunications  industry 

With  a  commitment  of  dollars  ($1. 2  billion  last  year  alone) ,  technology 
(with  breakthroughs  in  more  areas  than  you'd  guess) ,  and  the  human  resourc 
to  keep  it  happening.  All  at  savings  MCl's  become  justifiably  famous  for. 

SMART  COMPANIES  CHOOSE  SMART  COMPANIES. 
By  any  measure,  the  mass— and  the  class— of  '85  uses  MCI.  407  of  the 
FORTUNE  500.  363  of  the  FORTUNE  Service  500. 418  of  the  FORBES® 
Sales  500.  In  fact,  when  FORTUNE  asked  top  business  and  financial  leaders 
which  companies  had  the  smarts,  savvy  and  abilities  they  respect  and  admir 
most,  nine  of  the  top  ten  proved  to  be  MCI  customers. 

YOU'RE  ABOUT  TO  MAKE  A  BIG  CHOICE.  TOO. 
Soon,  your  local  telephone  company  is  going  to  ask  you  who  you  want 
for  your  long  distance  company  In  Milwaukee,  they're  raising 
their  glasses  high  to  us.  And  we'd  like  to  help  you  toast  to  .L^. 
your  business'  health,  too.  Rrl.1  #  1 

k  of  the  Miller  Brewing  Company  ^^^^ 

Communications  Corporation  __  „        T         T__  „  T  j  , — ■  t  -v  JT^r.r 

WE  SOUND  BETTER  TO  BUSINESS: 


Technology 


terns  and  sonar  equipment. 

In  early  1984  ETA  approached  Hon- 
eywell and  asked  if  VHSIC  technolo- 
gy might  not  also  be  applied  to  a  su- 
percomputer design.  When  Hon- 
eywell said  yes,  ETA  was  on  its  way. 
For  all  the  complexity  of  designing  a 
new  line  of  computers,  ETA  has 
wound  up  with  surprisingly  few  prob- 
lems in  its  development.  Says  Russell 
Knab,  director  of  marketing  for  Hon- 
eywell's Digital  Product  Center  in 


Colorado  Springs,  Colo.,  "The  tech- 
nology we've  developed  ought  to  hold 
for  at  least  two  more  generations  of 
machines,  and  probably  up  to  four. 
Five  years  ago  we  never  thought  we'd 
get  this  far  with  silicon.  Now  we 
know  that  there  aren't  any  limits." 

If  so,  then  the  ETA'"  is  just  the  start 
of  a  completely  new  generation  of 
computers  and  an  important  opportu- 
nity for  U.S.  companies  to  steal  a 
march  on  the  Japanese.  Most  of  the 
chips  inside  the  current  Cray  model 
already  come  from  Fujitsu,  which 
makes  a  supercomputer  of  its  own. 
Though  the  Japanese  have  nothing 
comparable  to  VHSIC  chips,  several 
Japanese  companies  excel  in  the  very 


Who  asked  them  to? 


large  scale  integration  (VLSI)  pro- 
cesses needed  to  make  such  technolo- 
gy work.  Could  the  Japanese  knock  us 
out  of  the  ring  in  this  fight  as  in  so 
many  others? 

Says  ETA's  Thorndyke:  "The  Japa- 
nese supercomputer  program  is  com- 
mitted to  having  a  10-gigaflop  ma- 
chine by  1990,  while  we  will  be  deliv- 
ering ours  in  1986  or  1987.  By  1990  we 
will  be  three  to  ten  times  further 
along,  and  we're  dedicated  to  main- 
taining that  lead."  That  is,  of  course, 
what  folks  said  about  transistors,  col- 
or-TV sets,  luxury  cars  and  on  and  on. 
But  this  time  around,  the  Americans 
may  really  have  the  upper  hand.— S.K. 


In  1965  Gordon  Moore — now  chairman  of  Intel  Corp. 
but  then  a  scientist  at  Fairchild  Semiconductor — 
became  the  first  researcher  of  note  in  the  country  to 
articulate  the  notion  that  the  number  of  bits  of  infor- 
mation you  could  pack  into  a  given  unit  of  silicon  chip 
would  continually  double,  and  the  price  per  bit  would 
drop  in  relation.  There  hasn't  been  a  break  in  silicon 
development  since,  and 
rare  is  the  scientist  who's 
willing  to  assert  that  a 
barrier  exists  in  the  path 
of  constantly  increasing 
information  density  and 
decreasing  prices. 

In  1971  a  scientist 
named  Alan  Kay,  original- 
ly of  Xerox'  Palo  Alto  Re- 
search Center  (PARC)  in 
California  and  now  at  Ap- 
ple, and  others  began 
building  on  Moore's  no- 
tion by  speculating  on 
what  a  product  of  such  re- 
lentless progress  might 
consist  of  and  do.  Kay's 
wish  list  specs  for  a  "dyn- 
abook"  or  "dynamic  note- 
book" turned  out  to  be 
simple:  Pack  millions  of 
bits  of  memory  capacity 
into  a  clipboard-size  pad, 
fitting  in  a  briefcase.  Fill  it 
with  millions  of  bytes  of 
software  instructions  but 
leave  plenty  of  additional 
memory  available  so  that 
people  could  fill  it  with 


everything 
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shopping 
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that  the 
:  respond 
!  the  most 


esoteric  command  or  re- 
quest. Endow  it  with  com-  I  


munications  abilities  so  complete  that  the  machine  or 
its  user  could  link  to  any  other  machine  or  user  in  the 
world.  And  make  it  cheap  enough  so  that  even  if  you 
couldn't  think  of  anything  to  do  with  it,  you  would  buy 
one  anyway. 

Something  like  a  dynabook  is  coming,  of  course, 
because  a  growing  number  of  scientists  and  engineers, 

computer  programmers 
and  circuit  designers,  logi- 
cians and  linguists  are  de- 
termined to  make  a  dyna- 
book. It  doesn't  pay  to 
shrug  and  mutter,  "Who 
asked  them  to?"  The  an- 
swer is  obvious. 

The  drive  to  make  it 
smaller,  faster,  smarter — 
in  a  word,  more  elegant — 
is  more  than  second  na- 
ture to  computer  scien- 
tists. It's  the  imperative, 
the  passion,  of  their  lives. 
The  Moores  and  Kays  of 
the  world  said  it  could  be 
done.  Nothing  has  since 
arisen  to  prove  otherwise. 

As  a  result,  some  ex- 
perts confidently  predict 
that  by  1990  consumers 
will  have  the  kind  of  pow- 
er Kay  predicts  in  a  lap- 
top machine  that  sells  for 
the  price  of  a  color  TV.  In 
such  a  prediction,  the 
least  interesting  thing  is 
the  date.  So  what  if  it's 
1990  or  1993?  A  dynabook 
is  coming.  It  also  doesn't 
pay  to  ask  what  anyone 
will  use  it  for.  Like  many 
high-tech  gadgets  that 
preceded  it,  the  uses  of  a 
dynabook  will  very  likely 
become  apparent  once  it's 
invented. — S.K. 
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A  quick 
education  in 
the  PC  modem 
from  the  inventor, 

Hayes. 


Since  we  made  our 
very  first  modem 
seven  years  ago. 
a  number  of 
imitators 
i  have  cropped 
1 1  up  making 
l  all  kinds  of 
claims  and 
i !  creating  a  lot 
I'j  of  confusion, 
i  One  smart 

thing  they  did 
1  do  was  to  make 
;  their  modems  compatible 
with  Hayes."  That  means 
their  products  must  commu- 
nicate using  the  Hayes 
Standard  "AT"  Command 
Set.  Because,  while  we've 
concentrated  on  making  our 
modems  the  best,  American 
business  made  Hayes 
modems  the  biggest.  In  fact, 
we've  become  the  de  facto 
standard  in  computer 
communications. 
Modem  Education  101. 
Speaking  of  standards, 
modems  have  set  new 


SMART MOOhM  2400 

CD  Hayes" 


standards  of  efficiency  and 
effectiveness  in  a  wide  range 
of  business  applications. 
With  a  modem,  you  can 
access  information  from  on- 
line databases  to  become  a 
better  informed  competitor, 
transfer  volumes  of  hies 
across  the  city  or  across  the 
ocean,  or  store  incoming 
information  in  your  com- 
puter until  you're  ready  to 
use  it.  And  much,  much 
more. 

Summa  Cum  Modem. 

There's  a  full  line  of 


Hayes  modems  to  fit  your 
needs.  From  300  to  1200  to 
2400  bps.  The  Smartmodem 
2400    communicates  in 
both  synchronous  and 
asynchronous  transmissions 
and  automatically  adjusts  to 
the  speed  of  the  incoming 
transmission.  Both  the 
Smartmodem  1200'"  and 
2400  offer  advanced  diag- 
nostics and  meet  Bell  and 
CCITT  standards.  And 
there's  the  1200B  and  2400B, 
plug-in  boards  for  the  IBM 
PC  and  compatibles.  Also. 


we've  developed  powerful 
yet  easy-to-use  com- 
munications soft- 
ware packages: 
Smartcom  II* 
for  the  IBM 
PC  and  Apple 
Macintosh. 
Many  consider 
Smartcom  II 
for  the  Mac 
to  be  the  best 
possible  com- 
munications 
set-up  on  any  microcomputer. 
Graduate  To  Hayes. 
Hayes  modems  and 
communications  software  are 
compatible  to  a  wide  range  of 
computers,  and  a  wide  range 
of  businesses,  too. 

See  your  authorized 
Hayes  dealer,  or  contact 
Hayes  Microcomputer 
Products,  Inc.PO.  Box 
105203,  Atlanta.  Ga. 
30348,  404-441-1617  and 
get  a  little  continuing  edu- 
cation on  how  Hayes 
can  help  you. 


Haves 


Say  yes  to  the  future  with  Hayes. 


©  1985  Hayes  Microcomputer  Products.  Inc 
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to  improve  the  way  you  see,  feel  and  look. 
Still  missing:  lenses  that  correct  presbyopia. 


Eye  contact 


By  Mary  Kuntz 


Whether  for  comfort,  con- 
venience or  vanity,  20  mil- 
lion Americans  wear  contact 
lenses.  Last  year  they  bought  a  half- 
billion  dollars'  worth  of  contacts  and 
spent  another  quarter-billion  on 
cleaners,  lubricants  and  solutions. 
Yet  only  8%  of  Americans  wear  con- 
tacts, while  roughly  60%  require 
some  vision  correction. 

No  wonder  contact  lens  makers  are 
optimistic;  they  expect  to  double  the 
number  of  people  wearing  lenses  in 
the  next  15  years. 

Leonardo  da  Vinci  was  the  first  to 
describe  a  glass  lens  fitted  directly  on 
the  eye,  but  it  wasn't  until  1887  that 
the  first  contact  lens,  made  of  glass 
and  covering  the  entire  eye  surface, 
was  fitted.  Hard  lenses  made  of  plastic 
have  been  widely  available  since  the 
early  1950s.  Having  no  gas  transmis- 
sibility,  these  lenses  rely  on  tears  to 
deliver  oxygen  to  the  cornea.  That, 
and  their  rigidity,  makes  them  un- 
comfortable and  Fiard  to  get  used  to 
for  most  people.  But  new  materials 
have  practically  made  hard  lenses  ob- 
solete. Sales  today  are  limited  mostly 
to  patients  who  have  been  wearing 
them  for  years.  About  half  of  all 
people  with  imperfect  vision  have 
simple  single  focus  problems — 
they're  nearsighted  or  fa  'sighted.  In 
most  cases  a  pan  oi  to-fit  soft 
lenses  will  do  Bausch  & 

Lomb  introduces  -  air  15 

years  ago,  and  tod  rn  by 

over  half  of  all  lens  ■        rs.  Made 


Violet  blue 

Tinted  lenses  change  your 
eyes  to  match  your  outfit. 

from  hydrophilic  plastic 
with  a  30%  to  70%  water 
content  and  some  degree  of 
gas  transmissibility,  these 
flexible  lenses  are  easy  to  in- 
sert, don't  require  any  break- 
ing in  and  are  more  comfort- 
able than  hard  lenses.  But 
since  they  tend  to  accumu- 
late bacteria  and  deposits, 
cleaning  is  more  complicat- 
ed, and  they  don't  last  as 
long.  It  's  easy  to  rip  or  nick 
the  tiny  plastic  surface. 

If  you're  part  of  the  rough- 
ly 35%  of  corrective-lens 
wearers  who  have  astigma- 
tism,   or    an  abnormally 


shaped  eye,  you  may  not  be  able  to 
wear  normal  soft  lenses,  since  they 
conform  exactly  to  the  contours  of  the 
eye  surface.  A  hard  lens,  on  the  other 
hand,  keeps  its  shape.  Unless  the  con- 
dition is  acute,  the  difference  between 
the  curve  of  the  lens  and  that  of  the 
eye  is  simply  filled  in  with  tears. 

Extended-wear  lenses,  introduced 
commercially  in  1981,  have  Food  &. 
Drug  Administration  approval  for  up 
to  30  days  of  continuous  wear.  Usual- 
ly thinner  than  daily-wear  soft  con- 
tacts, they  look  and  feel  like  plastic 
wrap.  This  makes  them  harder  to  put 
in  and  more  fragile,  though  these 
problems  are  somewhat  offset  since 
they  don't  have  to  be  handled  every 
day.  Soft  lenses,  including  daily-  and 
extended-wear,  accounted  for  about 
80%  of  lens  sales  in  1985. 

Some  people  have  developed  corne- 
al ulcers  from  extended-wear  con- 
tacts. The  problems  result  when  pa- 
tients ignore  instructions  regarding 
wearing  and  cleaning  and  keep  their 
lenses  in  too  long.  "At  this  point  it 
looks  like  a  user  problem  rather  than 
something  inherent  in  the 
contact  lens,"  says  a  spokes- 
man for  the  FDA,  which  is 
investigating.  Although 
some  ophthalmologists  have 
stopped  prescribing  ex- 
tended-wear lenses  altogeth- 
er, others  instruct  patients  to 
remove  them  more  frequent- 
ly. "I  think  maybe  two 
weeks  for  most  people  is 
about  enough,"  says  Dr.  Oli- 
ver Dabezies,  an  ophthalmol- 
ogist on  the  faculty  of  Tulane 
University  Medical  School. 

The  final  choice  is  the 
hard,  gas-permeable  (HGP) 
lens.  This  rigid  lens  allows 
up  to  three  times  as  much 
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Fitting  choices 


Tlhere  are  three  types  of  eye  care  specialists:  ophthal- 
mologists, or  doctors  who  specialize  in  diseases  of 
the  eye;  optometrists,  or  doctors  of  optometry  who  can 
prescribe  corrective  lenses  and  detect,  but  usually  not 
treat,  eye  diseases;  and  opticians,  who  fill  prescrip- 
tions. Although  opticians  cannot  examine  eyes  or  pre- 
scribe lenses,  in  some  states  they  can  fit  contacts. 

According  to  an  FTC  report  in  December  of  1983, 
the  average  price  for  hard  contact  lenses,  including 
eye  exam,  then  ranged  from  about  $120  to  $185.  Soft 
lenses  cost  $150  to  $235,  depending  on  who  sold 
them.  At  the  upper  end  were  ophthalmologists,  fol- 
lowed by  optometrists  and  opticians,  with  commer- 
cial optometrists,  including  the  retail  chain  stores,  at 
the  low  end.  The  lenses  themselves  cost  only  about 
$1.50  each  to  make.  Wholesale  prices  run  from  about 
$11  to  more  than  $50,  with  most  costing  your  eye 
doctor  under  $20. 

The  FTC  found  little  difference  in  the  quality  of  care 
from  each  supplier.  But  in  the  recent  controversy  about 


the  safety  of  extended-wear  lenses,  ophthalmologists 
have  charged  that  the  chains,  which  have  grabbed  half 
the  contact  lens  market,  give  out  lenses  without  the 
proper  follow-up  care.  Bill  Sullivan,  president  of  Pearle 
Vision  Center,  the  largest  of  the  chains,  understand- 
ably disputes  that,  saying  that  his  stores  examine  each 
extended-wear  patient  four  or  five  times. 

The  FTC  recommends  that  contact  lens  shoppers 
ask  about  extra  charges  for  lenses,  fittings,  adjust- 
ments, cleaning  equipment  and  follow-up  visits  be- 
fore jumping  on  a  "bargain."  Also,  find  out  about 
refunds  in  case  you  can't  get  used  to  putting  pieces  of 
plastic  directly  on  your  eye,  and  replacement  costs  if 
you  lose  or  damage  a  lens.  Eye  doctors  are  required  to 
give  you  a  copy  of  your  eyeglass  prescription  if  you 
request  it,  but  they  are  not  required  to  give  you  a 
copy  of  your  contact  lens  fitting  specifications  after 
they  examine  you.  If  you  plan  to  comparison-shop, 
you'll  need  those  specifications,  so  ask  about  policy 
before  the  exam. — M.K. 


oxygen  to  reach  the  cornea  through 
the  lens  itself  as  regular  soft  lenses  do. 
Like  the  old  hard  lens,  the  HGP  can 
mask  a  significant  amount  of  astig- 
matism without  resorting  to  special, 
harder-to-fit  lenses.  Unfortunately, 
it's  closer  to  a  hard  lens  than  a  soft 
lens  in  terms  of  comfort.  HGPs  are  a 
small  but  fast-growing  segment,  sales 
having  tripled  since  1982.  Several 
manufacturers  are  working  on  an  ex- 
tended-wear HGP  lens,  with  a  market 


Turquoise 


debut  expected  in  12  to  18  months. 

Last  year  Precision-Cosmet,  Inc.  in- 
troduced a  hybrid  lens  called  the  Sat- 
urn II,  which  it  claims  combines  the 
best  of  hard  and  soft  lenses.  It  has  a 
hard,  gas-permeable  center,  making  it 
suitable  for  people  with  astigmatism, 
but  is  surrounded  by  a  soft  skirt,  giv- 
ing it  the  comfort  of  a  soft  lens.  The 
lens  is  still  new  on  the  market,  and 
you  should  expect  to  pay  at  least  an 


extra  $100  for  this  innovation  (see  box, 
above). 

And  disposable  lenses  are  on  the 
way.  Instead  of  going  to  all  the  trouble 
of  cleaning  and  disinfecting  extended- 
wear  lenses,  patients  can  simply  pick 
up  a  new  pair  every  couple  of  months. 
Theoretically,  the  cost  of  the  lenses 
would  be  close  to  or  less  than  the  cost 
of  the  cleaning  supplies. 

Manufacturers  aren't  overlooking 
cosmetics,  either.  Now  there  is  a 
whole  spectrum  of  tinted 
lenses,  available  in  both  dai- 
ly- and  extended-wear  ver- 
sions. Shades  range  from  yel- 
low to  aqua.  They  subtly  en- 
hance your  own  eye  color  or 
change  it  dramatically.  Last 
year  American  Hydron  intro- 
duced a  dye  system  that  al- 
lows practitioners  to  dye  a 
lens  in  under  15  minutes, 
solving  the  inventory  prob- 
lem posed  by  tints. 

Dark-eyed  contact  wearers 
have  to  wait,  but  not  for  long. 
Several  manufacturers  see  a 
big  market  for  opaque  lenses 
that  will  allow  the  50%  of 
the  world's  population  with 
dark  eyes  to  change  color. 

  These  lenses,  possibly  out  by 

the  end  of  the  year,  will  totally  mask 
the  original  iris,  allowing  even  the 
most  liquid  brown  to  go  ice  blue. 

You  might  end  up  with  tinted 
lenses  even  if  you  love  the  eye  color 
you  were  born  with.  So-called  visibil- 
ity tints  don't  make  you  look  any 
different,  but  they  do  make  it  easier  to 
find  a  disk  of  plastic  smaller  than  your 
thumbnail  when  you  drop  it  in  the 
sink.  "The  day  of  the  clear  soft  lens  is 


dying  out,"  says  Carol  Schwartz,  an 
optometrist  and  technical  editor  of 
the  journal  Contact  Letts  Forum. 

But  there  are  some  tricks  contact 
lenses  still  can't  perform.  Such  as 
correcting  the  presbyopia — aging-re- 
lated inability  to  focus  sharply  for 
near  vision,  as  in  reading — common 
to  most  people  over  40.  If  they  are 
eyeglass  wearers,  they  get  a  pair  of 
bifocals.  But  if  they  wear  contacts, 
any  solution  is  a  compromise.  Lens 
makers  are  focusing  a  lot  of  R&D 
right  now  on  making  a  better  bifocal 
lens.  Most  current  models  offer  some 
variation  on  either  a  crescent  con- 
figuration, much  like  bifocal  glasses, 
or  concentric  rings.  Neither  approach 
is  ideal  because  of  the  different  de- 
grees of  correction  needed  for  long 
and  short  vision.  Also,  there  is  a 
tendency  for  the  lens  to  shift  in  the 
eye.  One  alternative  is  monovision, 
fitting  one  eye  for  closeup  and  the 
other  for  distance. 

Although  many  people  wear  con- 
tacts because  they  hate  the  way  they 
look  in  glasses,  or  find  them  more 
comfortable  for  sports,  contacts  are 
not  without  their  own  dangers. 
You're  introducing  a  foreign  body  di- 
rectly on  sensitive  tissue.  This  makes 
it  a  lot  more  complicated  than  choos- 
ing a  pair  of  designer  eyeglass  frames. 
Even  if  you  don't  need  any  correction 
at  all  and  just  want  a  pair  of  tinted 
lenses  to  change  the  color  of  your 
eyes,  seek  out  a  competent  profes- 
sional practitioner.  And  follow  all  the 
directions  for  care  and  cleaning  pre- 
cisely. Or  you're  likely  to  end  up  with 
the  kind  of  eye  problems  that  contacts 
can't  solve. 
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Buckle  up"  together  we  can  save  lives. 


86  Mercury  Sable, 
great  road  car  that  just 
ippens  to  be  a  wagon. 


,  « .,  ■  g " 


the  station  wagon  side  of  its 
lality,  Sable  has  a  very  prac- 
3/40  split  rear  seat,  permitting 
r  all  of  the  seat  back  to  fold 
cargo. 

I  there's  a  wide-coverage  rear 


window  wash  and  wipe  system 
available,  as  well  as  a  lockable  stor- 
age area.  A  unique  optional  picnic 
tray  is  a  handy  Sable  addition. 

But  perhaps  most  important  of  all, 
Sable  is  a  Mercury.  And  Mercury's 


commitment  to  quality  isn't  just 
something  written  on  paper-it's  built 
into  the  car. 

In  every  sense,  the  car  you're 
ready  for  is  now  ready  for  you.  The 
1 986  Mercury  Sable  wagon. 

For  more  information,  call  1-800  MERCFAX 

LINCOLN-MERCURY  DIVISION  C^ShF) 


MERCURY.  The  shape  you  want  to  be  in. 


m 


Careers 


It  takes  the  nerves  of  a  burglar,  the  discipline  of  a  Marine,  lungs 
of  leather  and  the  grit  of  a  linebacker.  It  also  helps  if  you  're  smart. 
The  rewards?  Big  money,  fast.  The  risks?  Big  losses,  fast. 


Life  in  the  pits 


By  Janet  Bamford 


T|  RADING  COMMODITIES  is  I10t  SL 
job  for  the  delicate  of  mind  or 
body.  It  is  a  business  where  big 
shoulders  come  in  handy,  literally — 
people  regularly  get  knocked  off  their 
feet  and  sustain  scratches,  bruises, 
black  eyes  and  broken  bones. 

The  mental  strain  is 
even  greater.  Traders 
spend  several  hours  a  day 
shouting  across  the  sunk- 
en trading  pits.  Hearing 
something  wrong  can  cost 
a  fortune;  misjudging  the 
direction  of  a  market  can 
do  the  same  thing. 

Small  wonder  that  trad- 
ing in  the  pits  has  always 
been  a  game  for  men  and 
women  in  their  20s  and 
30s.  These  days  it  is  a  big- 
ger game  than  ever.  Not 
only  is  commodities  trad- 
ing volume  way  up,  but 
there  are  a  whole  host  of 
new  exchanges  and  new 
vehicles  to  trade. 

Ten  years  ago  the  Chi- 
cago Board  of  Trade  had 
1,400  members  trading  on 
the  floor.  Today  it  has 
about  3,300.  The  Com- 
modity Futures  Trading 
Commission,  which  reg- 
isters floor  brokers,  or 
those  who  execute  trading 
orders  for  customers,  re- 
ports that  in  1980  there 
were  about  4,000  traders 
registered  on  all  regulated 
exchanges.  There  ar  now 
6,400. 

Where  do  they  come 
from?  New  traders  and 


brokers  are  made,  not  born,  generally 
rising  from  the  ranks  of  clerks  and 
runners.  These  entry-level  jobs  aren't 
particularly  lucrative;  runners  make 
perhaps  $100  or  $150  a  week.  Clerks 
can  make  anywhere  from  $15,000  to 
$35,000  annually. 

But  both  jobs  offer  an  education  in 
how  the  markets  work.  "It  used  to  be 
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David  Kuhn,  Melissa  Johnson,  Chicago  Board  of  Trade  clerks 
Nowadays,  even  Ivy  Leaguers  vie  for  apprenticeships. 


that  our  traders  came  from  clerks  who 
came  here  just  looking  for  a  job  and 
decided  that  they  wanted  to  make  this 
a  career,"  says  Barry  Lind,  a  24-year 
veteran  of  the  Chicago  Mercantile  Ex- 
change trading  floor  and  founder  of 
Lind-Waldock  &.  Co.,  a  discount  com- 
modities trading  firm. 
But  nowadays  the  locals  who  stum- 
ble into  an  exchange  just 
looking  to  stay  ahead  of 
the  rent  have  lots  of  com- 
petition. "Today,  a  lot  of 
clerks  have  planned  on 
coming  here,  and  they  are 
graduates  of  Ivy  League 
schools,"  says  Lind. 
"Right  now  the  person 
who  takes  my  orders  has  a 
master's  from  the  Univer- 
sity of  Chicago,  and  the 
previous  person  graduated 
from  Princeton.  It  used  to 
be,  I  would  get  a  guy  who 
graduated  from  high 
school  and  maybe  flunked 
out  of  college." 

The  chief  lure  of  the 
pits  has  always  been  the 
potential  to  make  a  great 
deal  of  money  in  a  hurry. 
Both  brokers,  who  ex- 
ecute customer  trades  in 
the  pits,  and  traders,  who 
trade  for  their  own  ac- 
count, commonly  make 
$100,000  a  year  and  up. 
Way  up.  Stories  of  high 
rollers  earning  a  half  mil- 
lion or  a  million  dollars  in 
a  matter  of  months  aren't 
unusual. 

Besides  the  money, 
many  young  people  like 
the  autonomy.  "You're 
only  responsible  for  your- 


98 


FORBES,  JANUARY  27,  1986 


\  self,"  says  Penelope  Miller,  a  former 
social  worker  who  has  traded  in  the 
cattle  pits  at  the  Chicago  Mercantile 
Exchange  for  the  last  seven  years.  "If 
you  make  a  mistake  it's  yours,  and  if 
you  do  something  right  it's  yours." 
Traders  are  affiliated  with  a  clearing- 
house but  are  not  usually  employed 
by  the  house;  even  brokers  who  are 
enjoy  a  degree  of  independence  un- 
heard of  in  most  corporations. 

The  risks  are  also  staggering.  Trad- 
ers can  see  $50,000  of  gains  evaporate 
in  a  day  if  they  guess  the  market 
wrong.  Brokers,  who  get  paid  any- 
where from  $1.25  or  $1.50  to  $2  for 
each  trade,  are  also  responsible  for 
mistakes.  In  a  day  of  heavy  volume 
when  trading  reaches  a  fever  pitch, 
errors  can  get  expensive.  John  Ober- 
man,  who  trades  the  S&P's  500  con- 
tract at  the  Chicago  Mercantile  Ex- 
change, remembers  his  most  expen- 
j  sive  outtrade,  as  such  mistakes  are 
'  called.  "We  were  supposed  to  have 
bought  250  contracts  and  we  only 
bought  15.  The  market  had  rallied  and 
;  we  had  to  cover  the  mistake.  It  cost 
!  me  well  into  six  digits,  and  that  night 
i  I  called  my  father,  had  him  come  to 
i  Chicago,  and  I  moved  some  assets 
i  from  one  bank  to  another  in  his  name. 
I  knew  if  that  happened  a  second  day, 
1 1  was  broke,  and  I  thought,  'They'll 

*  never  get  that  last  little  bastion  of 
\  savings.'  " 

Many  traders  spend  about  a  decade 
on  the  floor,  then  graduate  to  trading 
;  out  of  an  office  instead  of  in  the  pits. 

*  "Ten  years  is  a  goodly  amount  of  time 
to  trade,"  says  Lind,  "and  a  lot  of 
people  become  successful  and  lose 
some  of  their  hunger.  Second,  they 
can't  take  the  grind  of  being  on  the 
floor.  So  they  keep  their  memberships 
and  go  upstairs  to  the  offices  and  trade 
from  there,  calling  in  orders." 

The  turnover  is  pretty  brisk.  Not 
: every  seat  sold  represents  a  trader 
leaving  the  pits.  But  last  year  about 
500  seats  changed  hands  at  the  3,300- 
member  Chicago  Board  of  Trade.  An- 
other 300  were  sold  on  the  2,700- 
member  Mercantile  Exchange. 

"It's  a  revolving  door,"  says  Wil- 
liam Hagerty,  a  56-year-old  grain  trad- 
i  er  who  has  been  at  the  Chicago  Board 
of  Trade  for  35  years.  "If  you  want  to 
stay,  you  have  to  treat  it  as  a  busi- 
ness," he  says.  "It's  not  a  game." 
Lee  Stern,  who  is  something  of  a 
Pete  Rose  in  the  trading  pits  with 
I  some  39  years'  experience,  notes  that 
many  of  the  young  traders  today  are 
looking  for  the  quick  hit  and  can  get 
burned  badly.  "You  can't  overtrade," 
I  ;  he  says.  "Some  young  traders  see  the 
so-called  legends  trading  big  and  they 
decide  they  should,  too." 
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"You  have  to  understand  that  a  lot 
of  trading  goes  against  natural  emo- 
tion," says  Barry  Lind.  "The  primary 
rule  is,  if  it's  going  your  way  stay  with 
it  and  if  it's  going  against  you  get  the 
hell  out.  That's  the  absolute  opposite 
of  a  normal  reaction." 

Two  of  Stern's  sons  work  in  his 
business  with  him  and  have  their  own 
memberships  at  the  Chicago  Board  of 
Trade.  "I  try  not  to  have  big  swings  in 
my  trading,"  says  Jeffrey  Stern,  a  34- 
year-old  University  of  Michigan 
M.B.A.  who  trades  financial  instru- 
ments. "I  trade  small,  maybe  ten  con- 
tracts at  a  time,  because  I'm  just  not 
comfortable  with  bigger  trades.  I've 
grown  up  with  the  markets  and  have 


tures,  went  for  $150,000.  A  seat  on 
the  Index  &.  Options  Market  traded 
for  $59,000.  At  the  Chicago  Board  of 
Trade,  in  years  past  full  seats  have 
sold  for  as  much  as  $340,000,  but  the 
going  rate  now  is  about  $220,000.  Its 
limited  memberships  go  for  anywhere 
from  $12,000  to  $68,000. 

At  New  York's  Coffee,  Sugar  &  Co- 
coa Exchange  a  full  seat  costs  about 
$42,000  while  an  associate  seat  costs 
around  $8,500. 

Leased  seats  also  offer  a  chance  to 
try  trading  without  making  a  large 
capital  investment.  For  instance,  an 
associate  seat  can  be  leased  at  the 
Chicago  Board  of  Trade  that  would 
entitle  a  trader  to  work  in  the  bond  pit 


Traders  Daniel  and  Jeffrey  Stern  with  dad  Lee 
Longevity  in  the  pits  is  rare. 


seen  what  can  happen." 

Daniel  Stern,  32,  has  been  trading 
grains  since  he  was  a  junior  in  college, 
and  he's  in  the  business  for  the  long 
haul.  "I  like  to  make  a  little  money 
each  day  rather  than  try  to  make  a  lot 
at  one  time.  I'm  not  impressed  with 
someone  who  has  made  a  million  dol- 
lars in  six  months,  because  if  the  guy 
is  a  screwball  he'll  lose  the  million, 
and  he'll  probably  be  out  of  business 
before  I  will." 

Would-be  traders,  after  paying  their 
dues  as  runners  and  clerks,  have  to 
buy  or  lease  a  seat  on  an  exchange. 
Seats  in  any  of  the  major  exchanges 
don't  come  cheap.  However,  several 
exchanges  offer  limited  memberships 
at  lower  costs  that  permit  the  holder 
to  trade  a  few  specific  contracts.  Re- 
cently at  the  Chicago  Mercantile  Ex- 
change a  full  seat  cost  $  1 77,000,  while 
an  International  Monetary  Market 
seat,  which  entitles  the  holder  to 
trade  currency  and  interest  rate  fu- 


for  $500  a  month.  The  Chicago  Mer- 
cantile Exchange  has  a  similar  pro- 
gram. In  each  case,  the  exchange  re- 
quires a  trader  to  keep  a  minimum 
balance  in  his  trading  account  (from 
$25,000  to  $50,000,  depending  on  the 
exchange)  and  to  be  further  guaran- 
teed by  an  exchange  member.  The 
precautions  are  taken  lest  a  beginning 
trader  take  a  spectacular  fall  and  walk 
away  from  his  losses. 

Many  firms  will  sponsor  clerks  for 
membership  and  help  them  finance 
their  seats.  To  start  trading  for  one's 
own  account,  traders  recommend  a 
beginner  have  at  least  $20,000  to 
$25,000  to  cushion  the  inevitably 
rough  first  year  or  so. 

"It's  an  insecure  life,"  says  Penny 
Miller.  "Last  year  was  tough  and  next 
year  may  be,  but  nothing  is  secure 
anyway.  Look  how  many  middle 
managers  in  big  business  get  canned 
at  age  55. 1  wouldn't  give  it  up  for  the 
world."  ■ 


Okay,  smart  one,  if  you're  serious  about  going  out  on 
your  own,  here's  straight  talk  on  how  you  can  get 
startup  capital.  And  what  you  must  surrender  to  get  it. 


From  scratch 


By  William  G.  Flanagan 

WHEN  IT'S  REALLY  TIME  tO  get 
off  your  duff  and  launch  that 
idea  of  a  lifetime,  where  do 
you  go  for  money?  All  together,  class: 
Venture  capitalists!  But  when  you 
find  them,  don't  expect  patient  guard- 
ian angels  of  entrepreneunalism,  ooz- 
ing with  cash,  kindness  and  wisdom. 

E.  Bulkeley  Griswold,  a  venture 
capitalist  of  note,  is  here  to  tell  you 
that  he  and  his  colleagues  are  hard- 
nosed  business  people  even  more 
eager  than  you  are  to  make  profits. 
Moreover,  they  usually  succeed. 

Griswold  is  president  of  Market- 
Corp  Venture  Associates,  a  private 
venture  capital  fund  affiliated  with 
Marketing  Corp.  of  America.  For 
the  past  25  years  he  has  dealt  with 
entrepreneurs,  part  of  that  time 
with  the  General  Electric  Invest- 
ment Corp.  He  has  backed  hun- 
dreds of  companies  with  his  own, 
GE's  and  other  large  companies' 
money.  His  latest  success,  over- 
seen by  general  partner  James  Lar- 
son, a  company  that  makes 
Mousse  du  lour,  a  frozen  dessert 
that  doesn't  turn  to  soup  when  it 
thaws,  thanks  to  a  new  process.  For 
anyone  who  wants  to  go  it  alone 
and  has  a  concept  that  makes 
sense,  Griswold  has  a  checklist. 

First  off,  get  the  names  of  the 
right  people.  His  recommended 
source  is  Pratt's  Guide  to  Venture 
Capital  Sources  (Venture  Econom- 
ics, Wellesley  Hills,  Mass.,  $95).  The 
publisher  can  even  screen  appropriate 
sources  for  you.  Remember,  you  are 
looking  for  marketing  and  manage- 
ment expertise  as  well  as  money,  so 
shop  carefully  among  backers  who 
know  your  business. 

Approaching  sources  the  right  way 
is  as  important  as  a  job  interview,  says 
Griswold.  In  making  your  presenta- 
tion, be  organized  and  brief.  Have 
your  product  or  service  idea  clearly 
defined  and,  if  possible,  visually  dis- 
played. You  should  be  able  to  state 


your  case  in  30  minutes  or  less  and 
write  down,  in  a  summary  of  no  more 
than  two  pages,  "what's  important." 
For  example:  Does  your  idea  have  any 
proprietary  or  unique  attributes?  Is 
there  a  barrier  to  competitive  entry? 
Even  a  one-year  lead,  he  says,  can  be 
an  important  advantage. 

Bottom  line:  Can  your  idea  lead  to  a 
$30  million  to  $50  million  business  in 
five  years?  That,  stresses  Griswold,  is 


MarketCorp's  Larson  and  Griswold 
Just  deserts  for  entrepreneurs? 

what  most  venture  capitalists  are 
looking  for.  Make  sure  you  under- 
stand the  size  and  needs  of  the  market 
before  you  go  overboard  on  product 
development  and  procurement  costs. 

You  should  be  prepared  to  state 
why  you  are  an  authority  or  why  you 
are  especially  qualified  to  make  the 
claim  on  your  idea  and  its  market. 
You  need  not  have  a  long  academic  or 
business  pedigree,  however  (few  en- 
trepreneurs can  wait  for  those  creden- 
tials). But  if  you  have  management 
experience,  that  will  be  a  help. 


How  about  the  business  plan?  Lis- 
ten to  someone  who  has  read  tens  of 
thousands  of  them.  "Many  people  fail 
to  bring  a  good  idea  to  fruition  be- 
cause they  are  unable  to  author  or  pay 
for  the  classic,  buttoned-up  business 
plan,"  says  Griswold.  "I  strongly  be- 
lieve that  if  you  can  succinctly  state 
your  idea  and  rationale,  a  60-page,  8- 
section,  3-addendum,  multiyear  pro- 
jection of  cash  flow  is  not  required  to 
generate  initial  interest  from  a  source 
of  venture  capital."  So  much  for  pro- 
crastinating over  that  hurdle. 

What  about  your  own  money? 
"There's  no  need  to  apologize  for  not 
having  a  sizable  personal  fortune  to 
invest  in  your  company,"  says  Gris- 
wold. "Moreover,  you  need  not  agree 
to  hock  your  home  or  other  personal 
assets  as  a  sign  of  devotion  to  your 
new  business." 

There  is  a  flip  side  to  that,  of  course. 
The  investor  will  want  a  very  sizable 
chunk  of  any  action.  "Before  you  even 
start,"  says  Griswold,  "be  prepared  to 
give  up  equity  and  even  manage- 
ment control  of  your  company  in 
return  for  the  capital  you  seek. 
Growing  a  successful  company  is 
not  easy,  and  it  almost  invariably 
takes  more  time  and  capital  than 
anticipated. 

"You  may  as  well  face  the  reality 
that  your  percentage  of  equity  will 
fall  below  the  50%  level,  especially 
after  two  or  three  rounds  of  suc- 
cessful financing." 

Okay.  Your  idea  is  a  wow,  youi 
have  the  brains,  guts  and  enough 
experience  to  make  it  fly,  the  mar 
ket  wants  and  needs  it,  and  you're 
ahead  of  the  game.  You've  found 
the  right  angel,  and  you  have  not 
lost  your  spouse  by  mortgaging  the 
maison  to  fund  the  startup.  You  are 
reconciled  to  the  idea  that,  at  best, 
you  will  be  a  major  stockholder  of 
this  company  and  that  in  less  than 
five  years  it  will  be  doing  in  the 
neighborhood  of  $50  million.  Are 
you  home  free? 

There's  one  more  sacrifice  nec- 
essary, in  Gnswold's  view,  and 
this  is  the  real  killer — just  ask  Steve 
fobs.  "While  most  entrepreneurs 
would  like  to  run  the  company  they 
helped  to  create,  many  are  not  quali- 
fied to  do  so.  If  the  idea  is  big  enough 
and  the  product  or  service  is  ready  foi 
its  market,  then  the  right  managei 
can  be  attracted  to  the  company  at  the 
right  time,  along  with  a  full  team." 

Hey,  whose  ball  is  this,  anyway? 
Yours,  of  course,  and  the  people  whc 
backed  you.  If  you  don't  like  it,  shrugs 
Griswold,  don't  ring  any  venture  cap- 
italists' doorbells.  ■ 


;oo 


FDRRF^  JANUARY  77 


Ian  Ams 

Class  To  Europe, 
e  Comfort 
Vide  Margin. 


Vith  Spacious  Six-Across  Seating 
h  Pan  Ams  Clipper  Class, 
business  Travelers  Can  Cross 
Tie  Atlantic  With  Room  To  Spare. 


With  Clipped  Class,  you  won't  feel  the  squeeze 
when  flying  on  business.  Because  compared  to  the 
eight-across  seating  some  airlines  offer,  Clipper  Class 
provides  you  with  wider  seats  and  extra  legroom. 
And  with  Pan  Am,  you  also  have  your  choice  of 
23  European  cities  in  14  countries— more  than 
any  other  U.S.  airline.  And  we  service  those 
destinations  with  129  nonstop  747's  a 
week,  including  the  only  nonstops  to  Nice 
and  Hamburg. 

So  if  you'd  enjoy  more  reading  room, 
more  working  space  and  more  stretching 
area  than  you  're  accustomed  to  now,  take  a 
seat  aboard  Pan  Am's  Clipper  Class. 

We  think  you'll  be  more  comfortable  by  a 
wide  margin. 

Pan  Ams  Clipper  Class. 

You  Can't  Beat  The  Experience? 


Faces 

Behind  the  Figures 


Ldited  bv  Harold  Seneker 


What's  your 
Mexican  loan  worth? 
Just  ask  Drexel  Burnham 

Banks,  with  their  never-never  land 
accounting,  don't  have  to  admit 
that  their  megabuck  loans  to  shaky 
foreign  borrowers  are  really  worth  a 
lot  less  than  face  value.  But  suppose  a 
banker  wants  to  sell  off  his  portfolio 
to  raise  cash;  how  does  he  know  how 
much  he  can  get?  Drexel  Burnham 
Lambert  to  the  rescue,  this  time  in 
the  person  of  Antonio  (Tony)  Ge- 


Drexel  Burnham 's  Antonio  Gebauer 
Poland  is  35  cents  on  the  dollar. 

bauer,  a  senior  vice  president  at  the 
firm  and  member  of  Drexel's  new  sev- 
en-person department  in  the  business 
of  trading  Third  World  debt. 

Here's  a  covey  of  quotes  from  Ge- 
bauer: Mexico,  70  cents  on  the  dollar; 
Brazil,  76  cents  to  80  cents;  Argenti- 
na, 70  cents;  Peru  and  Poland,  perhaps 
35  cents;  Bolivia,  15  cents. 

Gebauer,  45,  was  once  a  banker 
himself.  A  native  and  citizen  of 'Ven- 
ezuela (recent  quote:  about  80  cents 
on  the  dollar),  he  spent  22  years  in 
Morgan  Guaranty's  international  de- 
partment, most  of  the  last  4  in  charge 
of  Latin  America,  a  September  he 
moved  to  Drexel's  M  tan  office 
but  reports  to  the  coi  ipany's  well- 
known  West  Coast  junk-bond  oper- 


ation, run  by  Michael  Milken. 

It's  easy  to  see  why  banks  would 
want  to  get  rid  of  their  Third  World 
loans,  but  who  would  want  to  buy 
them?  Other  banks,  mostly.  They 
may,  for  example,  want  to  swap  loans 
to  limit  their  worries  to  a  few  coun- 
tries— even  at  the  price  of  taking  a 
writedown  to  fair  market  value. 

Fortunately,  the  sellers  don't  have 
to  write  down  to  their  real  market 
value  similar  loans  that  are  still  in 
their  portfolios.  If  Citicorp  were 
forced  to  adopt  Gebauer's  market 
quotes  for  its  whole  portfolio,  share- 
holders' equity  could  instantly  shrink 
by  at  least  a  fourth. — William  Baldwin 


Nice  timing 

Robert  Fomon,  E.F.  Hutton's  embat- 
tled chairman,  has  yet  another 
reason  to  be  glad  for  the  recent  strong 
stock  market.  As  1985  ended,  he  was 
able  to  float  3.3  million  shares  of  new 
Hutton  stock  for  $1 10.5  million,  even 
after  Hutton  got  nailed  for  kiting 
checks,  had  its  credit  rating  lowered 
and  bet  so  wrong  on  the  roaring  bond 
market  that  it  will  report  a  fourth- 
quarter  loss. 

The  reason  for  the  stock  issue 
seems  clear:  Trouble  comes  with  a 
price  tag,  and  last  year  all  those  price 
tags  really  added  up.  Since  the  begin- 
ning of  1985,  Hutton  had  to  pay  $2.85 
million  in  federal  and  state  fines  and 


court  costs,  set  up  an  $8  million  re- 
serve to  repay  defrauded  banks,  fork 
over  $1  million  to  reimburse  short- 
changed investors,  agree  to  repay  cli- 
ents millions  on  a  bungled  tax  shelter 
deal  (there  could  be  much  more  to 
come),  book  a  $7  million  net  loss  for 
October  and  November,  largely  from 
bond  blunders,  as  well  as  set  aside 
$25.3  million  for  other  soured  invest- 
ments. Total:  over  $47  million. 

Hutton  also  no  longer  enjoys  the 
benefits  of  "free  capital"  from  its 
check  kiting  scam  (valued  by  Forbes 
at  around  $25  million  annually)  and  is 
now  bracing  to  absorb  an  extra  $16 
million  in  overhead  on  its  newly  fin- 
ished midtown  Manhattan  headquar- 
ters. Fomon,  61,  is  known  for  his  dis- 
tant, "tough  guy"  personality  and  re- 
lentless demands  that  underlings  look 
aggressive  and  accept  risks  to  chase 
big  returns.  Obviously,  such  tactics 
could  breed  yet  more  trouble. 

It's  easy  to  see  how  Fomon  could 
use  fresh  money.  It's  less  easy  to  see 
why  the  public  wanted  Hutton  stock: 
In  1985  earnings  and  margins  fell 
sharply  for  the  second  year  in  a  row, 
and  the  new  shares  will  dilute  de- 
pressed earnings  by  12.2%. 

But  Hutton  knows  why  the  public 
bought:  "It's  a  bull  market,"  says 
spokesman. — Subrata  N.  Chakravarty 


The  next  hot  thing 

Iven  at  67  and  (with  his  family 
Iworth  some  $350  million,  JenO' 
Paulucci  just  won't  quit.  He's  starting 
a  new  business — hot,  home  delivery 
pizza — having  just  sold,  for  more  than 
$150  million,  his  Jeno's  pizza  and  fro- 
zen snack  business,  which  he  started 
in  1967  with  only  $3  million.  As  Pau- 
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E.F.  Hutton 's  Robert  Fomon 

When  E.F.  Hutton  talks,  bring  money. 


Workplace  smoking  restrictions: 
A  trend  that  never  was* 

Reports  in  the  news  media  may  have  given  you  the  impression 
that  restrictive  corporate  smoking  policies  are  the  wave  of  the 
future. 

But,  when  the  facts  are  analyzed,  the  wave  shrinks  to  just  a 
ripple. 

Today,  most  of  corporate  America  continues  to  rely  on  the 
common  sense  and  common  courtesy  of  employees— not  on  for- 
mal policy— to  resolve  differences  arising  out  of  smoking  in  the 
workplace. 

This  is  the  key  finding  of  a  major  new  survey  of  America's  lead- 
ing companies.The  survey,  commissioned  by  the  Tobacco  Institute 
and  completed  early  in  1985,  was  conducted  by  the  Human 
Resources  Policy  Corporation  of  Los  Angeles  among  the  top  1000 
service  and  industrial  companies  ranked  by  Fortune  magazine  and 
Inc.  magazine's  100  fastest-growing  companies. 

Only  about  one-third  of  the  responding  companies  said  they 
had  any  official  smoking  guidelines  in  effect.  Furthermore,  the  rea- 
sons most  frequently  given  centered  around  common-sense  situa- 
tions where  workers  dealt  with  hazardous  substances,  sensitive 
equipment  or  food.  And  almost  half  of  these  policies  had  been  in 
effect  for  over  five  years. 

Two-thirds  of  the  companies  reported  they  prefer  to  encour- 
age individual  workers  to  settle  smoking  issues  with  mutual 
respect  for  each  other's  legitimate  rights  and  feelings. 

We  at  R  J.  Reynolds  think  this  is  not  just  common  sense,  but 
good  business.  Because  it  also  gives  managers  the  flexibility  they 
need  to  make  decisions  in  the  best  interest  of  the  company  as  a 
whole. 

That's  the  way  it's  worked  in  the  past.  And  we  think  it's  the  best 
blueprint  for  the  future. 
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R  J.  Reynolds  Tobacco  Company 


PRIVATE  POOL  VILLAS 


Complimentary  Chrysler  Convertible 

'Subject  To  Conditions  And  Availability 

Night-lighted  tennis 
Nautilus  gym.  spa 
Daily  maid  service 

PRIVAte  villas 
and  coupt  cIub 

"A  Destination  Resort" 

444  Avenida  Caballeros.  Palm  Springs.  CA  92262 

~m—~m  Call  for  Reservations  m^bmb 

outside  California 

(619)  323-1 773  -  (800)  854-1298 


A  defense 
against  cancer 
can  be  cooked  up 
in  your  kitchen. 

There  is  evidence  that 
diet  and  cancer  are  related. 
Follow  these  modifications  in 
your  daily  diet  to  reduce 
chances  of  getting  cancer: 

1.  Eat  more  high-fiber  foods 
such  as  fruits  and  vegetables 
and  whole-grain  cereals. 

2.  Include  dark  green  and 
deep  yellow  fruits  and  vegeta- 
bles rich  in  vitamins  A  and  C. 

3-  Include  cabbage,  broccoli, 
brussels  sprouts,  kohlrabi  and 
cauliflower. 

4.  Be  moderate  in  consump- 
tion of  salt-cured,  smoked,  and 
nitrite-cured  foods. 

5.  Cut  down  on  total  fat  in- 
take from  animal  sources  and 
fats  and  oils. 

6.  Avoid  obesity. 

7.  Be  moderate  in  consump- 
tion of  alcoholic  beverages. 

I  No  one  faces  cancer  alone. 

j?  AMERICAN  CANCER  SOCIETY 
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Ri.b  Nebon/Hcture  Group 


Jeno  Paulucci,  founder  of  Pizza  Kivik,  Ltd. 
In  so  big  a  hurry,  hell  even  go  public. 


Faces 

Behind  the  Figures 


lucci  tells  it,  "I  got  jealous  of  Tom 
Monaghan  [the  founder  of  Domino's] 
when  he  came  into  my  office  one  day 
and  told  me  how  profitable  his  chain 
of  home  delivery  pizza  stores  was.  So  I 
said,  'Hey,  I  got  to  do  this.'  " 

It  took  Paulucci  about  18  months  to 
get  going — "You've  gotta  have  the 
system  down  pat  or  it  won't  work" — 
but  now  he's  got  over  19  Pizza  Kwiks 
in  Florida,  Georgia  and  Alabama  and 
plans  250  before  1987.  That's  a  long 
way  from  Domino's  more  than  2,700, 
but  not  to  worry.  Paulucci  figures  that 
the  growth  in  pizza  is  in  fresh-made 
home  delivery,  a  bigger  slice  of  the  $4 
billion  pizza  market  than  the  now- 
mature  frozen  segment.  And  it's  not 
nearly  as  competitive  as  the  sit-down 
restaurant  segment.  Pretax  store  mar- 
gins at  Domino's  average  15%,  Pau- 
lucci figures. 

in  1986  Paulucci  will  spend  some 
$15  million,  or  around  $55,000  a  unit. 
Each  unit  should  generate  annual  av- 
erage volume  around  $500,000;  as- 
suming only  a  10%  pretax  return, 
since  the  company  is  just  starting  up, 
that  would  come  to  $50,000  per  unit. 
Yet,  to  open  1,000  stores  fast,  as  he 
plans,  requires  bigger  bucks  than  that. 
So  much  bigger,  he  says,  that  he  will 
take  Pizza  Kwik,  Ltd.  public  late  in 
1986.  "That's  the  only  way  we  have  a 
chance  to  become  almost  as  big  as 
Domino's  in  a  short  time." 

Fine,  but  why  go  public  at  all,  when 
Domino's  is  obviously  self-financing 
and  Paulucci  himself  always  operated 


privately?  Because  "I'm  67,"  explains 
Jeno.  "At  my  age,  I've  gotta  figure  on 
catching  him  in  4  or  5  years,  not  10  or 
12." — Howard  Rudnitsky 


Some  living 

A December  ad  in  the  Wall  Street  Jour- 
\nal  and  over  110  other  publica- 
tions sought  people  to  share  in  a  class- 
action  settlement  against  Pan  Am, 
TWA  and  British  Airways.  A  happy 
reason  for  the  largesse  is  one  Jerryj 
Cohen. 

Cohen's  is  the  last  lawsuit  growing; 
out  of  the  collapse  of  Sir  Freddie 





Washington,  DC.  lawyer  Jerry  Cohen 
Youll  take  the  coupons,  hell  take  i 
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ways,  Ltd.,  in  1982.  It's  a  class-action 
antitrust  suit  finally  being  settled 
with  a  $25  million  to  $30  million 
fund  for  travelers  who  flew  between 
the  U.S.  and  the  U.K.  from  March 
1982  to  March  1984.  The  theory  is  the 
three  majors  conspired  to  destroy 
Laker  Airways,  and  that  cost  travelers 
money.  "I  think  it's  the  largest  class 
action  in  history,"  crows  Cohen,  60, 
point  man  for  the  seven  law  firms  that 
sued.  He  estimates  2  million  to  3  mil- 
lion "plaintiffs."  A  partner  in  the 
Washington,  D.C.  law  firm  of  Kohn, 
Milstein,  Cohen  &  Hausfeld,  and 
once  chief  counsel  to  the  Senate  Anti- 
trust Subcommittee,  Cohen  has  sued 
everyone  from  AT&T  to  milk  produc- 
ers to  corrugated-container  makers. 

Travelers  must  file  by  Feb.  16.  No 
ticket  or  receipt?  That's  okay.  Just 
send  a  notarized  statement  of  your 
travels.  "You  don't  have  to  have  any 
evidence,"  says  Cohen.  "All  you  have 
to  do  is  swear  on  your  oath  that  you 
flew  [one  of  the  airlines]  during  that 
period.  We  made  it  as  easy  as  we  can." 

Claimants  will  get  coupons  for  fu- 
ture U.S. -U.K.  trips  that  Cohen  values 
at  "at  least  $50.  I  can't  envision  more 
than  600,000  or  700,000  claims  com- 
ing in.  In  most  cases  we're  lucky  if  we 
get  a  10%  response." 

The  lawyers,  however,  want  nearly 
$2  million  from  the  airlines — in  cash. 
Cash?  "They  haven't  done  anything," 
remarks  Cohen  of  his  noncash  plain- 
tiffs. "All  they  did  is  fly.  We  do  this 
for  a  living." — Ruth  Simon 


Acev  Harper 


Announcing 


How  To  Receive  This  Information 
While  Saving 
70%  on  Your  Commissions 


Before  you  use  a  broker  who  discounts 
commissions,  compare  prices  and 
services. 

Compare  Our  Price 

You  save  a  straight  70%  across  the  board 
on  your  stock  commissions  at  Waterhouse 
Securities.  We  discount  the  current  rate  of 
a  leading  full-priced  firm  a  full  70%— not 
"up  to  70%'— as  advertised  by  others. 

The  chart  below  shows  the  difference  be- 
tween current  rates,  the  discounts  of  others 
and  our  straight  70%  discount  and  as  you 
can  see  the  savings  are  so  dramatic  that  on 
the  purchase  and  sale  of  only  the  four  typi- 
cal trades  shown  you  would  save  $1,085.66 
from  current  rates. 

Compare  Our  Service 

During  the  past  eight  years  thousands  of 
investors  in  all  fifty  States  have  used  our 
services  to  save  a  full  70%  and  receive  the 
investment  information  they  need  to  make 
sound  decisions. 

You  receive,  free.  Standard  &  Poor's 
Stock  Guides,  Stock  Reports,  a  Tax  Guide 
for  security  transactions,  and  other  invest- 
ment guides  to  help  you  with  your  invest- 
ment decisions. 

When  your  account  is  opened  we  send 


you  a  free  Stock  Guide—,!  256-page  sum- 
mary of  data  on  over  5600  stocks.  You  also 
receive  the  important  year-end  edition.  As 
a  customer  you  can  receive  individual 
Stock  Reports  on  all  NYSE,  ASE  &  2000 
over-the-counter  companies.  These  two- 
page  reports  provide  a  complete  financial 
picture  on  specific  companies  which  in- 
terest you. 

Member  N.Y.S.E. 
As  a  member  of  the  New  York  Stock  Ex- 
change we  offer  the  traditional  brokerage 
services:  prompt,  efficient  execution  of 
your  orders,  quotes,  verbal  and  written  con- 
firmations, monthly  statements  (priced 
portfolio  and  all  yield  date),  SIPC  protec- 
tion, and  access  to  a  major  money  market 
fund. 

Personal  Attention 
Lastly,  at  Waterhouse  Securities  you  deal 
w  ith  an  account  officer— not  an  order  desk. 
Our  account  officers  are  registered  w  ith  the 
New  York  Stock  Exchange  and  will  give 
you  the  personal  attention  you  are  entitled 
to. 

Call  toll free  today  or  mail  the  coupon  for 
our  free  20-page  brochure  which  describes 
our  services  and  how  they  benefit  you. 


COMPARE  OUR  PRICE 

200  shs. 

300  shs. 

500  shs. 

1000  shs. 

@  $25 

@  $20 

@  $18 

@  $14 

Merrill  Lynch 

$114.00 

$145.00 

$213.00 

$294.60 

Discount  Brokers 

Charles  Schwab 

74.00 

80.00 

89.00 

104.00 

Fidelity  Investments 

66.00 

72.00 

86.00 

101.00 

Rose  &  Co. 

65.00 

71.00 

89.00 

97.00 

Waterhouse  Securities 

35.00 

40.82 

57.62 

90.33 

CALL  FREE 
800-327-7500  Nationwide 
800-522-7500  In  N.Y.  State 

Please  send  your  free  brochure 


WATERHOUSE  SECURITIES,  INC. 

Member  New  York  Slock  Exchange  •  SIPC 

44  Wall  St.,  New  York,  NY  10005 
235  Montgomery  St.,  San  Francisco,  CA  94104 
1  Wilshire  Bldg..  Los  Angeles.  CA  90017 
135  So.  LaSalle  St. .  Chicago.  IL  60603 
1901  Pennsylvania  Ave.  N.W.,  Wash..  DC  20006 
InterFirst  Two  Bldg.,  Dallas.  TX  75270 

New  York  •  San  Francisco  •  Los  Angeles  •  Chicago  •  Washington,  D.C.  •  Dallas 


Cily/State/Zip_ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Offering  Circular  Supplement  and  the  related  Offering  Circular. 


New  Issue  /  December  19, 1985 


$948,000,000 

(Approximate) 


Federal  Home  Loan  Mortgage  Corporation 


Mortgage  Participation  Certificates  (Guaranteed) 


To  Be  Sold  By 


Metropolitan  Life  Insurance  Company 


Each  Mortgage  Participation  Certificate  will  evidence  an  undivided  interest  in  one  of  33 
pools  and  each  FHA/VA  Participation  Certificate  will  evidence  an  undivided  interest 
in  one  of  26  pools  of  fixed  rate,  first  lien  one-  to  four-  family  mortgages. 


Copies  of  the  Offering  Circular  Supplement  and  the  related  Offering  Circular  may  be  obtained  in 
any  State  in  which  this  announcement  is  circulated  only  from  such  of  the  undersigned 

as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 


Bear,  Stearns  &  Co.  Inc.      The  First  Boston  Corporation      Dillon,  Read  &  Co.  Inc. 


Goldman,  Sachs  &  Co.       Merrill  Lynch  Capital  Markets       Morgan  Stanley  &  Co. 

Incorporated 


PaineWebber 

Incorporated 


Shearson  Lehman  Brothers  Inc. 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


750- 


Dow  Jones  industrial  average 

The  total  price  of  30  blue-chip  industrial 
stocks,  adjusted  to  reflect  splits. 


Dow  Jones 
P/E*:  13.6 


'Capitalization  weighted 
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Higher  P/Es  may  make  sense.  If,  that  is,  optimists  are 
right  about  1986  inflation.  The  nearly  5,400  issues  that 
make  up  the  Wilshire  index  are  now  selling  at  14.7  times 
latest  12-month  earnings  and  roughly  10  times  expected 
1986  earnings.  When  the  last  bull  market  began  faltering 
in  the  summer  of  1983,  the  P/E  on  the  Wilshire  peaked  at 
14.9.  But  this  market  may  be  different.  Falling  energy  and 
commodity  prices  may  keep  the  rise  in  consumer  prices  to 
about  3%  this  year,  against  4%  for  1983.  With  less  infla- 


tionary distortion  of  earnings,  investors  may  again  accept 
multiples  in  the  midteens. 

The  contrary  view:  Wall  Street  is  overdue  for  a  rest,  and 
it  may  not  take  much  bad  news  to  push  stocks  back.  Since 
mid-September  the  Dow  is  up  nearly  250  points,  while  the 
Wilshire  added  more  than  a  quarter-trillion  dollars  in 
market  capitalization.  During  the  last  two  weeks  the  Dow 
gained  another  0.4% ;  the  Wilshire,  0.2% .  At  the  very  least 
there  is  a  case  for  a  little  profit-taking. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

3.7 

4.0 

4.9 

3.9 

2.0 

2.9 

in  last  52  weeks 

29.4 

31.7 

30.7 

28.4 

22.5 

32.3 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

3.7 

4.4 

8.7 

3.5 

3.9 

5.0 

3.8 

5.6 

5.8 

4.7 

3.2 

6.6 

in  last  52  weeks 

31.5 

36.4 

57.5 

35.5 

30.6 

37.6 

29.2 

47.8 

54.8 

36.9 

40.9 

25.7 

'Wilshire  index  reflects  price  performance  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created. 
2Based  on  sales. 

'A  stock's  sensitivity  to  overall  market  movement  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  arc  more  stable 
4A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 

Note:  All  data  for  periods  ending  1/3/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


TWA's  long  shadow.  Carl  Icahn's  troubles  in  financing  his 
attempt  to  take  over  Trans  World  Airlines  cast  a  shadow 
over  the  entire  transportation  sector.  It  brought  down  the 
share  price  of  the  fourth-biggest  carrier  nearly  15%  in  the 
last  two  weeks.  That  was  a  major  factor  in  transporta- 
tion's registering  the  poorest  two-week  performance,  a 
loss  of  0.8%. 


Energy,  up  1.5%,  recorded  the  best  gain.  Coastal,  the 
strongest  stock  in  this  group,  rose  14%,  followed  by,| 
acquisition  target  MidCon,  which  climbed  13%.  The  seci 
ond-best  group  was  finance,  which  rose  0.7%.  Irving  Bank- 
led  this  sector  with  a  13%  gain.  Consumer  durables,  raw 
materials  and  technology  all  rose  0.5%,  while  capital 
goods  and  utilities  remained  unchanged. 


f\y   Percent  change  in  last  52  weeks  '<3><2>  Percent  change  in  last  two  weeks 


Capital  goods 

+  50 

0.0 

0 

1 1 1 

1 1 1 1 1 1 1 1 1 1 

1  1  1  1  1  1  1 

Mill 

'85 

l'86 

Energy 


+  50 


-25 
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'86 


Technology 


+  50 


^5^ 
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Consumer  durables 


+  50 
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Finance 


-25 


'85 


Transportation 


+  50 


-25 


l'86 
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Consumer  nondurables  and  services 


+  50 


-25 
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Raw  materials 


-25 
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Utilities 


-25 
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What  The  Analysts  Think 


What's  cheap?  Among  the  nine  Wilshire  sectors,  three — 
consumer  durables,  energy  and  utilities — are  now  selling 
at  little  more  than  eight  times  estimated  1986  earnings. 


Expensive  sectors  are  technology  and  consumer  nondura 
bles,  with  multiples  of  12.7  and  12.8,  respectively,  o 
estimated  1986  earnings. 


Forecasting  the  Forbes  500 


Performance 
period 


Average 
earnings  per 
share 


P/E 


latest  12  months 

1986  estimates 

1987  estimates 


$3.18 
4.27 
3.35 


13.7 
10.2 
11.6 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  •  P/E 

%  change  in  1986  estimate 
in  2  weeks     in  4  weeks 

l 

Finance 

3.94 

9.2 

0.55 

0.89 

2 

Consumer  durables 

4.33 

8.2 

0.41 

0.27 

3 

Technology 

2.96 

12.7 

0.29 

-0.13 

4 

Energy 

3.71 

8.1 

0.05 

0.14 

5 

Consumer  nondurables 

2.64 

12.8 

0.03 

-0.25 

6 

Utilities 

3.64 

8.4 

-0.02 

-0.22 

7 

Raw  materials 

2.42 

11.7 

-0.50 

-0.94 

8 

Capital  goods 

2.86 

12.5 

-0.53 

-1.14 

9 

Transportation 

2.80 

10.2 

-1.53 

-3.17 

Earnings  proiections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts  Data  are  compiled  and  updated  continuously  by  the  Institutional  Broko| 
Estimate  System  (IBESt,  a  service  of  Lynch,  )ones  &  Ryan,  a  New  York-based  brokerage  firm 
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British  Airways 
announces  pre-tax  profits  of 

£201m  for  the  half  year. 


BRITISH  AIRWAYS  HALF  YEAR  RESULTS 
The  Board  of  British  Airways  Pic  announces  the  results  for  the  six  months  ended 


30th  September  1985. 


6  months  ended 

Year  ended 

Group  Results 

30  September  unaudited 

31  March  audited' 

1985 

1984 

1985 

£m 

Cm 

£m 

TURNOVER:  Airline 

1640 

1491 

2797 

Other 

103 

82 

145 

1743 

1573 

2942 

AIRLINE  OPERATING  SURPLUS  (Note  1) 

205 

236 

303 

Operating  profit/(loss)  on  other  activities  

1 

(2) 

(11) 

Other  income,  including  related  companies 

16 

26 

22 

Exceptional  item  

J33) 

PROFIT  BEFORE  INTEREST  AND  TAXATION 

222 

260 

281 

Interest  payable  

(29) 

(48) 

(89) 

Currency  profits  (losses)  (Note  1)   

8 

J23) 

(24) 

PROFIT  BEFORE  TAXATION 

201 

189 

168 

Taxation  (Note  2)  

(1) 

(2) 

(2) 

Profit  for  the  period  after  taxation 

200 

187 

166 

Extraordinary  items  

10 

Profit  for  the  period  transferred  to  reserves  

200 

187 

176 

Note  1 

During  the  6  months  the  sterling  US  Dollar 
exchange  rate  moved  from  US$1,237  to 
USS1.4083.  Despite  this  strengthening  of 
sterling  against  the  USS  and  many  other  cur- 
rencies theeffecton  the  overall  financial  position 
and  m  particular  the  revenue  reserves  is  small. 
There  are  three  constituent  elements  as 
follows: 

(i)  The  Airline  Operating  Surplus  has  been 
reduced  by  £24m  due  to  normal  credit 
periods  allowed  to  agents  resident  out- 
side the  UK  in  settling  accounts  partlv 
offset  by  similar  payments  to  foreign 
suppliers.  Both  forms  of  settlement  have 
been  affected  by  the  erratic  movements 
within  the  currency  exchange  markets. 

(ii)  The  liability  on  US  dollar  general  pur- 
pose loans  has  decreased  by  £8m  which  is 
credited  to  the  Profit  and  Loss  Account. 

(iii)  The  US  dollar  loans  raised  specifically 
tor  the  purpose  of  financing  aircraft  and 
the  corresponding  dollar  cost  of  these 
fixed  assets  has  decreased  by  £4<)ni  as  a 
result  of  the  appreciation  in  the  value  of 
sterling  during  the  period.  Conversely, 
the  reserves  have  been  credited  by  an 
adjustment  to  past  depreciation  on 
those  fixed  assets  of  £12m.  The  effect  on 
the  depreciation  charge  in  the  period  is 
not  material. 


The  net  effect  of  these  is  a  £4m  debit  to 
reserves. 

Note  2 

No  provision  is  required  for  UK  Corporation 
Tax,  because  of  the  availability  of  losses 
brought  forward.  On  present  estimates  provi- 
sion for  Deferred  Taxation  may  be  required 
during  the  financial  year  ending  31  March  1 987. 
The  Taxation  charge  of  £lm  is  in  respect  of 
overseas  taxes  and  tax  attributable  to  related 
companies. 

Commentary 

The  volume  of  scheduled  airline  traffic  m  this 
half  year  increased  over  the  same  period  a  year 
ago  by  9.5%  in  terms  of  passengers  and  10.4% 
in  revenue  passenger  kilometres. 
This  volume  growth  has  arisen  across  all  geo- 
graphical markets  with  particular  strength 
shown  in  the  USA. 

Airline  turnover  has  increased  from  I'  1 491  m  to 
£1640nl.  While  the  Airline  Operating  Surplus 
has  fallen  from  £236m  to  £205m  -  for  which 
there  are  a  number  of  quantified  reasons  set  out 
in  this  statement  -  the  pre-tax  profits  have 
increased  from  £  189m  to  £201  m. 
The  Airline  Operating  Surplus  has,  in  addition 
to  the  £24m  loss  on  currency,  been  affected  by 
the  following: 

(i)     The  loss  of  the  prof  itable  Saudi  Arabian 
routes  which  in  the  same  period  last  year 


contributed  some  £10ni  to  half  year 
profits.  The  new  routes  to  South  Amer- 
ica are  performing  well  and  prospects  arc 
encouraging,  but  they  have  yet  to  contri- 
bute profits.  Due  to  conflicts  m  the  Mid- 
dle East  services  to  Iran  have  remained 
discontinued  throughout  the  period, 
(ii)     With  a  much  smaller  number  ofTrident 
aircraft  in  service  in  this  half  year  operat- 
ing lease  charges  in  respect  of  Boeing  757 
and  737  aircraft  have  amounted  to  some 
Olm,  compared  with  a  virtually  nil  cost 
a  year  ago.  Depreciation  charged  is  little 
changed  at  £45m. 
(ill)    The  accident  at  Leeds  in  which  a  TnStar 
operated  by  British  Airtours  overran  the 
runway,  and  the  loss  of  the  Boeing  737 
at  Manchester  (which  led  to  tempor- 
ary grounding  of  aircraft  tor  inspection), 
have  adversely  affected  the  result  tor  the 
period  by  an  identified  £9m.  It  is  believed 
that  this  amount  may  be  increased  by 
revenue  reflecting  some  temporary  loss 
of  market  share  to  points  in  Europe  but 
this  cannot  yet  be  evaluated. 
The  cost  of  aviation  fuel  although  fairly  static  in 
the  first  halt  of  the  year  has  subsequently 
increased.  With  lower  oil  prices  on  the  world 
markets  the  outlook  tor  fuel  prices  should 
improve. 

We  are  experiencing  rejections  and  delays  by 
the  regulatory  authorities  in  seeking  approval 
ot  new  tare  proposals. 

During  the  halt  year  net  loan  repayments 
amounted  to  £135m.  With  the  strengthening  ot 
sterling  the  value  ot  borrowings  have  fallen  by 
£48m  over  the  period,  and  these  now  stand  at 
£4(>4m  against  £647m  at  31  March  1985. 
Net  worth  (share  capital  and  reserves)  is  now 
£499m  compared  with  £297m  a  year  ago.  and  a 
similar  amount  at  31  March  1985. 


Flfyou  < 


\  ,mt  to  know  more  about  the  ( 'onip.iny  send  tl 
coupon  to  Public  Affairs.  British  Airways  I'lc,  (S53).  RO 
Box  in.  Heathrow  Airport  Hounslow,  TWf>  2JA,  lor  . 
copv  ot"  the  Interim  Results  lor  the  tirst  six  months  ti 
Kith  September  l'»5  and  VIHA/X5  Report  and  Accounts 

Name  

Address  
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British  Airways 

Hi  it. nil's  highest  living  company 


The  Funds 


Mutual  funds  did  well  in  the  second  half  of 1985 — almost  as  we  A 
as  the  market — and  money  rolled  in. 


When  old 
friends  call 


agellan  Fund  Manager  Pe- 
ter Lynch  has  a  time-tested   

market  indicator.  It  goes: 
"When  I  meet  someone  at  a  cocktail  party,  and  they  say, 
'What  do  you  do?'  and  I  say,  'I  run  a  mutual  common  stock 
fund,'  and  they  change  the  subject  and  say,  'Oh,  that's 
interesting.  Do  you  have  any  children?' — that's  usually 
near  the  bottom  of  the  market."  During  the  "bull  phase," 
according  to  Lynch,  long-lost  acquaintances  call  and  ask 
for  stock  tips. 

And  during  the  "blowout  phase,"  as  Lynch  calls  it, 
people  call  Lynch  to  give  him  stock  tips. 


By  Laura  R.  W albert 


Lynch  has  been  renewing  lots  of  ol 
friendships  lately.  "I'm  getting  caL 
from  people  that  I  haven't  heard  from  in  15  years,"  he  say 
"Usually  there's  a  little  left,  but  not  much,  when  th; 
happens." 

Now  that  stock  prices  have  doubled  from  mid- 1981 
most  of  the  other  experts  are  falling  over  themselve 
explaining  why  it  had  to  happen  and  why  the  market  wi 
keep  going  up.  People  with  long  memories  get  suspicioi. 
at  times  like  this,  when  nearly  everybody  is  bullish,  bi 
retail  investors  haven't  gotten  the  message.  They  are  quii 
caught  up  in  the  euphoria,  and  are  pouring  cash  inl 
mutual  funds — including  Lynch's- 
faster  than  ever. 

The  average  six-month  perfo* 
mance  for  funds  tracked  in  the  tab. 
on  page  111,  excluding  the  bon 
funds,  was  10.3%.  That  isn't  quite  s 
good  as  the  return  on  the  broad  Wi 
II  shire  5000  index,  1 1.8%  (both  figure 

Vi  include  reinvested  dividends),  but 

was  hard  to  complain  about.  So,  tr 
money  keeps  coming. 

Falling  interest  rates  helped  bon 
funds  come  on  strong,  with  an  averag 
8.8%  total  return.  Again,  a  bit  won 
than  the  market — the  Merrill  Lync 
government/corporate  bond  inde 
earned  9.9%  for  the  six  months.  Bi 
operators  of  the  funds  have  to  take 
little  out  for  themselves.  Buyers  • 
international  funds  did  doubly  wel 
thanks  to  a  declining  dollar  and  stror 
overseas  markets. 

Fueled  by  all  this,  net  fund  sales  U 
the  full  year  (excluding  sales  of  mone 
market  and  other  short-term  fund 
reached  an  estimated  $78  billion,  ti 
pie  the  $26  billion  of  1984. 

Despite  a  year-end  Dow  that  toppe 
1500,  it  was  the  bond  and  incorr 
funds  that  tempted  investors — a  su: 
sign  that  much  of  the  money  is  con 
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The  recent  winners 

Stock  and  balanced  funds 

Bond  &  preferred  stock  funds 

Strong  foreign  markets  and  a  declining  dollar  recently 
gave  the  biggest  gains  to  funds  that  invest  abroad.  Here 
are  the  top  funds  for  the  last  half  of  1985  from  the  stock 
and  balanced  funds  in  the  performance  update. 

As  interest  rates  sank,  bond  funds  delivered  capital 
gains.  Here  are  the  ten  best  performing  bond  and 
preferred  stock  funds  (with  assets  of  at  least  $100 
million)  for  the  second' half  of  1985. 

Fund 

Six- 
month 
return 

Fund 

Six- 
month 
return 

Oppenheimer  AIM  Fund 

39.4% 

Hutton  Inv  Series  Bond 

14.0% 

T.  Rowe  Price  International  Fund 

33.0 

Fidelity  Thrift  Trust 

12.5 

Scudder  International  Fund 

32.1 

United  Bond  Fund 

12.3 

United  International  Growth  Fund 

26.9 

Paine  Webber  Fixed  Inc-Invest  Grade 

U.8 

Dean  Witter  World  Wide  Invest 

26.8 

IDS  Selective  Fund 

11.7 

Trustees'  Commingled-Intl  Equity 

23.5 

Mass  Financial  Bond  Fund 

US 

Merrill  Lynch  International 

23.0 

Bond  Fund  of  America 

11.5 

New  Perspective  Fund 

22.1 

IDS  Bond  Fund 

11.3 

Alliance  Technology 

18.8 

Mass  Financial  High  Income  Trust 

11.3 

Sci/Tech  Holdings 

18.4 

Van  Kampen  Merritt  US  Govt  Fund  11.1 

Source  CPA  Int 

estment  T ecbnologies 

Source  CPA  Investment  Technologies 

ing  out  of  money  market  funds  and  bank  products  whose 
holders  are  reaching  for  yield  now  that  short-term  rates  are 
not  in  the  stratosphere.  Net  equity  fund  sales  totaled  $9.9 
billion,  less  than  1983's  record  $13.2  billion.  But,  bond  and 
income  funds  brought  in  $68.6  billion. 

Is  Lynch  acting  on  his  perception  that  the  market  is 
nearing  the  top?  Yes,  indeed.  Among  interest-sensitive 
securities,  he  reduced  his  position  in  bonds  and  utilities 
from  20%  to  6%,  and  is  buying  savings  and  loans.  One  of 


Magellan's  largest  positions  is  in  Federal  National  Mort- 
gage Association,  which  could  rake  in  big  profits  if  interest 
rates  hold  steady.  Lynch  is  cutting  back  on  conservative 
brewing  and  food  stocks,  which  had  big  runups,  and  is 
stocking  up  on  cyclicals  and  on  small-company  stocks 
that  haven't  recovered  from  their  1983  collapse. 

Lynch  called  the  bull  market  right  last  year,  and  he 
might  be  right  once  more  about  the  dangers  of  a  coming 
blowout.  Gotten  any  stock  tips  from  taxi  drivers  yet?  ■ 


Six-month  performance  update 

This  table  covers  the  stock,  bond  and  balanced  funds 
with  assets  of  $100  million  or  more  that  are  tracked  by 

CDA    Investment    Technologies.    Performance  is 
through  Dec.  31,  1985;  assets  are  as  of  Sept.  30,  1985. 

Return"  

Assets 
9/30/85 
(mil) 

Assets 
9/30/85 
(mil) 

Fund 

6  mos 

10  yrs 
(annualized) 

Fund 

6  mos 

10  yrs 
(annualized) 

ABT  Growth  &  Income 

11.8% 

13.8% 

$  107 

American  Capital  Venture 

-1.8% 

22.7% 

$  376 

Acorn  Fund 

9.4 

23.7 

269 

American  Mutual  Fund 

12.3 

18.9 

1,326 

Affiliated  Fund 

9.9 

16.0 

2,247 

Axe-Houghton  Fund  B 

14.2 

13.7 

149 

Age  High  Income  Fund 

6.6 

12.5 

208 

Babson  Growth  Fund 

13.1 

10.9 

200 

Alliance  Mortgage  Sees  Income  Fund 

7.1 

NA 

482 

Bond  Fund  Of  America 

11.5 

11.5 

410 

Alliance  Technology 

18.8 

NA 

127 

Boston  Co  Cap  Appreciation 

13.7 

13.7 

297 

Amcap  Fund 

11.0 

21.8 

1,132 

Bullock  Dividend  Shares 

12.3 

13.3 

279 

American  Balanced  Fund 

11.9 

13  9 

130 

Bullock  Growth  Shares 

9.8 

13.8 

134 

American  Capital  Comstock 

5.3 

22.4 

755 

Bullock  High  Income  Shares 

8.1 

NA 

125 

American  Capital  Enterprise 

9.0 

17.8 

528 

Chemical  Fund 

15.2 

11.2 

609 

American  Capital  Government  Sees 

8.2 

NA 

3,342 

Cigna  Growth  Fund 

10.4 

13.7 

184 

American  Capital  Harbor 

8.0 

17.0 

188 

Cigna  High  Yield  Fund 

9.3 

NA 

125 

American  Capital  High  Yield  Inv 

10.4 

NA 

457 

Cigna  Income  Fund 

11.0 

10.3 

205 

American  Capital  Pace 

10.0 

26.8 

1,478 

Colonial  Cap  Appreciation 

11.3 

NA 

257 

'Total  return,  including  reinvested  dividends,  through  12/31/85.    NA:  Not  available 


Source  CPA  Investment  Technologies. 
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Six  month  performance  update 


 Return*   Assets 

6  mos         10  yrs  9/30/85 
Fund  (annualized)  (mil) 

Colonial  Corp  Cash  Trust  1  4.4%  NA         $  257 

Colonial  Corp  Cash  Trust  II  2Ji  NA  145 

Colonial  Fund  12J  12.8%  101 

Colonial  Govt  Securities  Plus  Trust     9.6  NA  1,662 

Colonial  High  Yield  Securities  9_3  11.4  113 

Colonial  Income  Fund  9J  lOl  143 

Colonial  Option  Income-Port  1  9J>  NA  1,338 

Colonial  Option  Income-Port  II  6  4  NA  173 

Columbia  Growth  Fund  7_9  19^  193 

Criterion  Bond-US  Govt  High  Yld  Tr    8.2  NA  565 

Dean  Witter  Develop  Grow  Sees  6.0  NA  153 

Dean  Witter  Dividend  Grow  Sees       12.4  NA  302 

Dean  Witter  High  Yield  Sees  8J5  NA  586 

Dean  Witter  World  Wide  Invest         26.8  NA  104 

Decatur  Income  Fund  7.8  17.5  751 

Delaware  Fund  10.3  17.6  324 

Dreyfus  A  Bonds  Plus  10.8  NA  165 

Dreyfus  Fund  87  15.8  2,100 

Dreyfus  Growth  Opportunity  17.7  16.0  376 

Dreyfus  Leverage  Fund  ll2  1_7_8  409 

Dreyfus  Special  Income  Fund  12.8  12.6  109 

Dreyfus  Third  Century  Fund  10.2  17.7  150 

Eaton  Vance  Investors  Fund  9  4  15.2  208 

Eaton  Vance  Tax-Managed  Tr  17.4  NA  536 

Energy  Fund  7_9  157  334 

Evergreen  Fund  13.3  27.7  333 

Evergreen  Total  Return  10.8  NA  176 

Explorer  Fund  9.0  20.4  330 

Explorer  II  5.6  NA  330 

Federated  GNMA  Trust  9_6  NA  317 

Federated  High  Income  Sees  Fund        7.8  NA  217 

Federated  Income  Trust  6.6  NA  207 

Federated  Intermediate  Govt  Trust       6.5  NA  372 

Federated  Stock  Trust  10.9  NA  214 

Fidelity  Corporate  Bond  Fund  10.2  9.7  201 

Fidelity  Destiny  Fund  15.4  24.2  752 

Fidelity  Equity-Income  Fund  9.3  22.6  672 

Fidelity  Exchange  Fund  12.2  NA  123 

Fidelity  Freedom  Fund  15.3  NA  512 

Fidelity  Fund  11.7  15.6  645 

Fidelity  Government  Securities  Fund    8.5  NA  151 

Fidelity  High  Income  Fund  10  0  NA  672 

Fidelity  Magellan  Fund  17.2  33.9  2,962 

Fidelity  Mercury  Fund  14.7  NA  129 

Fidelity  Mortgage  Sees  Func  8.2  NA  222 


 Return"   Assets 

6  mos  10  yrs  9/30/85 
Fund                                                          (annualized)  (mil) 

Fidelity  Puritan  Fund  9.7%  17.1%  $1,092 

Fidelity  Qualified  Dividend  6.2  NA  164 

Fidelity  Select-Health  Care  8.5  NA  147 

Fidelity  Select-Prec  Metals  &  Min  -17.3  NA  135 

Fidelity  Select-Technology  11.5  NA  375 

Fidelity  Thrift  Trust  12.5  NA 

Fidelity  Trend  Fund  10.9  1.3.4  601 

Financial  Industrial  Fund  12.4  16.6  330 

Financial  Industrial  Income  14.4  17.7  229 

First  Investors  Bond  Appreciation  7.5  NA  130 

First  Investors  Fund  For  Income  8.3  12.1  1,251 

First  Investors  Option  Fund  5.2  NA  182 

Founders  Mutual  Fund  15.1  119  138 

FPA  Paramount  Fund  4.2  18.9  136 

Franklin  Custodian-Income  -0.3  16.5  104 

Franklin  Custodian-US  Govt  9.2  6,459 

Franklin  Gold  Fund  -15.7  14.3  109 

FTP-Equity  Portfolio  Income  9.5  NA  281 

FTP-Fixed  Income  Limited  Portfolio     7.8  NA  231 

Fund  For  US  Govt  Securities  6.5  8.8  393 

Fund  Of  America  13.2  17.9  135 

Fundamental  Investors  15.0  14.6  395 

GintelFund  9.9  NA  118 

Growth  Fund  Of  America  9.1  21.5  564 

Guardian  Mutual  Fund  8_9  18_5  446 

Hamilton  Funds  9.4  10.4 

John  Hancock  Bond  Trust  10.7  9.0  941 

John  Hancock  US  Govt  Sees  Tr  9.3  10.1  129 

Hutton  Invest-Emerging  Growth  10.1  NA  140 

Hutton  Investment-Growth  10.0  NA  790 

Hutton  Investment-Option  Income  3.2  NA  139 

Hutton  Inv  Series  Bond  14.0  NA  202 

IDS  Bond  Fund  11.3  10.3  1,370 

IDS  Discovery  Fund  15.1  NA  257 

IDS  Equity  Plus  13.5  13.0  306 

IDS  Extra  Income  Fund  NA  509 

IDS  Growth  Fund  9.0  21.0  633 

IDS  Mutual  11.4  13.0  1,069 

IDS  New  Dimensions  Fund  9  3  18.6  404 

IDS  Progressive  Fund  13.3  16  1  161 

IDS  Selective  Fund  11.7  10.9  862 

IDS  Stock  Fund  11.7  12.2  1,265 

Income  Fund  Of  America  8.0  15.8  361 

International  Investors  -10.0  16.9  765 

Investment  Co  Of  America  14.8  17.0  2,639 


'Total  return,  including  reinvested  dividends,  through  12/31/85.    NA:  Not  available.  Source  CDA  Investment  Teclmologies 
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Six-month  performance  update 


 Return  *  

Assets 

6  mos 

10  yrs 

9/30/85 

Fund 

(annualized) 

(mil) 

Investment  Portfolio-Govt  Plus 

6.4% 

NA 

$954 

Investment  Pott-Option  Income 

4.6 

NA 

108 

ISI  Trust  Fund 

7.3 

9.2% 

105 

Janus  Fund 

9.5 

20.6 

387 

Kemper  Growth  Fund 

10.4 

18.5 

247 

Kemper  High  Yield  Fund 

8.5 

NA 

228 

Kemper  Inc  &  Cap  Preservation  Fund 

8.2 

NA 

134 

Kemper  Option  Income  Fund 

5.8 

NA 

765 

Kemper  Summit  Fund 

8.9 

20.9 

191 

Kemper  Total  Return  Fund 

10.3 

18.3 

330 

Kemper  US  Govt  Sees 

9.7 

NA 

814 

Keystone  B-2 

9.9 

11.9 

232 

Keystone  B-4 

8.8 

12.7 

760 

Keystone  Custodian  K-l 

6.4 

12.7 

284 

Keystone  Custodian  K-2 

15.7 

11.9 

202 

Keystone  Custodian  S-3 

7.6 

14.3 

191 

Keystone  Custodian  S-4 

9.2 

17.1 

573 

Legg  Mason  Value  Trust 

11.8 

NA 

314 

Lehman  Capital  Fund 

7.1 

NA 

106 

Lehman  Investors  Fund 

12.4 

15.5 

353 

Lexington  Research  Fund 

9.9 

14.1 

101 

Lindner  Fund 

6.2 

NA 

390 

Loomis-Sayles  Capital  Development 

12.0 

22.7 

149 

Lord  Abbett  Bond  Debenture  Fund 

6.9 

12.8 

274 

Lord  Abbett  Developing  Growth 

7.2 

NA 

262 

Lord  Abbett  Value  Appreciation 

15.9 

NA 

258 

Manhattan  Fund 

13.0 

16.2 

100 

Mass  Capital  Development  Fund 

7.3 

23.0 

716 

Mass  Financial  Bond  Fund 

11.5 

10.4 

261 

Mass  Financial  Development  Fund 

9.8 

16.8 

191 

Mass  Financial  Emerging  Growth 

8.1 

NA 

175 

Mass  Financial  High  Income  Tr 

11.3 

NA 

493 

Mass  Income  Development  Fund 

11.5 

14.5 

204 

Mass  Investors  Growth  Stock  Fund 

9.9 

13.2 

811 

Massachusetts  Investors  Trust 

12.7 

12.9 

1,037 

Mathers  Fund 

10.0 

19.6 

163 

Merrill  Lynch  Basic  Value  Fund 

10.3 

NA 

433 

Merrill  Lynch  Capital  Fund 

10.0 

NA 

367 

Merrill  Lynch  Corp  Bond-High  Inc 

7.7 

NA 

298 

Merrill  Lynch  Corp  Bond-High  Qual 

9.7 

NA 

135 

Merrill  Lynch  Corp  Dividend  Fund 

6.0 

NA 

129 

Merrill  Lynch  Federal  Sees  Tr 

8.3 

NA 

4,092 

Merrill  Lynch  Fund  For  Tomorrow 

5.6 

NA 

263 

Merrill  Lynch  International 

23.0 

NA 

203 

!  Merrill  Lynch  Pacific  Fund 

16.3 

NA 

140 

 Return  *  

Assets 
9/30/85 
(mil) 

Fund 

6  mos         10  yrs 

(annualized) 

WL  Morgan  Growth  Fund 

ir  to/ 
15.3  /o 

16.7% 

$545 

Mutual  Qualified  Income  Fund 

1Z.4 

NA 

344 

Mutual  Shares 

117 

04  A 

894 

Nationwide  Fund 

15.5 

12  1 

255 

National  Federal  Securities  Tr 

6.8 

NA 

406 

National  Securities  Bond 

10.4 

10.8 

350 

National  Stock  Fund 

1  0  o 
iz.y 

220 

National  Total  Return  Fund 

8.8 

1  ft  0 
1  o.z 

167 

NEL  Growth  Fund 

9.5 

21  9 

196 

New  Economy  Fund 

15.0 

NA 

438 

New  Perspective  Fund 

00  1 
ZZ.  1 

1  7  n 
I  /.u 

673 

New  York  Venture  Fund 

1  A  ^ 

on  o 
zu.y 

108 

Nicholas  Fund 

6.1 

23.9 

557 

Nicholas  II 

8.1 

NA 

140 

Northeast  Investors  Trust 

10.2 

11.2 

218 

Oppenheiiner  AIM  Fund 

3Q  A 

17  0 
1  /  .Z 

232 

Oppenheimer  Directors  Fund 

9  6 

MA 
IN  r\ 

273 

Oppenheimer  Equity  Income 

12.1 

19.0 

157 

Oppenheimer  Fund 

12.5 

1 1.5 

237 

Oppenheimer  High  Yield  Fund 

8.6 

NA 

483 

Oppenheimer  Premium  Inc  Fund 

O  7 

y.  i 

In  A 

344 

Oppenheimer  Regency  Fund 

O  7 

y .  / 

131 

Oppenheimer  Special  Fund 

8.7 

21.3 

728 

Oppenheimer  Target  Fund 

14.6 

NA 

112 

Oppenheimer  Time  Fund 

1 1.7 

21.5 

190 

Over-the-Counter  Securities  Fund 

113 
1  i.j 

O  A  H 

Z4.o 

121 

Paine  Webber  Fixed  Inc-GNMA 

1U.U 

In  A 

1,171 

Paine  Webber  Fixed  Inc-Invest  Grade 

1 1.8 

NA 

157 

Partners  Fund 

l  n  7 

0 1  ^ 

J-  L.J 

229 

Penn  Square  Mutual  Fund 

12.4 

14.9 

174 

Pennsylvania  Mutual  Fund 

iu.y 

O  A  C 

Z4.o 

287 

Philadelphia  Fund 

o.y 

1  ^  ft 

103 

Phoenix  Growth  Fund 

12.2 

17.3 

105 

Pilgrim  Adjustable  Rate 

3.9 

NA 

830 

Pioneer  Fund 

5.9 

15.8 

1,306 

Pioneer  II 

I  1  o 

I I  .y 

O  A  C\ 
Z4.U 

1,875 

Pioneer  Three 

10.1 

NA 

369 

T  Rowe  Price  Growth  Stock  Fund 

15.3 

10.0 

993 

T  Rowe  Price  Growth  &  Inc  Fd 

9  6 

NA 

326 

T  Rowe  Price  International  Fund 

33.0 

NA 

285 

T  Rowe  Price  New  Era  Fund 

10.7 

16.1 

473 

T  Rowe  Price  New  Horizon  Fund 

9.0 

17.5 

1,252 

T  Rowe  Price  New  Income  Fund 

8.9 

10.5 

842 

Prudential-Bache  Equity  Fund 

13.3 

NA 

166 

Pru-Bache  Govt  Sees-Inter  Term 

7.1 

NA 

191 

•Total  return,  including  reinvested  dividends,  through  12/31/85.    NA:  Not  available.  Source:  CDA  Investment  Technologies 
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Six  month  performance  update 


 Return'  

Assets 
9/30/85 
(mil) 

 Return "  

Assets 
9/30/85 
(mil) 

Fund 

6  mos         10  yrs 

(annualized) 

Fund 

6  mos         10  yrs 

(annualized) 

Prudential-Bache  High  Yield  Fund 

7.6% 

NA 

$  407 

Strong  Total  Return  Fund 

13.1% 

NA 

$  189 

Prudential-Bache  Research  Fund 

12.4 

NA 

146 

Sunbelt  Growth  Fund 

3.0 

NA 

117 

Prudential-Bache  Utility  Fund 

9.8 

NA 

247 

Technology  Fund 

11.4 

16  0% 

614 

Putnam  Corporate  Cash  ARP 

4.2 

NA 

509 

Templeton  Global  I 

10.3 

NA 

258 

Putnam  Convertible  Income-Gr  Tr 

9.0 

NA 

202 

i     .  i  .     /.'i  l  l  •» 
templeton  Global  11 

10.3 

NA 

293 

Putnam  Corporate  Cash  DSP 

4.8 

NA 

146 

Templeton  Growth  Fund 

1 1.6 

20.5 

1,170 

Putnam  Fund  For  Growth  &  Income 

12.8 

16.4% 

845 

Templeton  World  Fund 

12.2 

NA 

2,276 

Putnam  Health  Sciences  Trust 

8.8 

NA 

220 

Thomson  McKinnon  Income  Fund 

7.3 

NA 

186 

Putnam  High  Income  Gov  Tr 

9.4 

NA 

813 

Trustees'  Commingled-Intl  Equity 

23.5 

NA 

551 

Putnam  High  Yield  Tr 

9.5 

NA 

1,372 

Trustees'  Commingled-US  Equity 

7.6 

NA 

200 

Putnam  Income  Fund 

8.5 

11.1 

167 

Tudor  Fund 

1 1.9 

21.7 

124 

Putnam  Information  Sciences  Tr 

9.2 

NA 

145 

20th  Century  Growth  Investors 

13.3 

28.6 

719 

Putnam  Investors  Fund 

9.4 

15.0 

932 

20th  Century  Select  Investors 

10.8 

27.3 

1,049 

Putnam  Option  Income  Trust 

8.4 

NA 

1,102 

20th  Century  Ultra  Investors 

6.9 

NA 

374 

Putnam  Option  Income  Trust  II 

5.6 

NA 

277 

United  Accumulative  Fund 

6.5 

15.9 

531 

Putnam  US  Govt  Guaranteed  Sees 

6.8 

NA 

402 

United  Bond  Fund 

12.3 

10.4 

319 

Putnam  Vista  Fund 

8.0 

18.3 

161 

United  High  Income  Fund 

8.7 

NA 

827 

Putnam  Voyager  Fund 

12.1 

19.1 

250 

United  Income  Fund 

14.2 

14.5 

556 

George  Putnam  Fund  of  Boston 

12.3 

13.7 

292 

United  International  Growth  Fund 

26.9 

16.3 

118 

Sci/Tech  Holdings 

18.4 

NA 

284 

United  Science  &  Energy  Fund 

13.0 

13.1 

152 

Scudder  Capital  Growth  Fund 

10.6 

NA 

303 

United  Services-Gold  Shares  Fund 

-30.4 

1 1.2 

276 

Scudder  Development  Fund 

5.8 

19.8 

218 

United  Services-Prospector  Fund 

1.9 

NA 

115 

Scudder  Growth  &  Income  Fund 

10.8 

14.3 

257 

United  Vanguard  Fund 

10.0 

20.8 

387 

Scudder  Income  Fund 

8.8 

10.2 

154 

USAA  Mutual-Growth  Fund 

4.7 

10.4 

145 

Scudder  International  Fund 

32.1 

13.8 

323 

FTC  A    A            —  j  --  <    T  r  1 

USAA  Mutual-Income  Fund 

7.9 

NA 

139 

Security  Equity  Fund 

10.9 

16.8 

232 

USAA  Mutual-Sunbelt  Era  Fund 

2.9 

NA 

109 

Security  Investment  Fund 

5.4 

14.6 

100 

Value  Line  Fund 

8.9 

18.8 

173 

Selected  American  Shares 

1  3  2 

14.2 

101 

Value  Line  Income  Fund 

8.2 

17.5 

118 

Seligman  Capital  Fund 

5.8 

19.9 

154 

Value  Line  Leveraged  Gr  Investors 

5.0 

24.2 

197 

Seligman  Common  Stock  Fund 

13.0 

16.2 

409 

Value  Line  Special  Situations 

8.1 

19.6 

204 

Seligman  Growth  Fund 

8.5 

12.9 

553 

Van  Kampen  Merritt  US  Govt  Fund 

11.1 

NA 

1,090 

Sentinel  Common  Stock  Fund 

11.2 

16.4 

355 

Vanguard  Fixed  Income  Secs-GNMA 

9.7 

NA 

744 

Sequoia  Fund 

6.5 

25.8 

544 

Vanguard  Fixed  Inc  Secs-Hi  Yld 

9.1 

NA 

452 

Shearson  Appreciation  Fund 

13.1 

19.5 

149 

Vanguard  Fixed  Inc  Secs-Inv  Grade 

9.9 

10.5 

207 

Shearson  Fundamental  Value  Fund 

5.8 

NA 

114 

Vanguard  Index  Trust 

4.9 

NA 

342 

Shearson  High  Yield  Fund 

8.4 

NA 

277 

Vanguard  Qualified  Dividend  Port  I 

12.2 

22.6 

150 

State  Farm  Growth  Fund 

16.7 

18.1 

195 

Vanguard  Qualified  Div  Port  III 

2  7 

NA 

168 

State  Street  Growth  Fund 

1 1  n 

1  l.U 

M  A 

220 

Washington  Mutual  Inv  Fund 

12.5 

17.4 

761 

State  Street  Investment  Corp 

11.3 

15.0 

483 

Weingarten  Equity  Fund 

7.1 

23.5 

133 

SteinRoe  Bond  Fund 

in  4 

NA 

142 

Wellesley  Income  Fund 

10.0 

14.0 

169 

Stein  Roe  &  Farnham  Cap  Oppor 

6.3 

17.8 

153 

Wellington  Fund 

11.1 

14.6 

714 

Stein  Roe  &  Farnham  Stock  Fund 

5.6 

12.9 

200 

Windsor  Fund 

9.9 

21.2 

3,644 

SteinRoe  Special  Fund 

9.7 

43.8 

229 

Windsor  II 

9.6 

NA 

108 

SteinRoe  Total  Return  Fund 

8.5 

107 

108 

Yes  Fund 

2.5 

NA 

170 

Strong  Investment  Fund 

9.7 

NA 

201 

Total  return,  including  reinvested  dividends,  through  12/31/85. 

NA:  Not  available.  So 

wee  CDA  Investment  Teclmologies 
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Your  lakeland 
paradise 

from  Forbes 


our  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
i  Central  Missouri.  Right  in  the  heartland  of  America, 
way  from  cities,  noise,  pollution  and  the  rat-race  of  the 
'orkaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
bout  12,800  acres  of  scenic  paradise.  Not  for  everybody, 
ut  maybe  for  you. 

The  Ozarks  region,  which  dominates  most  of  southern 
lissouri,  has  long  been  lost  in  the  legends  of  the  Osage 
idians.  Now  that  the  magnificent  Truman  Lake  has  been 
Dmpleted,  it's  merely  a  matter  of  time  before  the  beauty  of 
lis  spectacular  recreational  area  attracts  vacationers  and 
>ttlers  from  every  corner  of  the  continent. 

If  yours  is  a  family  of  water-sports  lovers — swimming, 
oating,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
erfect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
:  the  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
ruman  Lake  on  the  west,  then  winds  eastward  through 
ands  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
lib  of  the  summer  resort  area  at  Bagnell  Dam. 

Forbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
ibsidiary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
pportunity  of  a  lifetime  for  you  to  acquire  one  or  more 
rres  of  our  choice  Missouri  lakeland  among  the  breathtak- 
g  "hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 

Forbes'  private  park  is  the  ideal  place  to  build  a  second 
ome  .  .  .  that  special  place  where  you  may  now  or  one 
ay  choose  to  retire.  Here  among  the  friendly,  down-home 
plks  who  have  made  Missouri  famous  for  its  hospitality. 

Itain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  |udged  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  and  Housing 
Iportumty  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
ise  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
Isto  Ranches  Inc  .  NYA85-211 


These  are  salt-of-the-earth  people  who  are  pleased  to 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  our 
homesites,  including  lake  front  and  lake  view,  will  be  a 
minimum  size  of  one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modest 
payment  of  $60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

*Prices  subject  to  change  without  notice. 

r 
i 
i 


Forbes  Lake  of  the  Ozarks 

Box  157,  Warsaw,  MO  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 

Name  


Address 


Cky/State/Zip 
Telephone 


or  phone  816/438-2801 


Capital  Markets 


MONEY  &  INVESTMENTS 

Those  17%  and  18%  utility  bonds  issued 
only  a  few  years  ago  may  seem  great 
now.  But  look  before  you  leap. 

AVOIDING 
HOG  CALLS 


By  Ben  Weberman 


Don't  be  too  quick  to  congratulate 
yourself  if  you  happen  to  own  high- 
income  bonds  at  a  time  when  inter- 
est rates  are  dropping.  You  might  be 
in  for  a  nasty  surprise.  The  issuer 
just  might  call  those  bonds  away 
from  you. 

In  the  good  old  days — say  the  ear- 
ly 1980s — figuring  the  risk  of  early 
redemption  was  relatively  simple: 
You  just  took  a  look  at  the  date  and 
price  of  first  call.  True,  sometimes 
there  were  "special  redemption" 
provisions  in  case,  for  example,  the 
company  acquired  a  huge  sum  of 
cash  unexpectedly.  But  no  one  ex- 
pected them  to  be  used.  An  investor 
or  a  salesperson  could  run  down  a 
long  list  of  bonds  and  make  an  in- 
vestment choice  in  minutes. 

Not  so  today.  As  interest  rates 
come  down,  issuers — especially 
electric  utilities — are  finding  ways 
undreamed  of  only  a  few  years  ago 
to  redeem  outstanding  high-coupon 
bonds  early  at  prices  well  below  the 
market,  usually  at  par. 

Take  Alabama  Power's  173/8S  of 
2011,  for  example.  These  were  sup- 
posedly unrefundable  until  Apr.  1  of 
this  year,  and  then  at  113.16.  Sur- 
prise: About  $22  million  of  the  $72 
million  issue  was  called  at  par  un- 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


der  a  special  redemption  provision 
called  a  "funnel  sinking  fund." 

What  that  means  is  that  all  of 
Alabama  Power's  outstanding  debt 
is  subject  to  one  annual  sinking 
fund  requirement,  with  the  com- 
pany permitted  to  channel  the  total 
into  one  issue  if  it  chooses.  Not 
surprisingly,  it  chose  the  173/ss,  the 
highest-coupon  issue  available,  to 
satisfy  its  1985-86  requirement. 
The  bonds  were  selling  at  1 16  when 
the  funnel  redemption  of  the  $22 
million  at  100  was  announced  on 
Oct.  25,  1985. 

Worse,  not  all  investors  will  suf- 
fer equally  here.  The  bonds  re- 
deemed at  par — about  $1  out  of  ev- 
ery $3  outstanding — were  selected 
by  lot.  It's  bad  enough  when  premi- 
um-priced bonds  are  called  at  100, 
it's  worse  when  some  other  investor 
gets  113.16  three  months  later. 

Paula  A.  Tomasetti,  analyst  at 
Morgan  Stanley,  and  Eunice  Reich, 
vice  president  of  Merrill  Lynch  Cap- 
ital Markets,  are  trying  to  help  in- 
vestors protect  themselves  from 
this  kind  of  gouging.  Both  have  done 
work  to  search  out  issues  carrying 
special  redemption  traps,  fust  as  im- 
portant, Reich  has  also  uncovered 
20  other  issues  with  coupons  of 
12%  or  more  where  there  is  no  seri- 
ous risk  of  unexpected  calls  at  par. 

Here  is  one  of  Reich's  safe  issues: 
the  A2/A-minus-rated  133/8s  of  1994 
issued  by  Carolina  Power  &  Light  of 
Raleigh.  At  a  recent  price  of  1 10.25, 
they  yield  10.55%  to  first  refunding 
date  in  1989.  That's  generous,  con- 
sidering that  money  market  yields 
are  around  7%  and  1989  maturity 
Treasurys  are  at  8.5%. 

The  key,  however,  is  this:  Al- 
though these  bonds  can  be  called  at 
a  price  of  111.46  until  April  1989, 


the  interest  cost  of  refinancing 
must  be  at  least  13.5%.  Refunding 
this  way  is  unlikely.  It  doesn't  make 
sense  to  borrow  at  a  high  cost  to  pay 
off  bonds  bearing  a  lower  rate.  The 
issue  can  be  called  with  corporate 
cash,  but  that's  also  unlikely,  since 
Carolina  Power's  cash  flow  is  being 
used  to  construct  a  $3.3  billion  nu- 
clear facility. 

For  longer  maturity,  there  are  the 
12'/4%  Duquesne  Light  Co.  bonds 
rated  Baal/BBB.  They  were  trading 
at  106  recently,  for  a  yield  to  matu- 
rity of  11.52%.  They  are  currently 
callable  at  109.52.  Since  that  is 
higher  than  the  recent  market  price, 
you  can  reasonably  expect  the  issue 
to  remain  outstanding  for  a  while 
or,  if  called,  that  investors  will  get  a 
generous  premium. 

Indeed,  when  the  issuer  can't 
spring  one  of  these  special  redemp- 
tion traps  but  still  wants  to  get 
high-priced  debt  off  the  books,  it 
can  mean  a  nice  opportunity  for  the 
investor  through  a  voluntary  call. 
As  Reich  points  out,  when  the 
bondholder  has  a  choice,  the  issuer 
usually  has  to  come  up  with  an  at- 
tractive offer. 

An  example:  New  York  State 
Electric  &  Gas  Baa2/BBB-rated  debt 
with  16%  to  18%  coupons.  They 
were  not  refundable  until  at  least 
1987,  but  last  July  the  company  of- 
fered to  pay  from  123%  to  126-Vs 
(depending  on  the  issue),  or  about  2 
points  over  the  then-market  price. 
Interest  rates  have  fallen  substan- 
tially since,  so  Reich  wonders 
whether  the  utility  may  now  be 
thinking  about  getting  its  147/8S  of 
1994  off  the  books.  Those  bonds 
recently  traded  at  113  to  yield 
13.2%  on  a  current  basis,  12.35%  to 
maturity,  and  11.28%  to  first  re- 
funding date  on  July  1,  1989. 

Philadelphia  Electric,  whose  debt 
is  rated  Baa3/BBB  minus,  is  yet  an- 
other utility  paying  off  high-coupon 
bonds  with  a  voluntary  call.  PE  still 
has  plenty  of  high  coupons  left — for 
example,  its  153/ss  of  2010,  recently 
priced  at  119  to  yield  12.81%  to 
maturity,  and  not  refundable  before 
October  1987. 

To  separate  the  good  from  the 
bad,  however,  you  can't  merely  run 
down  a  list.  You  must  go  through 
actual  offering  statements,  reading 
the  fine  print,  or  else  get  your  hands 
on  studies  such  as  Reich's  and  To- 
masetti's.  Nothing  about  fixed-in- 
come investment  these  days  is  as 
simple  as  it  used  to  be — including 
early  redemption.  ■ 
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Stock  Trends 


MONEY  &  INVESTMENTS 

In  1985  everything  worked.  I  dorit  think 
we  are  going  to  be  as  lucky  this  year,  and 
readjusting  to  the  norm  could  be  painful 

HEAVY  DUTY 
HEADACHES 


By  Ann  C.  Brown 


From  the  first  sip  of  Thanksgiving 
cider  to  the  last  swallow  of  New 
Year's  eggnog,  investors  went  on  a 
buying  binge  the  likes  of  which 
probably  will  not  be  seen  again  this 
year — or  any  year  soon,  for  that 
matter.  Up,  up  and  away  soared  the 
stock  indexes. 

It  was  the  best  of  times  when 
everyone,  from  Paul  Volcker  to 
Sheikh  Yamani,  seemed  to  say  the 
right  thing.  A  time  when  every- 
body, from  the  "Group  of  Five"  na- 
tions to  the  "Gang  of  535"  in  Con- 
gress, did  (or  at  least  attempted  to 
do)  the  right  thing.  And  it  was  a 
time  when  everything  from  infla- 
tion to  unemployment  to  retail 
sales  to  fourth-quarter  GNP  growth 
came  in  with  the  right  numbers. 

Alas,  the  party's  over  and  the 
morning  after  is  upon  us — and  with 
it  comes  a  hangover  that  won't  quit 
quickly.  Once  the  sober  light  of  re- 
ality dawns  upon  last  year's  equity 
revelers,  look  for  them  to  rethink 
the  outlook  for  1986  corporate  prof- 
its. What  took  on  a  special  glow 
during  December's  red-hot  rally 
may  have  cooled  considerably.  For 
one  thing,  too  much  is  expected 
from  the  decline  in  the  dollar.  While 
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equity  adrisory  and  portfolio  numagement 
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some  prices  of  some  imported  goods 
will  rise,  they  will  probably  not  in- 
crease enough  to  make  domestic 
manufacturers  all  the  profits  they 
have  been  predicting.  Foreign  com- 
petitors have  big  margins  to  play 
with,  and  they  will  likely  elect  to 
absorb  much  of  the  change  in  cur- 
rency exchange  rates  rather  than 
lose  sales  and  their  hard-won  pres- 
ence in  the  American  market. 

Earnings  from  companies  in- 
volved in  last  year's  many  mergers 
and  acquisitions  could  be  disap- 
pointing for  this  year  and  possibly 
next  year  as  well.  Corporate  indi- 
gestion can  be  costly  when  two  sep- 
arate entities  strive  to  effectively 
and  efficiently  combine  forces.  The 
new  whole  is  all-too-often  less  than 
the  sum  of  the  parts.  At  least  in  the 
short  term. 

The  bottom  lines  of  most  compa- 
nies also  stand  a  good  chance  of 
being  reduced  sometime  soon  by 
the  pending  legislation  that  still 
aims  to  impose  a  minimum  tax  on 
corporations,  stretch  out  depreci- 
ation and  repeal  investment  tax 
credits.  And,  if  the  Reagan  Admin- 
istration is  successful  in  cutting 
government  expenditures,  it  could 
mean  less  revenues  for  everybody 
and  his  little  brother  doing  business 
with  Uncle  Sam. 

Earnings  per  share  for  many  com- 
panies could  suffer,  too,  because 
more  managements  may  opt  for 
raising  capital  in  1986  by  issuing 
new  equity  now  that  stock  prices 
are  high.  Last  year  many  corpora- 
tions chose  to  increase  their  debt 
both  as  a  source  of  funds  and  to 
prevent  leveraged  buyouts.  The  ex- 
tent and  timing  of  secondaries  is 
impossible  to  factor  into  earnings 
estimates,  but  investors  would  be 


wise  to  use  the  lower  end  of  the 
range  in  the  event  there  is  dilution. 

In  1985  many  firms  showed  earn- 
ings improvements  because  of  the 
repurchase  of  some  of  their  out- 
standing shares.  While  this  could 
favorably  affect  quarterly  compari- 
sons for  much  of  this  year,  the  phe- 
nomenon is,  nonetheless,  a  one- 
shot  pop.  Because  of  the  high  prices 
of  most  stocks,  there  should  be  few- 
er buyback  programs  this  year,  too. 

Assuming,  then,  that  1986  gross 
earnings  and  earnings  per  share  may 
not  be  as  good  as  some  people  are 
saying,  what  about  the  multiples?  I 
don't  see  them  going  higher  than 
they  are  now.  In  fact,  they  could 
drop  from  the  current  14-to-15  for 
the  30  DJI  stocks,  to  around  12,  if 
inflation  heats  up.  And  inflation 
should  start  to  climb  to  an  annual 
rate  of  6%  to  6Vi%,  for  several  rea- 
sons. First  of  all,  there's  the  matter 
of  the  $200  billion  fiscal  1986  defi- 
cit that  has  to  be  financed  largely  by 
the  Federal  Reserve.  We  have  been 
living  on  borrowed  time  as  well  as 
borrowed  money,  and  one  of  these 
days  the  acceleration  in  the  money 
supply  is  going  to  drive  up  prices. 

Another  reason  for  an  uptick  in 
inflation  is  that  it's  about  time  for 
wage  rates  to  take  off.  Many  union 
contracts  written  in  the  jobless  days 
of  the  early  1980s  are  up  for  renew- 
al, and  workers  feel  more  secure  and 
on  the  muscle.  The  unemployment 
rate  is  low  among  skilled  labor,  and 
that's  where  the  demands  for  higher 
pay  generally  originate.  Any  upward 
pressure  on  wages  is  likely  to  be 
translated  almost  directly  into  ris- 
ing inflation  because  productivity 
gains  in  the  large  and  growing  ser- 
vice sector  are  hard  to  come  by.  Too 
many  economists  are  worrying 
about  the  consumer  cutback  on 
spending  because  of  the  excessive 
amount  of  personal  debt.  They  for- 
get that  individuals  can  also  man- 
age their  credit  needs  by  increasing 
their  incomes. 

In  1985  everything  worked.  Inter- 
est rates  went  down  but  inflation 
didn't  go  up.  Corporate  profits  rose 
modestly,  if  at  all,  while  stocks 
skyrocketed.  It  was  a  case  of  aberra- 
tions canceling  out  anomalies,  and 
the  result  was  deceptively  smooth 
business  better  than  usual. 

I  don't  think  we  are  going  to  be 
that  lucky  this  year,  and  readjusting 
to  the  norm  could  be  temporarily 
painful  to  holders  of  some  currently 
overpriced  stocks.  So  enjoy,  but  be 
careful  ■ 
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Psychology  &  Investing 


MONEY  &  INVESTMENTS 


What  factors  make  the  difference  between 
success  and  failure  for  a  guest  on  a 
television  show?  Often,  it's  little  things. 

SO,  YOU'RE  GOING 
TO  BE  ON  TV? 


By  Srully  Blotnick 


During  the  1960s,  as  far  as  TV  was 
concerned,  business  was  boring. 
The  1970s  saw  major  changes — the 
M.B.A.  degree  became  fashionable 
and  the  entrepreneur  a  folk  hero. 
The  public  grew  curious:  What  are 
executives  really  like?  The  charac- 
ters on  Dallas?  Young  people  began 
to  find  role  models  among  business 
leaders.  Steve  Jobs,  Ted  Turner  and 
Lee  Iacocca  now  emerge  as  idols  in 
annual  surveys  my  staff  and  I  con- 
duct of  recent  college  graduates. 

As  a  result,  business  executives 
are  increasingly  in  demand  for  TV. 
Suppose  you  get  invited.  How  do 
you  avoid  making  a  fool  of  yourself? 
To  get  some  answers,  I  polled  230 
executives  who  have  been  inter- 
viewed on  camera  during  the  past 
six  years.  I  drew  upon  my  own  expe- 
rience as  well,  having  been  a  guest 
on  more  than  90  network  and  re- 
gional TV  shows  during  that  time. 

To  begin  with,  any  executive  who 
expects  to  be  treated  with  the  same 
courtesy  usually  shown  him  in  the 
executive  suite  is  in  for  a  big  sur- 
prise. The  Romans  may  have 
thrown  Christians  to  lions  for  en- 
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tertainment,  but  moderns  have  a 
version  all  their  own  of  this  prac- 
tice. It  calls  for  subjecting  an  unsus- 
pecting guest  on  a  television  pro- 
gram to  questions  that  range  from 
the  pertinent  to  the  impertinent. 

Will  you  be  insulted?  Probably 
not.  There  are  interviewers  who 
like  to  offend  and  even  intimidate  a 
guest,  if  they  can,  but  they  are  the 
minority.  What  we  have  seen  dur- 
ing the  last  ten  years  is  a  major  shift 
toward  an  equally  combative  situa- 
tion where  the  host  pits  two  guests 
against  each  other,  allowing  the 
host  to  come  off  as  the  good  guy. 

Controversy — not  illuminating 
an  issue — is  the  goal,  and  the  show's 
host  and  producer  are  quite  willing 
to  prod  guests  into  adopting  extrem- 
ist versions  of  a  position.  For  in- 
stance, on  five  occasions  in  the  past 
17  months  (in  Chicago,  New  York, 
Boston,  Washington  and  Los  Ange- 
les) I  have  had  producers  ask  me 
during  a  commercial  break  to  be 
more  argumentative  during  the 
next  segment.  I  wanted  to  hear  what 
the  other  person's  position  was;  the 
TV  folks  wanted  me  to  argue.  As 
one  host  remarked,  only  half  kid- 
ding, "What  do  you  think  we  have 
you  here  for?" 

After  the  show  the  host  told  me 
that,  until  recently,  he  had  been  try- 
ing to  mold  himself  into  an  on-air 
mixture  of  Mike  Wallace  (60  Min- 
nies) and  William  F.  Buckley  [Firing 
Line,  which  he  accidentally  referred 
to  as  "Firing  Squad").  In  the  past 
few  years  he  has  found  a  better  way. 
"Now,  I  let  guests  like  you  do  the 
dirty  work  for  me."  He's  the  reason- 
able Mr.  Nice  Guy;  his  panelists  are 
the  extremists. 

If  you  are  going  to  be  on  a  show, 
the  first  thing  to  ask,  therefore,  is, 


"Who  else  will  be  on  while  I'm  on?" 
Find  out  from  the  producer  what 
position  the  person  will  be  taking.  I 
have  yet  to  meet  any  (out  of  more 
than  125  producers  I  have  inter- 
viewed) who  would  be  offended  by 
the  question.  Anything  that  keeps 
the  show  lively  is  okay  with  them. 

The  corporate  executives  who 
embarrassed  themselves  and  their 
companies  during  the  appearances  I 
monitored  did  so  mainly  because 
they  didn't  anticipate  "the  rough 
and  tumble,"  as  one  called  it,  that 
ensued.  As  it  turns  out,  most  execu- 
tives and  business  owners  can  argue 
quite  well  and  know  how  to  state 
their  case  convincingly,  but  they 
hadn't  readied  themselves  intellec- 
tually and  emotionally  to  do  so. 

It  was  fascinating  to  discover  that 
business  people  who  arrived  un- 
guarded and  unprepared  were  usual- 
ly startled  by  criticism  and  stam- 
mered when  replying. 

Preparation  becomes  all  the  more 
necessary  if  a  studio  audience  is 
present.  The  host  or  producer  will 
usually  use  them  as  stooges.  The 
audience  will  be  "prepped,"  as  a 
Chicago  producer  described  what 
he  does  in  riling  up  its  members 
just  before  the  show,  and  they  may 
even  be  paid,  as  a  West  Coast  pro- 
ducer admitted.  Celebrity-oriented 
shows,  such  as  The  Tonight  Show. 
never  use  the  audience  in  this  man- 
ner. The  famous  people  they  are 
seeking  as  guests  expect  kid-glove 
treatment — and  get  it. 

If  you  are  at  all  typical,  you  will 
be  nervous  before  and  during  the 
show.  Eat  a  light  lunch  or  dinner — 
or  better  still,  nothing — beforehand. 
The  last  thing  you  want  is  to  be  at 
odds  with  your  own  plumbing 
while  the  cameras  are  rolling. 

Another  preshow  topic  that  de- 
serves attention  is  makeup.  Nearly 
one-third  of  the  male  executives  I 
surveyed  who  had  recently  been  on 
camera  refused  to  allow  any  to  be 
put  on  them.  That  is  a  mistake.  One 
chief  executive  who  refused  the 
touch-up  regretted  it.  He  looked,  as 
one  of  the  people  in  the  control 
booth  commented,  "like  the  second 
coming  of  Richard  Nixon."  Al- 
though he  had  shaved,  the  bright 
studio  lights  that  were  turned  on 
once  the  cameras  were  about  to  roll 
made  it  seem  as  though  he  hadn't. 

Finally,  what  separates  those  ex- 
ecutives who  have  done  well  on  TV 
from  the  many  who  haven't  is  this: 
The  business  person  who  is  about  to 
bomb  says,  on  average,  14  words  in 
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reply  to  the  opening  comment  or 
inquiry,  then  does  something  dead- 
I  ly — he  coughs. 

So,  drink  a  little  juice  or  water 
before  going  on  the  air.  Tension  and 
the  dry  mouth  it  causes  make  it  feel 
as  if  your  throat  is  closing.  The  seg- 
ment is  rarely  long  enough  to  recov- 
er from  this  stumble  out  of  the 
starting  gate.  Worse  still,  after  the 
cough  the  executive  almost  always 
says,  "Excuse  me."  Some  start:  two 
sentences  and  an  apology. 

Do  what  on-the-air  professionals 
in  both  radio  and  TV  broadcasting 
do:  Take  a  few  sips,  and  even  more 
essential,  clear  your  throat  just  be- 
fore the  segment  begins.  You  can 
always  tell  when  this  is  about  to 
occur,  since  someone  almost  invari- 
ably yells  "30  [or  10]  seconds."  That 
is  more  than  enough  time  to  cough 
quietly  once  or  twice  and  be  ready 
to  deliver  a  good,  uninterrupted  re- 
ply. Remember,  it  may  be  your  last 
on  that  show,  for  other  guests  and 
the  host  will  usually  feel  free  to 
tjump  in  after  that. 

Speaking  of  being  interrupted, 
i  what  cue  do  you  think  the  vast  ma- 
jority of  TV  interviewers  use  in  de- 
i  ciding  when  to  cut  you  off  in  mid- 
I sentence?  A  groping  for  words  or  a 
I  dropping  of  your  tone  of  voice.  In 
:  the  minds  of  most  hosts  and  produc- 
ers, the  only  thing  worse  than  a 
inoncontroversial  show  with  a  non- 
celebrity  guest  is  silence.  TV — and, 
leven  more,  radio — abhors  it.  Thus, 
i  if  you  drop  your  voice,  perhaps  try- 
ing to  think  of  the  right  word,  don't 
be  surprised  that  even  the  friend- 
liest of  interviewers  either  jumps  in 
and  finishes  your  sentence  for  you 
or  moves  on  to  another  topic. 

Other  tips:  Don't  look  at  the  cam- 
era. Forget  that  it  is  there.  And 
avoid  fidgeting,  since  bulky  studio 
i  cameras  have  trouble  following  jer- 
ky motions. 

Finally,  nothing  is  more  crucial 
than  remaining  calm  on  camera.  A 
tense  guest  looks  as  if  he  is  hiding 
something.  What  is  the  best  way  to 
counter  a  natural  anxiety  about  be- 
ing in  front  of  what  may  be  many 
imillions  of  viewers?  Make  use  of 
the  device  a  well-known  talk  show 
ihost,  and  dozens  of  others  around 
the  country  who  appear  on  camera, 
lutilize  from  time  to  time.  It  does 
indeed  work.  "When  I  get  a  case  of 
the  willies,"  he  said,  offhandedly,  "I 
ljust  tell  myself  that  no  one — no  one 
really  important,  anyway — watches 
jthis  show.  They're  too  busy  to  be 
sitting  in  front  of  a  TV."  ■ 
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VANGUARD 


GET  THE  HIGH  YIELDS 
AND  SECURITY  OF  GNMAs 
WITH  A  VANGUARD  IRA. 


If  you're  seeking  high  yields  and 
relative  safety  for  your  IRA,  consider 
Vanguard's  GNMA  Portfolio. 

The  Portfolio  invests  in  U.S. 
Treasury-backed  Ginnie  Mae  Certifi- 
cates. And  because  Ginnie  Maes  carry 
a  U.S.  Government  guarantee  of  timely 
payment  of  principal  and  interest,  these 
issues  are  rated  Aaa. 

Of  course,  the  Portfolios  share 
price  and  yield  move  up  and  down  as 
interest  rates  fluctuate.  But  the  Port- 
folio is  actively  managed  to  seek  the 
highest  yields.  Other  Vanguard  IRA 
benefits  include: 
•No sales  charges. 

•  Low  $500  initial  investment  for  IRAs 
and  other  retirement  plans. 

•  Simplified  recordkeeping. 

•  Toll-free  exchange  with  over 
20  Vanguard  Portfolios. 


Call  I  800-662  SHIf 

Ask  for  our  free  Vanguard  IRA 
Information  Kit.  Or  send  the  coupon. 

In  Philadelphia,  visit  our  Invest- 
ment Center  at  1528  Walnut  Street. 

("Vanguard  IRA 

Investor  Information  Dept.  71 
Valley  Forge,  Pennsylvania  19482 

Please  send  me  your  free  Vanguard  IRA  Information 
Kit.  including  a  GNMA  Port  folio  prospectus  which 
I  can  read  carefully  before  I  invest  or  send  money.  I 
understand  that  it  contains  complete  information  on 
advisory  fees,  distribution  charges  and  other  expenses. 
Also  send  information  on  □  Keogh/Pension  (70). 

Name  


City. 


State  - 


_Zip_ 

FB-R6-27 


Vrn-n.o-z/  i 
H^an^uardGROUP 

*«#OF  INVESTMENT  COMPANIES 


Z  91*  tax-free 

can  be  worth  15.8296  to  you 


The  T.  Rowe  Price  Tax-Free  Income  Fund 

This  Fund's  current  tax-free  yield  of  791%  is  equivalent  to  a  taxable  yield 
of  15.82%  for  investors  in  the  50%  bracket,  13.64%  in  the  42%  bracket  and 
11.81%  in  the  33%  bracket.  Quality  is  a  top  priority  of  this  Fund.  Our 
experts  conduct  stringent  credit  analyses,  and  actively  manage  holdings 
to  help  reduce  price  changes.  The  minimum  mvestrhent  is  $1,000. 
For  informatioh,  call  1-800-638-5660. 

T.RoweMcejH^ 

Invest  With  Confidence  wUmk 


[TAX-FREE  INCOME  FUND 


EQUIVALENT 
TAXABLE 


YIELD 


I 

I9IK2K3 

Mail  to:  T.  Rowe  Price 

100  E.  Pratt  Street,  Baltimore,  MD  21202 

Please  send  a  Fund  prospectus  with  more 
complete  information,  including  manage- 
ment fees  and  other  charges  and  expenses. 
1  will  read  it  carefully  before  I  invest  or  send 
money. 

Send  free  information  for:  □  IRA  □  Keogh 

Name 
Address 


City 
( 


State 


:461 


Phone 


Home    □  Business 


Tax-free  income:  call  1-800-638-5660 


"Average  annualized  yield  for  the  thirty  days  ending  12/11/85,  based  on  an  average  price  per  share  of  $8.84.  Average  maturity  during  this 
period  was  20.0  years.  Yield  should  be  considered  together  with  changes  in  share  price— both  will  fluctuate  as  market  conditions  change. 
Income  may  be  subiect  to  state  and  local  taxes.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  Member  SIPC. 
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Growth  Stocks 


An 

Advertising 
Service 
That's 
Special 


CORPORATE  REPORT 
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Special  because  publicly-held 
corporations  can  reach  Ameri- 
ca's most  important  investors 
by  using  Corporate  Report  Up- 
dates in  Forbes. 

Appearing  once  each  month, 
Corporate  Report  Updates  en- 
ables companies  to  announce 
important  developments  to  the 
astute  investors  who  read 
Forbes.  Moreover,  for  added  im- 
pact, this  Forbes  advertising 
service  is  positioned  in  the  popu- 
lar "Money  and  Investments" 
section  of  the  magazine. 

Forbes  has  720,000  subscrib- 
ers and  a  total  readership  of  over 
two  and  a  half  million.  88%  of 
Forbes'  subscribers  own  corpo- 
rate stock,  with  average  hold- 
ings exceeding  $551 ,000.  Over 
half  are  involved  with  help- 
ing others  make  investment 
decisions. 

Corporate  Report 
Updates  in  Forbes  is  an  adver- 
tising investment  your  company 
can  profit  from. 

Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York,  NY  10011 

Phone:  (212)  620-2371 
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Instead  of  bragging  about  my  succcess 
here,  III  confess  my  errors.  Sometimes 
mistakes  teach  more  than  good  picks. 

LEARNING 
FROM  MISTAKES 


By  Kenneth  L.  Fisher 


How  many  mistakes  do  you  need  to 
be  a  success?  Quite  a  few!  Even  the 
best  of  investors  can't  possibly  have 
all  the  facts.  It's  the  missing — or 
missed — facts  that  trip  you  up. 
When  that  happens,  you  try  to  learn 
and  march  on  to  the  next  decision. 
The  only  way  to  be  a  top-notch  in- 
vestor is  to  keep  learning  from  your 
own  mistakes. 

I  learned  that  as  a  kid  from  my 
father,  who  often  quoted  me  the 
wisdom  of  Herbert  H.  Dow,  the 
founder  of  Dow  Chemical.  Dow 
said,  "Don't  ever  promote  a  man 
who  hasn't  made  some  big  mis- 
takes— you'll  be  promoting  a  man 
who  hasn't  done  much."  Dow  be- 
lieved that  great  men  share  the  trait 
of  learning  from  their  mistakes. 

In  that  spirit,  I  look  forward  to 
reviewing  my  recent  mistakes  an- 
nually and  etching  a  new  lesson  or 
two  between  my  ears — and  maybe 
your  ears,  too. 

It  worries  me  somewhat  that  I 
can't  find  many  this  year.  This 
doesn't  mean  I  didn't  make  mis- 
takes. Sloppy  stock  picks  often  are 
hidden  by  powerful  bull  markets 
like  1985's,  when  everything  has  an 
upward  bias.  Mistakes  like  these  of- 


Kenneth  I  Fisher  is  a  money  manager  hosed 
in  Woodside.  Calif.  He  is  author  of  Super 
Stocks,  published  by  Dow  Jones-Irwin. 


ten  won't  become  visible  as  such 
until  whenever  the  next  bear  mar- 
ket emerges  from  hibernation.  By 
then  it's  usually  too  late. 

Much  of  what  I  have  recommend- 
ed has  gone  up — too  much.  I  have 
been  getting  treated  too  well  this 
year.  It  worries  me.  Out  of  73  rec- 
ommended purchases  since  last  De- 
cember, most  are  up  quite  a  lot  (at 
an  annual  rate),  and  only  three  (dis- 
cussed below)  are  down  quite  a  lot.  I 
know  I'm  making  more  mistakes 
than  that.  I  hope  I  am.  Otherwise, 
Herbert  Dow's  ghost  would  con- 
demn me  to  mediocrity. 

But  here,  for  the  lessons  that  can 
be  extracted  from  them,  are  my 
three  biggest  bloopers  of  1985: 

Two  of  my  1985  disasters  trudged 
through  similar  turf.  I  touted  NBl 
(13)  at  16,  and  it  fell  to  10. 1  recom- 
mended DeRose  Industries  at  8,  and  it 
went  to  3. 

While  in  different  fields  (NBI 
makes  office  automation  gear  and 
DeRose  makes  mobile  homes),  they 
shared  a  common  quirk  that  I  will 
react  to  differently  from  now  on. 
Both,  for  somewhat  nonrecurring 
reasons,  had  fared  much  better  than 
competitors  through  tough  times  in 
extremely  competitive  markets.  I 
allowed  their  relative  success  to 
make  me  too  easily  self-convinced 
about  their  management  capability. 

When  the  mobile  home  industry 
headed  south  this  time,  so  did  De- 
Rose.  And  while  NBI  did  well  far 
longer  than  competitors,  it  couldn't 
withstand  the  tough  times,  either. 
From  now  on  when  a  company  is 
doing  well  while  its  competitors 
stumble,  I  want  to  be  much  more 
skeptical  in  looking  for  signs  of 
whether  or  not  the  relatively  good  | 
showing  was  a  fluke.  General  rule: 
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an  outfit  has  outflanked  its  com- 
etition,  be  skeptical.  It  often  there- 
ter  outsmarts  itself  through  com- 
lacency,  and  stockholders  often 
outsmart  themselves  while  hoping 
to  walk  on  water. 

Another  1985  disaster  was  Charter 
I  Co.  (2).  Unfortunately,  Charter 
made  my  biggest  bloopers  list  two 
years  in  a  row  (see  my  Dec.  31,  1985 
column).  After  a  wrenching  nose- 
dive in  1984  and  a  nice  rebound  in 
early  1985,  a  client  asked  why  I 
didn't  bail  out.  I  responded,  "Light- 
ning doesn't  strike  twice  in  the 
same  place."  His  response  was, 
'The  hell  it  doesn't."  He  was  right. 

In  Charter,  I  got  bagged  by  the 
deteriorating  details  of  the  bank- 
ruptcy proceedings  that  had  en- 
meshed Charter  since  1984.  When 
you  already  have  proven  you  don't 
understand  a  situation  by  losing  big 
In  it,  you  are  apt  to  still  misunder- 
stand it  and  overlook  other  factors 
that  will  reclobber  you.  If  you  have 
liot  learned  a  lot  along  the  way,  take 
p  hike.  Lightning  does  strike  twice 
|.n  the  same  place.  General  rule:  If 
|/ou  have  lost  big  already,  ask  your- 
self, "Would  Herbert  Dow  be  proud 
pf  the  lessons  learned  from  the 
oss?"  If  not,  look  for  fresh  meat. 
|  Speaking  of  fresh  meat,  try  these: 
tNew  management  at  Harnischfeger 
1 13)  has  done  an  amazing  job  tuni- 
ng a  stodgy  old  crane  and  mining 
equipment  maker  into  a  well-fi- 
aanced,  self-funding  growth  com- 
pany by  looking  overseas.  It  li- 
censed Kobe  Steel  to  make  Har- 
lischfeger  products  while  keeping 
Exclusive  marketing  rights  to  key 
narkets.  Along  the  way,  it  dropped 
fj.ts  costs  and  its  capital  intensive- 
pess.  Most  of  the  ways  I  use  to  fig- 
ure value  say  that  Harnischfeger  is 
fit  a  steep  discount  to  the  market, 
j  Folks  think  that  AO.  Smith  (24)  has 
i'isen  too  much  tor  what  they  see  as 
fc  ho-hum  auto  industry  supplier, 
iut  its  high  market  share,  P/E  of  7, 
ideld  of  3%  and  market  value  of 
only  20%  of  sales,  says  it  isn't  apt  to 
nake  my  1986  biggest  bloopers  list. 
;  On  the  other  hand,  Gilbert  Asso- 
ciates (33)  hasn't  gone  anywhere  for 
i'ears.  Folks  don't  like  the  utilities 
or  which  it  consults.  But  at  65%  of 
i  very  strong  book  value  ,  you  might 
|;et  some  utility  from  its  5.7%  yield 
vhile  you  wait  for  investors  to  no- 
lice  that  it's  a  pretty  good  outfit. 
I  And  remember:  It's  in  good  times 
ike  these  that  the  mistakes  are 
'nade  that  cost  dearly  when  things 
urn  down.  ■ 
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The  most  exuberant  best-seller 
sweeping  across  America! 

"We  can't  remember  readers  or  reviewers  ever  having  a  better  time  with 
a  book.  Malcolm  Forbes  succeeds  in  doing  something  that  is  altogether 
rare  in  this  world.  He  has  fun — and  in  Around  the  World  on  Hot  Air  and 
Two  Wheels  we  share  it  to  the  hilt."    — Simon  and  Schuster 


"A  BOOK  OVERFLOWING  WITH  EXU- 
BERANCE AND  GREAT  GOOD  HUMOR. 

What  Malcolm  Forbes  does  with  his  money  is 
endlessly  fascinating  and,  in  a  way,  almost  en- 
dearing .  .  .  Now  he  has  put  together  a  hand- 
some book  celebrating  his  exploits.  Around  the 
World  on  Hot  Air  and  Two  Wheels  is  priced  at 
$24.95  and  it's  worth  every  penny." 
— Sports  Illustrated 

"SO  OVERWHELMINGLY  A  CELE- 
BRATION OF  THE  JOYS  OF 
ADVENTURE,  as  well  as  an  affirmation  of 
the  good  side  of  life,  that  the  reader  is  soon 
buoyed  by  its  exuberant  message:  Don't  stay 
put  when  you  can  put  foot  into  any  part  of  this  still 
whole,  wide  and  mostly  wonderful  world." 

— The  New  York  Times 


"A  DELIGHTFUL  CHRONICLE- 
LIGHT  AS  A  BALLOON  AND  REFRESH- 
INGLY FREE  OF  HOT  AIR— of  a  journey 
by  the  latter-day  Phileas  Fogg  who  happens  to 
publish  a  business  magazine  called  Forbes  in 
his  spare  time.  "    — Cosmopolitan 

"A  CROSS  BETWEEN  MARCO  POLO 
AND  JULES  VERNE.  Who  else  in  the 
second  half  of  the  20th  century  would  fly 
across  continents  and  oceans  in  a  brightly- 
colored  balloon  or  go  jolting  his  way  on  a 
motorcycle  through  countries  like  China, 
Pakistan,  and  across  North  Africa?  In 
the  gorgeously  illustrated  book  Forbes 
tells  why  and  how  he  did  it  and  why  he 
will  presumably  go  on  doing  it  as  long 
as  he  can  ...  A  book  for  the  eye  to 
admire  and  the  mind  to  marvel  over." 
— John  Barkham  Reviews 
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To  order  send  check  or  money  order  for  $24.95  to: 
Forbes  Book,  60  Fifth  Ave.,  New  York,  NY  10011 


Name 

Add  ress  ■  

City  _  State  ^Zip 

(Please  add  appropriate  sales  tax) 
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WHERE  DO  THE 
GREATEST  MINDS 
OF  THE  20TH  CENTURY 
COLLECT . . .  AND 
WHY? 

OMNI  Magazine  is  a  mecca  for  the  greatest  minds  of  this  century.  Every 
month,  OMNI  offers  a  compelling  look  at  the  works  and  dreams  of  the  most 
prodigious  thinkers  of  our  time.  That's  why  nearly  five  million  thinkers  leaders 
and  innovators  read  OMNI  to  gain  a  competitive  edge  on  the  future. 

For  reaching  the  business  leaders  of  today  and  tomorrow,  OMNI  is  more 
cost-efficient  than  many  of  the  business  magazines  including  Business  Week, 
Fortune,  Inc.,  Money  and  U.S.  News.  In  addition  to  its  competitive  edge  in 
the  business  category,  OMNI  reaches  an  unduplicated  audience  of 
extremely  well  educated  young  professionals  who  are  receptive  to 
corporate  and  recruitment  advertising  in  a  variety  of  high  technology  and 

business  careers. 

For  information  on  corporate  and  recruitment  advertising  in  OMNI,  contact 
Kathy  Keeton,  President  of  OMNI, at  (212)  496-6100. 
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THE  SHAPE  OF  THINGS  TO  COME 


Each  ol  the  nine  visionaries  pictured  has  presided  over  a  change  in  man's  very  destiny     and  has 
revealed  the  process  and  the  rewards  of  a  "big  idea"  in  the  pages  of  OMNI  Magazine 
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The  red  metal  is  selling  below  its  cost  of 
production.  So  whafs  new?  But  there  are 
interesting  reasons  now  for  a  rally. 

COPPER-PLATED 
BULL 


By  Stanley  W.  Angrist 


Every  year  about  this  time  I  take  a 
look  at  the  copper  market,  and  after 
analyzing  the  available  data,  I  gen- 
erally come  out  with  a  bullish  rec- 
ommendation for  the  red  metal.  It's 
no  different  this  year.  (Be  fore- 
warned. In  the  past,  most  of  my 
bullish  suggestions  in  copper  have 
been  losers.  But,  sooner  or  later,  I 
have  to  be  right.) 

The  first  bits  of  data  that  caught 
my  eye  are  the  declines  in  copper 
stocks  over  the  past  two  years  (see 
table).  Since  January  1984  copper 
stocks  at  the  warehouses  of  the 
Commodity  Exchange  of  New  York 
are  down  70%,  and  they  have 
dropped  56%  at  the  London  Metal 
Exchange's  warehouses;  total 
stocks  are  down  about  56%.  Primar- 
ily because  of  the  high  value  of  our 
currency,  copper  prices  are  as  low 
today  as  they  were  two  years  ago, 
despite  the  reduced  stocks. 

Just  because  the  current  price  is 
around  64  cents  per  pound,  which  is 
below  the  cost  of  production  every- 
where in  the  world  except  Chile,  do 
not  think  that  the  price  must  rise. 
Copper  prices  have  been  below  that 
cost,  on  and  off,  for  years.  Countries 
like  Chile,  Zambia  and  Zaire  will 

Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


produce  and  sell  copper — no  matter 
what  its  price — as  a  means  of  raising 
hard  currency.  There  is  no  such 
thing  as  a  bankruptcy  price  that  will 
drive  them  out  of  business.  Howev- 
er, such  prices  do  influence  U.S.  and 
Canadian  producers. 

Worldwide,  production  in 
1985  was  expected  to  in- 
crease by  1%,  while  U.S. 
production  is  expected  to 
reach  an  18-year  low.  Cur- 
rent domestic  production  ca- 
pacity utilization  is  at  about 
59%.  It  is  believed  produc- 
tion will  not  increase  sub- 
stantially until  prices  reach 
about  80  cents. 

The  other  factor  that 
pushes  me  toward  a  bullish 
position  in  copper  is  its  sea- 
sonal tendency.  As  the  chart 
shows,  the  price  of  copper 
usually  reaches  its  low  in 
the  fall  and  rises  steadily  as 
spring  approaches.  I  would 
not  base  a  trade  solely  on 
seasonal  tendencies  but  it 


certainly  should  be  factored  into  the 
decision-making  process. 

Given  the  stocks  situation,  the 
cutback  in  U.S.  production  and  the 
seasonal  propensity  of  copper,  I  feel 
fairly  comfortable  recommending  a 
long  position.  I  would  try  to  buy  the 
May  contract  under  65  cents  per 
pound,  risking  no  more  than  3  cents 
($750)  on  the  trade.  Look  for  an  8- 
cent  profit  ($2,000).  The  margin  on  a 
single  contract  is  $1,000,  while  the 
commission  would  be  about  $25  at 
a  discount  broker.  Less  risk-orient- 
ed investors  might  try  a  bull  spread 
of  long  May/short  December,  with 
the  December  carrying  at  least  an 
60-point  premium  to  the  May.  I 
would  risk  only  100  points  on  this 
trade  ($250  per  spread).  I  would  look 
for  May  to  move  to  an  80-point  pre- 
mium to  the  December,  for  a  140- 
point  gain,  or  a  profit  of  $350  per 
spread.  The  margin  on  a  spread 
trade  is  $200,  while  commissions 
would  be  about  $40.  ■ 


Vanishing  act 


It  is  fairly  easy  to  keep  track  of  a  substantial 
portion  of  the  world's  copper  stocks  by  look- 
ing at  what  is  stored  at  the  Comex  and  LME 
warehouses;  together  they  make  up  about 
50%  of  the  Free  World's  inventories.  The 
"other"  category  includes  stocks  stored  at 
producers  and  consumers,  as  well  as  govern- 
ment supplies.  All  data  are  in  thousands  of 
short  tons.  The  sharp  drop  in  worldwide  ware- 
house stocks  could  have  bullish  implications. 


Date 


Comex    LME      Other"  Total 


January  1984       417.7      468.9       358.5  1,245.1 


July  1984 


335.6  211.7 


377.7  925.0 


January  1985       258.2      128.3       319.5  706.0 


June  1985 


186.4  126.0 


208.3  520.7 


December  1985    121.6      202.5       220.2t  544.3 


"U.S.  Bureau  of  Mines  +Ettimaied 


If  winter  come. 


Over  the  past  ten  years  copper  prices  have  tended  to  rise  from  fall  into  spring. 
The  vertical  scale  represents  the  ten-year  average  of  where  the  price  of  copper 
was  for  each  week  relative  to  its  decade-long  low  (0%)  and  its  high  (100%). 
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Forbes  Market/ 


YACHTS 


DISTRIBUTORS  WANTED 


INVESTMENTS 


EXECUTIVE  GIFTS 


An  intelligent  alternative 


Custom-built  motoryachts  featuring 
designs  and  workmanship  proven  in 
275  workboats.  Strong,  fuel-efficient 

aluminum  construction.  Solid 
comfort  interiors.  Gladding-Hearn 
Shipbuilding,  1  Riverside  Avenue. 
P.O.  Box  300-F,  Somerset.  MA 
02726.  (617)  676-8596. 

GLADDING-HEARN 

SHIPBUILDING 

The  ouelos  Corporation 


IISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
UARANTEED  LIQUIDITY!!! 

ee  wholesale  catalog   Satisfaction  Gtd 
18  yrs!  Member:  Jewelers  Board  of 
ade.  Chamber  Commerce.  American 
m  Trade  Assn. 

HOUSE  OF  ONYX 

No  One  Main  Street 
Greenville.  Kentucky  42345 
TOLL  FREE  1-800-626-8352 

FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcase:  $5.95; 
three  for  $17 

Binders:  $7.50; 
three  for  $21.75 

end  check  with  your  name  and 
address  to: 
JESSE  JONES  BOX  CORP. 
Dept.  FB,  P  O  Box  5120 
Philadelphia,  PA  19141 


FORBES 
MARKET/CLASSIFIED 

>  published  in  the  first  issue  of 
ach  month.  Advertising  clos- 
lg  date  is  one  month  preced- 
lg  date  of  issue. 
Frequency  discounts  avail- 
ble.  Payment  must  accom- 
any  order  unless  from  ac- 
redited  agency. 

FOR  ADDITIONAL  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 
ORBES  MARKET/CLASSIFIED 

50  Fifth  Avenue/New  York,  NY  10011 
(212)  620-2440 


NEW  PRODUCTS 
AVAILABLE 

We  are  an  established,  publicly- 
owned  R&D  company  with  40 
years  experience  in  that  field 
We  have  developed  more  new 
products  than  we  can  market, 
and  are  seeking  reliable  firms 
capable  of  marketing  products 
in  the  pharmaceutical,  health- 
care, medical  devices,  spe- 
cialty-chemical and  cosmetic 
fields  Principals  only. 

United-Guardian,  Inc. 

P.O.  Box  2500 
Smithtown,  New  York  11787 

(516)  273-0900 
TWX:  510-227-6230 


BUSINESS  OPPORTUNITIES 


MZZf^    13,000  BUSINESSES 

EB»  FROM  COAST 

^P0|  TO  COAST 

No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
>\    Toll  Free  800-327-9630 
V  in  Fla  call  800-533-4663 


BUSINESSES  FOR  SALE 

Last  month  we  had  a  71%  success  in 
matching  personally  inspected  sellers  with 
buyers  "AO  OBI  IGA  TIOM 

CALL  TOLL  FREE  I  800  233  21 15 
,.IWIN  TEXAS  CALL  1  214  980-4865 

r"v>     GREAT  WESTERN 

v-vW       BUSINESS  EXCHANGE.  INC. 

"  14114  Dallas  Parkway,  Suite  220 
Dallas,  TX  75240 


BUSINESS  OPPORTUNITIES 

Profitable,  established  businesses  located 
west  i>l  the  Mississippi  tor  sale  h\  owners 
Manv  owner  financed.  All  price  ranges  avail- 
able.' Over  500  to  choose  from  Call  Collect 
Mr  Paul  Grillos 
AFFILIATED 
l!l  SI  NESS  CONSULTANTS 
Box  6.139.  Co.  Spgs.  CO  80934 

w  (303)630-8188 

No  lee  to  buyer  involved 


REAL  ESTATE 


Own  part  of  17,000  Colorado 

acres  in  the  Rockies,  gor- 
geous mountain  land.  Come 
visit!  Call  for  color  brochure, 
303-379-3263,  or  write  Forbes 
Wagon  Creek  Ranch,  Box  303, 
Ft.  Garland,  CO  81133. 


INTERESTED  IN 
RARE  COIN  o 
INVESTMENTS. 

The  Investment  Division  of  The  Numis- 
matic Guild  offers  a  free  advisory  service 
to  our  members  and  a  very  select  clien- 
tele of  outside  individual  investors  and 
groups.  For  two  generations  we  have 
served  as  portfolio  consultants,  ap- 
praisers, and  brokers  for  collectors  and 
investors  worldwide. 

Over  the  years,  clients  have  valued  our 
highly  personalized  service  and  our  re- 
spect for  complete  confidentiality.  Share 
our  indepth  knowledge  and  experience. 

For  FREE  information  at  no  obligation: 
CALL  TOLL  FREE  TODAY 
MR.  WILLIAM  J.  LEWIS,  Managing  Director 

1-800-221  -2828 

(New  York  State  Residents  call  (212)  947-7022) 
^  DEPT.  70  / 


COMPUTERS 


TANDY-EPSON 


Our  10th  year  of  DISCOUNTS 
Ed  or  Joe  McManus 
Fgt.  Prepaid.  Save  Tax 
(j,      Toll  Free  800-231-3680 

Ml  mflRYfTlflC  INDUSTRIESINC 

22511  Katy  Fwy. 
Kaly  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


PC  CLEANER 

Proven  non  sialic  formula  removes 
dirt,  grime  &  static  from  electronic  of- 
fice equipment.  Established  sales  to 
government  &  private  industry.  $9.95 
per  bottle  or  $50.00  for  Ihe  PC  6-Pack. 
Dealer  inquiries  also  welcome. 
PIMIDON  CORPORATION 
Suite  444,47  Clarence  Street. 
Ottawa,  Canada.  KIN  9T1 


EXECUTIVE  EDUCATION 


CREDIT  FILES  ON  YOU  .  .  . 


Are  detailed,  and  interesting,  and  may 
include  mistakes'.  Ordering  copies  of 
your  credit  history  is  easy  &  inexpen- 
sive— learn  how — send  $3  95  &  ad- 
dress  to:  CREDIT  SEARCH.  P.O.  Box 
1957,  Delray  Beach.  FLA,  33447. 
305  272-6299 


PUBLISHING 


AUTHORS  WANTED  BY 
NEW  YORK  PUBLISHER 

Leading  subsidy  book  publisher  seeks 
manuscripts  of  all  types:  fiction,  non- 
action, poetry,  scholarly  and  juvenile 
works,  etc.  New  authors  welcomed 
Send  for  free,  illustrated  40-page  bro- 
chure W-61  Vantage  Press,  516  W.  34 
St  .  New  York,  N  Y.  10001 


MACANUDQ  ROTHSCHILD 
CIGARS  35%  OFF! 


(6W  RG42,  Box  of  25) 


833*/B0X! 


e 
i 
i 
i 
i 
i 

FAMOUS  SMOKE  SHOP| 

Oept  57,  55  W.  39th  St.  New  York  NY  10018  ■ 


(SAVE  $16.75) 

Wrapper  choice:  Natural.  Claro  or  Maduro 
Also  rock  bottom  prices  on  fresh,  perfect 
Partagas,  Don  Dlegos,  H  Upmanns, 
Ramon  Allones,  Royal  Jamalcas, 
Montecruz.  FREE  catalog  800-  672-5544 
(NY  State:  212-221-1408)  Send  check  or 
M  0  —add  shipping  $1  00  tor  first  box. 
50c  ea  add' I  box  NY  res  add  sales  tax 
Otter  expires  Feb  28,  1986 


Remington  Bronzes 

The  Outlaw 

Full  size  _  _ 
cast  Irom  $699 
original 

with  purchase  of 
Remington  pure  bronze 
full  size  Mountain  Man 
or  Bronco  or  Rattlesnake 
7  day  approval  U.7F 
Reg  $2175  Sale  *1475 
800-435-3545 
714-854-2999 

Wh maker  Western  Bronzes 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
we  II  narrow  your  closet 
classics  to  a  stylish  3  W  |or 
state  widtlil  Great  Birth- 
day or  Christmas  gift 
Send  SI 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco.  CA  94131         (41  S|  585-6100 


BOOKS 


BEAT  THE  FORBES  400 

to  a  Leaner,  Livelier  Life! 
Start  1986  with  PRIT1K1N  S  PROGRAM 
FOR  DIET  &  EXERCISE  (Hardbound  Clas- 
sic, reduced  to  $!1  plus  $2  shipping  I  For  the 
price  of  a  dinner,  team  to  eat  right  for  the  rest 
of  your  life!  Delicious  recipes  included. 
PRITIKIN  BOOKS 
Three  Grove  Isle 
#508.  Miami  33133 
Tel.  (305)  858-6500 


TRAVEL 


NORTH  POLE 

Canadian  Arctic.  Greenland,  New- 
foundland; unique  wildlife,  glaciers, 
icebergs,  Eskimo  culture.  Experienced 
guides. 

SPECIAL  ODYSSEYS, 

Box  37F,  Medina,  WA  98039 
206-455-1960 


Forbes:  Capitalist  Tool 


Streetwalker 


;  '^'■■''J'J.'K 


Down  to  the  sea 
in  debentures 

Tlhere  is  so  much  bad  news  about 
shipping  that  someone  must  have 
an  interesting  way  to  play  it.  Sure 
enough,  First  Boston  Corp.'s  analyst 
Robert  Long  has  an  idea:  McLean  In- 
dustries' 12%  subordinated  deben- 
tures, due  2003.  Recently  selling  at 
around  80,  the  bonds  yield  15%.  Mal- 
com  McLean,  who  long  ago  built  Sea- 
Land  and  then  sold  it  to  RJ.  Reynolds, 
formed  McLean  Industries  (1985  rev- 
enues, $1.2  billion)  in  1976.  In  1978 
he  bought  U.S.  Lines.  McLean  lost 
around  $50  million  last  year,  will 
probably  lose  another  $89  million  or 
so  this  year,  but  will  still  be  sitting  on 
some  $232  million  in  its  cash  ac- 
count— enough,  Long  feels,  to  weath- 
er the  current  cargo  rate  storm. 

Long  does  not  believe  McLean's  im- 
mediate prospects  are  bright  enough 
to  recommend  McLean  common. 
Still,  if  the  common  does  move  up, 
bondholders  will  benefit.  Reason: 
There  are  9.5  million  McLean  com- 
mon warrants  outstanding,  expiring 
in  1990  and  exercisable  at  $1 1.20  (the 
stock  was  recently  at  93/4,  the  war- 
rants 2'/8).  The  bondholders  can  re- 
deem each  bond  at  par  when  they 
exercise  80  warrants.  If  shipping  rates 
turn  up  in  the  third  quarter,  as  Long 
thinks  they  might,  the  common 
should  rise,  and  the  warrants  will  be 
exercised.  That,  in  turn,  should  drive 
the  bonds  closer  to  par.  Meanwhile, 
the  bondholders  are  being  paid  15% 
for  waiting.  Interesting  idea.  Thanks, 
Rob. — Lisa  Gubernick 


Take  care,  Kinder-Care 

How  could  anyone  be  against  $192 
million  (fiscal  1985  revenues) 
Kinder-Care  Learning  Centers,  Inc., 
the  nation's  largest  chain  of  children's 
day-care  centers?  Not  only  does 
Kinder-Care  mind  working  moms' 
kids  at  its  1,025  centers,  but  its  earn- 
ings have  nearly  quadrupled  since 
1979.  The  company's  reputation  and 
demographics  are  terrific.  Recently 
1 73/e,  the  company's  33  million  b-t-c 
shares  sold  at  21  times  fiscal  1985 
earnings  from  continuing  operations. 

So  why  are  shorts  sniping  at  the 
stock?  The  shorts  tell  us  that  much  of 
Kinder-Care's  earnings  can  be  attrib- 
uted to  a  mushrooming  investment 
portfolio,  not  the  chain's  day-care 
business.  Kinder-Care's  investment 


portfolio  has  quintupled,  to  more 
than  $200  million  over  the  last  three 
years,  through  a  series  of  debenture 
offerings  earmarked  for  eventual  day- 
care center  purchases.  Some  $50  mil- 
lion of  those  funds  were  raised  over- 
seas, and  Kinder-Care  has  kept  the 
money  in  offshore  certificates  of  de- 
posit— no  need  to  pay  taxes  until  the 
money  comes  back  into  this  country. 
Another  $147  million  has  been  in- 


A  Kinder-Care  day-care  center 
Minding  the  investment  portfolio. 


vested  in  tax-sheltered,  preferred 
stocks.  All  told,  investments  bring  in 
$18  million  annually.  Kinder-Care 
paid  no  taxes  last  year. 

If  Kinder-Care  used  its  investments 
to  reduce  debt  ($300  million),  and  if 
earnings  were  taxed  at  the  rate  they 
were  before  the  debenture  offerings, 
says  one  short,  then  earnings  would 
be  cut  by  over  a  third.  Kinder-Care's 
new  centers  cost  some  $500,000  to 
$600,000  to  build.  But  all  centers 
earned  an  average  of  just  $26,000  or  so 
last  year — another  short  figures  re- 
turns average  about  7%  or  8%. 

"We're  not  saying  return  is  negligi- 
ble," says  one  short.  "We  just  don't 
think  the  business  is  worth  a  21  mul- 
tiple." Streetwalker  would  add  that 
few  businesses  are. — L.G. 


Tou  gotta  believe 

If  you  don't  find  21  times  earnings 
too  rich,  what  about  200  times  rev- 
enues? That's  the  valuation  accorded 
Towaco,  N.J. -based  Haber,  Inc.'s  5.5 
million  o-t-c  shares  (38%  owned  by 
insiders),  recently  trading  at  163/». 

What's  a  Haber,  Inc.?  The  com- 
pany's vice  president  of  corporate  de- 
velopment, Allan  Isen,  tells  Street- 
walker the  company  has  invented  a 
new  means  of  extracting  gold  from 
low-quality  ores  that  is  faster  and 
more  efficient  than  the  cyanide-based 
technique  currently  used.  Haber  also 
has  a  patented  process  called  electro- 
molecular  propulsion  (EMP),  which 


Isen  claims  will,  among  other  things, 
improve  blood  testing  for  heart  dis- 
ease. He  also  boasts  of  the  Alpha  Pro- 
cess, which  extracts  silver  from  man- 
ganese ore.  None  of  these  processes, 
however,  has  produced  any  revenues. 

Scowls  Neil  Dolinsky,  an  assistant 
vice  president  with  C.C.  Dunnavan  & 
Co.,  a  Minneapolis-based  money 
management  firm  that  is  shorting  the 
stock:  "Even  if  the  company  earned 
$1  million  in  five  years  and  the  stock 
was  valued  at  20  times  earnings,  it 
would  only  be  going  for  $4  per  share." 

"It's  sort  of  like  a  cult,"  says  a 
Haber  supporter,  E.F.  Hutton  analyst 
Garo  Armen.  "If  you  believe  in  the 
company,  you  stick  with  it." — L.G. 


Tale  of  two  retailers 

Earnings  at  Toys  "R"  Us,  the  toy 
retailer,  have  disappointed  expec- 
tations in  recent  quarters.  Competi- 
tion is  intense  and  sales  growth  ist 
soft.  Yet  the  81.9  million  NYSE-trad- 
ed  shares  still  sell  for  close  to  19  times 
next  year's  consensus  earnings  esti- 
mate of  $1.85.  Meanwhile,  F.W, 
Woolworth  is  repositioning  itself  as  a 
specialty  retailer.  Its  earnings  esti-l 
mates  were  recently  revised  upward. 
Woolworth's  31.5  million  NYSE-trad- 
ed  shares  sell  at  about  9  times  next 
year's  estimated  earnings  of  $6.25.  We 
bring  this  apparent  market  inefficien- 
cy to  your  attention  without  furthei 
comment. — Howard  Rudnitsky 


Follow  the  tax  losses 

If  you  are  looking  for  a  small  reorga 
nization  with  big  potential,  Leste: 
Rosenkrantz  of  New  York  City's  Ro 
senkrantz  Lyon  &.  Ross,  Inc.  is  push 
ing  The  Equion  Corp.  Equion  wa: 
known  as  The  Garcia  Corp.  when  1 
went  bankrupt  in  1978.  It  came  out  o 
Chapter  11  in  1982  and  is  now  coru 
trolled  by  Sam  Reisman,  33,  scion  of ; 
successful  Montreal  real  estate  devel 
opment  clan.  The  Harrodsburg,  Ky. 
based  Equion  has  5.4  million  o-t-c 
traded  shares  outstanding. 

To  use  up  Equion's  $13  million 
plus  in  tax-loss  carryforwards,  Reis 
man  first  bought  Eaton  Corp.'s  Signe 
Systems  division,  which  makes  heat 
ing,  ventilating  and  air-conditionin 
systems  and  components  for  cars  an 
trucks.  (The  Eaton  Charitable  Fun< 
now  owns  some  400,000  Equioi 
shares.)  Last  October  Reisman  bough 
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The  disaster  isn't  over  when  the  emergency  teams  leave. 
For  tonight  these  families  need  food,  clothing,  shelter. 
Tomorrow  they'll  start  rebuilding  their  lives.  And  that 
takes  months. 

The  good  news  is  that  the  Red  Cross  will  help  these  families 
every  step  of  the  way.  No  matter  how  long  it  takes.  If 
you  ever  need  the  Red  Cross,  you  can  bet  we'll  be  there. 

We'll  help.  Will  you? 


+ 


American 
Red  Cross 


A  Public  Service  of  This  Publication 


Is 
IF 

a  good 
investment? 


^      _  _  Nearly  everyone  knows  that  an  IRA  is  a 
^KTjjVI  1        good  tax  deduction.  But  an  effective  IRA 
V  V/WX   should  also  be  a  good  investment.  That's 
*^  why  you  should  know  about  Twentieth  Century 

W  ■  ^  Investors,  the  no-load  mutual  fund  company  with  an 

w^T  impressive  track  record.  We  invite  you  to  check  our 

.M.  Am.  X  JL  performance.  And  when  you're  ready  for  an  IRA  that's 
^  also  a  good  investment,  we'd  like  to  hear 
from  you.  Want  to  know  more?  For  complete 
information,  write  or  call  for  our  free  IRA  In- 
formation Kit.  In  it 
you'll  find  a  prospectus 
on  the  six  funds  in 
Twentieth  Century's 
IRA  program:  Growth  Investors,  Select  Investors,  Ultra  Investors,  Vista  Investors, 
U.S.  Governments,  and  Cash  Reserve.  Please  read  the  prospectus  carefully 
before  investing. 


No-Load,  No-Minimum  Mutual  Funds 

Please  send  a  free  prospectus  to: 

Name  


Address . 
City  


State  ZIP. 


INVE  STORS 


FBS860127  P.O.  Box  200,  Kansas  City,  Missouri  64141  •  (816)  531-5575 
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Hyundai    73 
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Imperial  Group   12 

intel  88 

International  Harvester   36 
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Itel  80 
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Helping  the  Information  Industry 
Reshape  American  Business 

FORBES'  Series  of  Special  Advertising  Supplements  Written  by  the  Yankee  Group 
"Case  Studies:  Linking  New  Information  Technology  to  Business  Strategy" 


The  information  revolution  is 
changing  the  ground  rules  for  the 
way  businesses  operate  and 
compete.  The  effective  marriage  of 
computer-related  technology  to 
management  practice  is  now  the  key 
factor  determining  corporate 
success  in  today's  business 
environment. 


Senior  executives  at  companies  of  all 
sizes  recognize  this  trend  and  are 
actively  updating  plans  to  cost -justify 
and  implement  this  new  technology. 

FORBES,  through  its  series  of 
special  advertising  supplements 


written  by  the  Yankee  Group,  will 
present  its  management  audience 
with  the  information  needed  to 
formulate  technology  acquisition 
plans  that  will  enhance  business 
strategy  and  create  competitive 
advantages. 

Information  industry  marketers  can 
also  gain  a  competitive  edge  by 
participating  in  the  FORBES/Yankee 
Group  supplement  series.  Advertisers 
benefit  by: 


Reaching  decision  makers  in  bot 
big  business  and  small  companie 
in  an  environment  that  adds  imp 
to  your  message. 
Surrounding  your  message  with 
useful,  authoritative  text  relevan 
your  products  or  services. 
Case  study  write-up  for  all  full  p; 
or  larger  advertisers. 
Extensive  trade  show  reprint 
distribution. 
Generating  quality  sales  inquirie 
Reprint  mailings  to  the  top  2.000 
user  companies. 
Receiving  free  reprints. 
Supplement  text  reprinting  in 
NOMDA  Spokesman  Magazine. 


Schedule  your  campaign  in  FORBES'  1986  Information  Industry 
Supplements,  "Case  Studies:  Linking  New  Information  Technology 
to  Business  Strategy" 


Supplement 

Issue  Date 

Ad  Closing 

Information  Technology 

March  10 

January  13 

Telemarketing  Technology 

May  5 

March  10 

Manufacturing  Technology 

June  2 

April  7 

Business  Communications 

September  22 

July  28 

Office  Equipment 

November  3 

September  8 

To  learn  more  about  the  FORBES  j 
Yankee  Group  supplement  series, 
send  for  your  free  information  kit. 

Contact  Arnold  J.  Prices,  Direct 
of  Special  Projects,  Forbes  Mage 
60  Fifth  Avenue,  New  York, 
N.Y.  100U.  Tel:  (212)  620-2224. 

Forbes 

Capitalist  Tool 

*  Fortes  Magazine-60  Ftttti  Ave  NY,  NY  10011 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change.  . . ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

From  the  issue  of  February  1,  1926) 


iarly  Detroit  model  of  a  superhighway 

'Whatever  may  happen  in  the  future, 
ihere  can  be  little  doubt  that  pros- 
perity is  spreading  its  rays  across  the 
lation  at  the  present  time,  for  reports 
rom  practically  all  centers  continue 
jnost  optimistic.  Independent  steel 
nills  are  again  operating  at  around 
[5%  to  88%,  U.S.  Steel  Corp.  unfilled 
jrders  are,  with  one  exception,  the 
\ighest  since  the  fall  of  1923,  business 
ailures  reported  are  the  smallest  in 
live  years  [and)  total  dividend  pay- 
nents  by  corporations  over  the  year- 
:nd  are  likewise  the  largest  in  the 
listory  of  American  industry." 

rifty  years  ago 

From  the  issue  of  February  1,  1936) 

•  Some  automobile  companies,  includ- 
ng  Chevrolet  and  Pontiac,  are  at  pres- 
nt  paying  $20  to  their  dealers  for  every 
ar  they  scrap.  More  motormakers 


should  do  this.  Admittedly,  accidents 
have  many  causes.  But  unquestionably 
decrepit,  inefficient,  faulty,  disinte- 
grating cars  contribute." 

"To  help  cash  in  on  the  current  sky- 
reaching  boom  in  winter  sports,  sever- 
al railroads  are  running  special  'snow 
trains'  from  eastern  cities  to  winter 
sports  centers,  and  the  New  York  Cen- 
tral keeps  skiing  devotees  posted  with 
a  new  kind  of  thermometer  above  the 
ticket  windows  in  New  York  City's 
Grand  Central  Terminal." 

Twenty-five  years  ago 

(From  the  issue  of  February  1,  1961) 

"There  should  be  a  significant  moral 
for  many  U.S.  businessmen  in  the 
recent  Endicott  Johnson  situation. 
Had  this  company,  in  so  many  ways 
solicitous  of  the  welfare  of  its  employ- 
ees, taken  steps  many  years  ago  to 
enable  its  workers  to  become  share- 
holders— either  directly  or  through 
the  company's  big  pension  fund — the 
company  might  never  have  been 
threatened  with  a  raid.  In  that  case, 
management  probably  could  have 
counted  on  proxy  backing  from  loyal 
stockholder-employees.  But  Endicott 
Johnson  did  not  encourage  stock  own- 
ership by  its  employees." 

"As  the  [meatpacking]  industry  report- 
ed results  for  its  1 960  fiscal  year  (ended 
Oct.  29),  it  was  clear  that  the  more 
things  change  in  meatpacking  the 
more  they  remain  the  same.  At  bottom 
the  packers'  highly  leveraged  earnings 
are  still  decided  by  the  same  old  basic 
factor:  the  supply  and  price  of  live- 
stock. All  five  major  meatpackers  re- 
ported sharply  reduced  earnings  on 
their  meatpacking  operations." 


Ten  years  ago 

(From  the  issue  of  February  1,  1976) 

"Between  50%  and  60%  of  all  con- 
struction in  the  U.S.  is  now  done  by 
nonunion  workers — and  the  percent- 
age is  still  growing.  The  reasons  are 
plain  enough.  In  few  industries  has 
inflation  left  a  deeper  mark  than  con- 
struction, with  costs  up  66%  in  five 
years.  So  it  is  no  wonder  that  open- 
shop  builders,  with  wages  one-third 
or  more  below  union-shop  levels  and 
no  restrictive  work  rules  to  hamper 
on-time  job  completions,  have  been 
winning  an  increasing  share  of  con- 
tract bids." 


1  help  sell  its  1936  cars,  Dodge  got  Shirley  Temple  into  the 


act 


"What!"  read  this  1976  caption,  "Me 
make  an  unfriendly  tender!" 

"Pulsing  laser  beams  may  soon  be 
used  to  transmit  telephone  calls  over 
hairlike  glass  fibers  bundled  in  cable 
form.  Early  this  year  Bell  Labs  will 
begin  active  testing  of  an  experimen- 
tal light  wave  communications  sys- 
tem at  its  Atlanta  facility.  It  seems 
that  voice  sound  waves  can  easily  be 
converted  into  electrical  impulses, 
then  into  light  waves  and  back  again. 
The  new  system  has  several  advan- 
tages over  the  old:  The  100-plus  fiber 
cable  has  greater  message-carrying  ca- 
pacity, uses  less  electrical  power  and 
may  be  cheaper  on  a  mass-produced 
basis  than  traditional  copper  cable." 

"A  new  kind  of  plastic  card  is  bidding 
to  replace  the  hotel  room  key.  A  guest 
inserts  the  card  into  a  slot  next  to  his 
door,  which  opens  only  if  a  matching 
card  is  in  an  electronic  console  behind 
the  hotel  desk.  A  lost  card  can  be 
replaced,  or  a  new  card  issued  with  a 
new  combination,  for  3  cents  each  in 
a  matter  of  seconds." 
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The  more  you  listen  to  the  voice 
within  you,  the  better  you  will 
hear  what  is  sounding  outside. 
Dag  Hammarsktold 


If  we  were  not  all  so  excessively 
interested  in  ourselves,  life  would 
be  so  uninteresting  that  none  of  us 
would  be  able  to  endure  it. 
Arthur  Schopenhauer 


One  ceases  to  be  a  child  when  one 
realizes  that  telling  one's  troubles 
does  not  make  it  any  better. 
Cesar  Pavese 


Recognizing  idols  for  what 
they  are  does  not  break 
their  enchantment. 
W.H.  Auden 


If  you're  naturally  kind  you  attract 
a  lot  of  people  you  don't  like. 
William  Feather 


Honesty  is  a  good  thing  but  it  is 
not  profitable  to  its  possessor 
unless  it  is  kept  under  control. 
Don  Marquis 


Swans  have  an  air  of  being  proud, 
stupid,  and  mischievous — three 
qualities  that  go  well  together. 
Denis  Diderot 


I'm  not  OK — you're  not  OK, 
and  that's  OK. 
William  Sloane  Coffin 


I  don't  never  hav  enny  trubble 
in  regulating  mi  own  konduct,  but 
tew  keep  other  pholks  straight 
iz  what  bothers  me. 
Josh  Billings 


The  ruling  passion  in  man  is  not  as 
Viennese  as  is  claimed.  It  is  rather 
a  gregarious  instinct  to  keep 
together  by  minding  each  other's 
business.  Grex  rather  than  sex. 
Robert  Frost 


Thoughts 

on  the  Business  of  Life 


Introduced  to  a  man  the  other  day,  I 
immediately  took  a  disliking  to  his 
personality.  Inquiries  later  revealed 
that  he  had  not  personally  made  his 
money  and  that  for  years  he  had  been 
none  too  well  off.  I  lis  recently  found 
wealth  had  made  him  obnoxious.  Be- 
ware of  the  effect  of  wealth.  It  is 
usually  least  dangerous  when  it  has 
been  earned  by  painstaking  effort 
over  a  long  stretch  of  years.  Its 
possession  too  often  breeds  vanity, 
offensive  self-assurance,  an 
overbearing  attitude  towards  others. 
Others  who  come  into  wealth  are 
tempted  to  draw  away  from  ordinary 
mortals,  to  become  aloof  isolated, 
suspicious  that  every  person  has 
designs  on  their  pocketbook.  Happily, 
an  abundance  of  money  can  bless 
as  well  as  curse.  The  latter  is  to 
be  vigilantly  guarded  agaitist. 
B.C.  Forbes 


"Know  thyself?"  If  I  knew  myself, 

I'd  run  away. 

Goethe 


What  loneliness  is  more  lonely 
than  distrust? 
George  Eliot 


If  we  only  wanted  to  be  happy  it 
would  be  easy;  but  we  want  to  be 
happier  than  other  people,  which  is 
almost  always  difficult,  since  we 
think  them  happier  than  they  are. 
Charles  de  Montesquieu 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60FifthAve.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


All  the  extraordinary  men  I 
have  ever  known  were  chiefly 
extraordinary  in  their  own 
estimation. 
Woodrow  Wilson 


A  woman  is  the  only  thing 
I  am  afraid  of  that  I  know 
will  not  hurt  me. 
Abraham  Lincoln 


A  man  who  has  been  the 
indisputable  favorite  of  his 
mother  keeps  for  life  the 
feeling  of  a  conqueror,  that 
confidence  of  success  that  often 
induces  real  success. 
Sigmund  Freud 


The  mind  cannot  long  act  the  role 

of  the  heart. 

La  Rochefoucauld 


All  our  final  resolutions  are  made 
in  a  state  of  mind  which  is  not 
going  to  last. 
Marcel  Proust 


A  Text . . . 

Gladness  of  the  heart  is 
the  life  of  a  man,  and  the 
joyfulness  of  a  man 
prolongeth  his  days. 

ECCLESIASTES  30:22 


Sent  in  by  Neil  Bratter,  Plantation,  Fla. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Many  a  time  I  have  wanted  to  stop 
talking  and  find  out  what  I  really 
believed. 

Walter  Lippmann 


I  care  not  so  much  what  I  am  to 
others  as  I  respect  what  I  am  in 
myself.  I  will  be  rich  by  myself 
and  not  by  borrowing. 
Montaigne 
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The  Audi  5000CS  Turbo  Quattro. 

5,4,3,2,1  ...Prepare  yourself  for  an  unprec 
edented  driving  experience.  For  the  Turbo  s 
intercooled  2.2  liter  engine  achieves  0  to 
50  in  a  mere  5.7  seconds. 

Impressed?  Now  consider  that  the 
Turbo  Quattro  combines  the  unique  Anti- 
Lock  Braking  System  with  Audis 
acclaimed  permanent  all-wheel  drive. 

All-wheel  drive  maximizes  traction  by 
conveying  engine  power  equally  to  all 
four  wheels.  All  the  time.  While  the 


ABS  system  virtually  eliminates  wheel 
lock-up  by  utilizing  advanced  computer 
technology.  Under  almost  all  conditions, 
superb  stopping  power  is  assured. 

Aside  from  being  the  only  production 
luxury  sedan  in  the  world  with  a  fully 
galvanized  steel  body,  the  Quattro  has 
aesthetic  appeal  as  well.  In  fact,  its  sleek 
profile  bears  more  resemblance  to  classic 
sculpture  than  an  automobile. 

The  Audi  5000CS  Turbo  Quattro. 
Take  one  for  a  test  flight  today,  d985Aud, 


The  art  of  engineering. 


Theonlywaytofly 


The  Audi  5000CS  Turbo  Quattro  is  priced  at  $27,975*  and  is  protected  by  a  3-year.  50.000  mile  new  vehicle  limited  warranty  and  a  6-year  limited  warranty  against  corrosion  perforation 

<*M  S  R  P  Title,  taxes,  transp  .  rcg  and  dealer  delivery  add'l  I  Call  I -800 -FOR  AUDI  for  details 


"Let  a  mother's  only  son  ride  across  on 

a  mare's  only  foal,  and  mM 
the  Brig  O'Balgownie  win  fall."  |f 
These  words  were  spoken  JH| 
six  centuries  ago. 

No  man,  Scot  or  stranger,  |  J 
has  yet  been  mad  enough  to 
try  to  prove  them  / 
trueorfalse.  mm*- 


The  good  thii 
ife .  stay  that  way 

/Dewars, 

White  Label® 


in 


never  vanes. 

Jluthentic 

The  Oewar  Highlander 


White  Label 

"DewarlSonS^ 
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BLENDED 

SCOTS  WHISKY 

'00'/.  Scotch  Whiskies 

'«•«  S<otUn<ft  belt  DWliOerif 


Cutty  and  ice. 


The  day  was  spent  in  the  corporate  arena.  Now  it's  time  for  another  kind  of  sport.  And  the  evening  s  on  ic 
Nothing  eases  the  transition  like  the  smooth,  mellow  taste  of  Cutty  Sark® A  taste  to  savor. 


Cutty  Sark.¥)ii  earned  it. 


To  send  a  gift  of  Cuttv  Sark  anvwhere  in  the  U.S..  call  1-800-BETHERE  Void  where  prohibited. 


Successful  selling  is 
apiece  of  cake! 

□  True 


Df  course  the  answer  is  FALSE!  Successful  selling  in 
:he  highly  competitive  business  world  today  is  a  tough, 
demanding  profession  that  requires  hard  work,  dedication 
md  skill. 

That's  why  so  many  men  and  women  in  selling 
ake  the  Dale  Carnegie  Sales  Course®  It  gives  them  a  better 
understanding  of  the  psychology  of  modern,  motivational 
idling.  It  brings  them  up-to-date  with  the  newest  and 
nost  effective  methods  and  techniques  of  their  profession. 

It  is  a  highly  organized  sales  training  process  from 
beginning  to  end,  from  prospecting  to  getting  the  order, 
t  shows  salespeople  how  to  get  the  information  they  need 
before  making  the  first  call. They  learn  how  to  better 
organize  their  time  so  they  can  come  face-to-face  with 
nore  qualified  prospects  during  a  selling  day.  They 
(develop  more  informative,  more  convincing  sales 


presentations  based  on  the  true  wants  and  needs  of 
the  prospect. 

The  Dale  Carnegie  Sales  Course®doesn't  change  any- 
one's basic  personality.  It  is  designed  to  help  salespeople 
maintain  their  own  personality  and  approach.  It  expands 
and  develops,  it  reinforces  and  refines  those  existing 
qualities  to  a  higher,  more  effective  degree  by  incorpo- 
rating the  proven  ideas  and  techniques  of  the  course. 

Most  of  the  graduates  of  this  sales  training  program 
report  that  tangible  results  come  quickly  in  the  form  of 
measurable  increases  in  sales,  even  before  the  course 
is  finished. 

To  get  your  free  copy  of  our  quick-reading  booklet 
which  outlines  the  Dale  Carnegie  Training*  programs,  call 
toll-free  800  231-5800.  In  Texas,  call  800  392-2424,  or 
write  to  the  address  below. 


DALE  CARNEGIE  &  ASSOCIATES,  INC. 

SUITE  326  F   •  6000  DALE  CARNEGIE  DRIVE  (PVT.)  •  HOUSTON, TEXAS 77036 


Accredited  by  the  Council  For  Noncollegiate  Continuing  Education 


WOULD  YOU  PAY  TO  GO 
SOMEWHERE  YOU  DDNT 

WANT  TO  GO? 

That's  probably  what  you're  doing  if  you're  not 
using  Advanced  WATS  from  GTE  Sprint! 

You  see,  the  Advanced  WATS  system  automati- 
cally adjusts  to  changes  in  your  calling  patterns 
so  you  always  get  our  maximum  possible  savings 

on  every  WATS  call. 

With  other  systems, 
you  might  pay  for  a 
call  to  New  York  when 
you  only  want  to  go  to 
Texas.  And  that's  a  little 


With  other  systems,  you  might  pay  for  a  call  to  New  York,  when  you're  only 
calling  Texas.  With  A  dvanced  WATS  you  only  pay  for  what  you  use. 


out  of  line. 


Call  GTE  Sprint  and  find  out  about  Advanced 
WATS.  We'll  go  to  great  lengths  so  you  don't  have  to. 
Call  (800)  521-4949  today.  Qrrg  SPRINT 

You've  got  the  future  on  the  line'.' 


Anaheim,  CA  (714)  660-8999  •  Atlanta,  GA  (404)  843  0100  •  Boston.  MA  (617)  933-7771  •  Chicago,  1L  (312)  364-4600  •  Cleveland.  OH  (216)  642-0180  •  Dallas.  TX  (214)  387-4686  • 
Detroit,  Ml  (313)  827  4900  •  Honolulu.  HI  (808)  528-2000  •  Houston.  TX  (713)  777-3600  •  Kansas  City.  KS  (913)  451  8700  •  Los  Angeles.  CA  (213)  515-5353  •  New  York.  NY  (212) 
557  0700  •  Philadelphia.  PA  (215)  568-4338  •  Phoenix.  AZ  (602)  956-6200  •  San  Francisco.  CA  (415)  571  8700  •  Seattle,  WA  (206)  621  7600  •  Washington.  D  C  (703)  486  8330 
1M986  GTE  Sprint  ^Sprint  is  a  registered  trademark  of  GTE  Sprint  Communications  Corp. 
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Taxing  Matters 


30    Market  Volatility 
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Oil  slick 

All  you  folks  out  there  who  are  hot  for  "restructuring"  should! 
read  Howard  Gold's  story,  "Dog  with  bone,"  on  page  35  of  this 
issue.  Bill  Brieker  "restructured"  Diamond  Shamrock  from  a 
chemical  company  into  an  oil  company,  expecting  oil  prices  tc 
keep  rising.  With  oil  down  40%  from  its  high  and  still  weak 
Bncker's  got  a  mess  on  his  hands. 

Aside  from  oil  prices  and  other  macroeconomic  happenings, 
what's  going  on  in  business?  This  issue  reports  a  wide  variety  oi 
events,  some  major,  some  minor,  but  all  of  them  with  useful 
lessons  for  people  who  have  payrolls  to  meet.  A  sampling: 

Richard  Stern  explores  one  of  the  most  brazen  frauds  in  U.S. 
business  history.  Saxon  Industries  under  Stanley  Lurie  was  4 
largely  fictional  company,  yet  accepted  as  genuine  by  most  of| 
the  financial  community.  How  did  Lurie,  an  obscure,  unprepos- 
sessing  accountant,  pull  off  this  wild  deception?  With  the  help 
of  dozens  of  little  people,  most  of  whom,  surprisingly,  had  little 
to  gain  but  went  along  with  the  crookedness  because  it  seemed! 
the  easiest  course.  See  "Carl  Icahn's  lucky  day"  on  page  31. 

Like  many  other  major  U.S.  corporations,  Honeywell,  Inc.  andj 
Monsanto  Co.  are  struggling  to  find  clear  direction  in  an  era  oi 
kaleidoscopic  change.  In  "Taking  risks  is  what  they  pay  you 
for,"  starting  on  page  43,  Subrata  Chakravarty  tells  how  Mon- 
santo is  taking  bold  steps  to  rejuvenate  itself.  In  "Strategic) 
withdrawal,"  starting  on 
page  34,  Barry  Stavro  tells 
how  Honeywell  is  going 
back  to  its  roots. 

A  powerful  moral  to  be 
drawn  from  recent  oil 
events  is:  Never  underes- 
timate the  power  of  mar- 
kets. A  lot  of  young  doc- 
tors thought  medical  de- 
grees were  a  passport  to 
the  good  life.  In  "Hippoc- 
rates meets  Adam 
Smith,"  starting  on  page  63,  Ellen  Paris  tells  why  a  lot  of  them 
are  throwing  in  private  practice  and  taking  steady  jobs. 

Loads  of  glamour  attaches  to  successful  proprietors  of  smaller 
businesses,  but  it's  not  all  roses.  In  Up  &  Comers  this  issue 
Forbes  tells  how  Richard  Thalheimer  at  The  Sharper  Image: 
developed  his  catalog  merchandising  so  fast  that  it  now  has  no 
place  to  go  but  down  (page  80).  The  founders  of  Arete  Systems 
Corp.  have  landed  a  fantastic  contract  but  one  that  puts  them  at 
exceptional  risk  (page  76) 

You've  read  about  how  those  nasty  option-trading  programs 
have  injected  a  lot  more  volatility  into  the  stock  market,  spook- 
ing small  investors  with  extreme  price  swings.  The  stories  are 
interesting,  but  they  are  not  true,  writes  William  Baldwin  in  "Is! 
the  market  more  volatile?  No,"  starting  on  page  30. 

Do  you  wonder  why  restaurant  waiters  these  days  hand  you  ai 
menu  and  then  launch  into  a  litany  of  today's  specials?  Restau- 
rants didn't  always  do  this.  Why  now?  There  are  sound  market- 
ing reasons.  Columnist  Srully  Blotnick  tells  them  on  page  158. 


A  Doonesbun  view  of  medicine 


Editor 
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'Now  Canon  has 
ive  great  ways  to 
take  care  of  „ 
number  one.' 


PC  Cartridges 

Canon  even  takes  care  of  copier  maintenance 
for  you.  Its  exclusive  PC  Cartridge  System 
makes  Canon  PCs  virtually  service-free. 
Colorful,  too.  Copy  in  black,  brown,  blue, 
light  blue,  red  and  green. 


PC-14 

Just  plop  the  paper  in,  take  the  copies  out. 
You  get  8  great  copies  a  minute  plus  Canon's  unique 
automatic  stack-sheet  feeding  system  that  lets  you 
make  multiple  copies  from  business  card  to  letter  size, 
without  using  a  paper  cassette. 


PG-24  |#f 

Canons  new  PC-24  does  everything  the  PC-14  does. 
And  more.  It  can  reduce  by  67%  or  78%  and  enlarge 
by  120%.  You  get  up  to  8  copies  a  minute  from  originals 
as  big  as  10"  x  14".  Plus  stack-sheet  feeding  for  multiple 
copies  from  business  card  to  legal  size. 


PC-10 

Compact.  Affordable.  And  so  simple  to 
use,  there  isn't  even  a  copy  start  switch. 
Just  feed  in  a  sheet  of  paper  for  a  crisp, 
clear  copy  in  seconds. 


•LOR 

VELOPER 
STtU 

Canon  US  A.,  Inc. 


PC-20 

All  the  convenience  of  the  PC-10  plus 
cassette  paper  feeding.  The  handy  paper 
cassette  holds  up  to  100  sheets  of  letter- 
size  paper  for  8  beautiful  copies  a  minute, 
automatically. 


PC-25 

Reduce.  Enlarge.  And  make  copies  up  to 
legal  size  from  originals  as  big  as 
10"  x  14".  Optional  Mini-Sorter* 
also  available. 
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Edited  by  John  A.  Conway 


Na  zdorovye! 

Tlhe  Russians  are  having  problems 
with  one  of  their  best-known  ex- 
ports: vodka.  This  year  in  the  U.S. 
Absolut,  a  Swedish  brand,  is  expected 
to  outsell  Stolichnaya,  the  Russian 
vodka  and  the  traditional  leader 
among  imports,  says  Impact,  the  New 
York  City-based  industry  newsletter. 
"Absolut  vodka  has  been  positioned 
extraordinarily  well,"  says  First  Bos- 
ton analyst  Martin  Romm.  Where 
marketing  strategy  has  hurt  the  Sovi- 
et brand  in  the  U.S.,  the  headlines 
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Mikhail  Gorbacbei 


The  magic  of  a  name. 


about  Soviet  leader  Mikhail  Gorba- 
chev have  helped  a  West  German  vod- 
ka. The  bestselling  brand  in  West  Ger- 
many, Gorbatschow  (the  German 
spelling  of  Gorbachev),  is  booming. 
Last  year,  when  Gorbachev  was  be- 
coming a  household  word,  retail  sales 
of  Gorbatschow,  created  in  1921  by  a 
Russian  fleeing  the  October  revolu- 
tion, went  up  more  than  23%,  nearly 
triple  the  rise  in  1984.  "It  helps  a  little 
that  the  name  Gorbatschow  is  writ- 
ten nearly  every  day  in  the  media," 
admits  Philipp  Horn,  marketing  man- 
ager of  Gorbatschow  Wodka  GmbH  in 
Wiesbaden. 


Campus  career  plans 

College  students  have  cooled  on 
computers,  engineering  and  nurs- 
ing careers,  according  to  a  survey  of 
192,400  freshmen  at  365  colleges  and 


universities  by  a  UCLA  professor.  In- 
stead, a  record  70%  say  making  mon- 
ey is  a  "very  important"  reason  to 
attend  college,  and  a  record  24%  plan 
careers  in  business,  says  Alexander 
Astin,  who  conducted  the  survey 
with  support  from  the  American 
Council  on  Education.  The  propor- 
tion of  freshmen  planning  to  become 
engineers  fell  from  a  peak  of  12%  in 
1983  to  10%  this  year,  while  the 
number  planning  careers  in  computer 
programming  or  analysis  fell  from 
8.8%  to  4.4%.  Interest  in  computer 
science  also  dropped — from  4.5%  in 
1983  to  2.3%,  Astin  reports.  More 
than  6%  of  the  freshmen  said  they 
were  interested  in  elementary  or  sec- 
ondary school  teaching,  still  far  below 
the  24%  that  wanted  to  become 
teachers  in  1968.  The  number  inter- 
ested in  nursing  was  3.3%,  a  15-year 
low.  Nearly  27%  reported  their  par- 
ents' income  to  be  $50,000  to 
$100,000,  and  6%  said  it  was  above 
$100,000.  Less  than  16%  came  from 
families  with  parental  incomes  that 
were  under  $15,000  a  year.  Astin 
draws  the  obvious  conclusion:  "Poor 
students  find  it  increasingly  difficult 
to  attend  college." 


End  runs  for  steel? 

Overall  steel  imports  to  the  U.S. 
were  down  a  bit  last  year,  from 
26.4%  of  the  market  in  1984  to  25.2% 
in  the  first  1 1  months  of  1985,  but  the 
American  Iron  and  Steel  Institute,  the 
industry's  trade  association,  is  not 
celebrating.  Commerce  Department 
statistics  show  that  steel  from  Japan 
and  Canada  was  down,  but  imports 
from  the  European  Economic  Com- 
munity were  up  1 1 .4% .  The  number 
of  countries  exporting  steel  to  the 
U.S.  keeps  increasing,  too.  It  was  up 
from  59  in  1984  to  67  last  year.  And 
that  number  includes  eight  middle- 
man countries  like  Belize,  Fiji,  Niger 
and  Swaziland,  which  do  not  produce 
steel  themselves.  The  quantities  im- 
ported through  these  nonproducers 
are  small.  The  worry  is  that  they 
could  eventually  be  used  to  get 
around  voluntary  export  quotas  now 
imposed  on  nations  like  Japan.  Thai- 
land, for  example,  is  among  the  new 
exporters  of  steel  pipe  to  the  U.S.  That 
pipe  is  manufactured  in  Japan,  but 
since  a  Japanese-owned  plant  in  Thai- 
land adds  fittings,  the  country  of  ori- 


gin is  listed  as  Thailand.  Similarly,  a 
steel  manufacturer  in  Brazil,  which  is 
subject  to  quotas,  has  made  plans  to 
send  strips  to  Panama,  which  now  has 
no  quotas,  for  finishing  and  export  ta 
the  U.S.  from  there. 


How  to  trim  the  deficit 

A surprising  30%  of  Amencansi 
think  the  best  way  to  eliminate 
the  deficit  is  to  cut  defense  spending, 
even  if  it  means  slashing  the  Penta- 
gon's budget  to  one-quarter  its  cur- 
rent size,  say  Roper's  pollsters  after  ai 
face-to-face  sampling  of  2,000  opin- 
ions. In  all,  42%  of  blacks  would  cut 
defense  spending  that  much,  while: 
only  20%  of  all  Republicans  and  25% 
of  conservatives  would  do  so.  Just  1%| 
of  the  sample  would  cut  Social  Securi- 
ty by  75%,  but  8%  think  all  other 
social  programs  should  be  reduced — 
to  only  15%  of  what  they  are  now.l 
What  about  tax  increases?  About  15%, 
were  in  favor  of  them  to  end  the  defi- 
cit, although  most  of  those  people| 
said  spending  should  be  cut  at  thei 
same  time.  And  39%  either  don't 
know  what  to  do  or  rejected  all  the 
choices  offered. 


Happenings 

Corporate  sponsors  are  spending 
record  amounts — $1  billion  last 
year — sponsoring  sports,  music  and 
other  happenings,  says  Lesa  Ukman, 
president  of  Chicago's  International 
Events  Group  and  executive  publisher 
of  Special  Erents  Report,  an  industry 
newsletter.  Sunkist,  for  example,  paid 
$5  million  to  sponsor  the  Fiesta  Bowl 
in  Tempe,  Ariz,  for  five  years.  Blue 
Bell  laid  out  $10  million  for  a  three- 
year  Wrangler  sponsorship  of  Willie 
Nelson's  concerts.  PepsiCo,  Chevro- 
let, AT&T  and  Kodak  paid  $750,000 
each  in  1985  to  sponsor  Live  Aid,  the 
Philadelphia  rock  concert  for  Africa, 

 Susan  PhillipvtCI 


Rocking  for  Africa 

How  happenings  promote. 
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getting  16  hours  of  TV  exposure  and 
reams  of  news  coverage.  This  year 
more  than  2,500  companies  will  un- 
derwrite special  events,  Ukman  says. 
Among  them:  PepsiCo's  "Goodwill 
Games"  in  Moscow  in  July  and 
Stroh's  beer  and  Chrysler  for  the  Stat- 
ue of  Liberty  celebration  July  4. 


Why  we  marry  late 

Iate  marriages,  prevalent  in  the 
I  farm-oriented  economy  of  the  late 
19th  century,  are  again  in  vogue,  but 
for  different  reasons.  The  median  age 
of  first  marriages  for  women  was  23 
last  year,  the  highest  ever  recorded, 
and  25.5  for  men,  the  highest  since 
1900,  according  to  the  Census  Bureau. 
Among  Americans  aged  30  to  34  the 
percentage  never  married  has  doubled 
since  1970,  to  21%  for  men  and  14% 
for  women,  the  report  says.  Why  the 
change?  Partly  because  nearly  2  mil- 
lion couples  are  living  together  in  un- 
wedded  bliss,  nearly  four  times  the 
number  in  1970,  and  also  because 
more  women  have  careers.  And,  with 
the  cost  of  housing,  62%  of  men  18  to 
24  live  with  their  parents,  as  do  47% 
of  women  in  that  bracket.  Of  all 
households,  58%  are  made  up  of  mar- 
ried couples.  Singles  living  alone  ac- 
count for  23.7%,  up  from  17.1%  in 
1970,  a  reflection  in  part  of  a  higher 
divorce  rate. 


Vive  le  dejeuner 

Jacques  Borel  claims  he  made 
brown-bagging  passe  in  Paris,  and 
he  now  intends  to  make  lunch  at  the 
desk  obsolete  in  the  U.S.  as  well.  The 
number  of  Parisians  eating  bag 
lunches  dropped  from  22%  to  13%  in 
18  years,  a  development  Borel  credits 
partly  to  his  postwar  introduction  of 
corporate  lunch  coupons  purchased 
by  companies  and  given  to  employees 
for  credit  at  local  restaurants.  The 
coupons  are  now  used  by  4.6%  of  the 
population  in  France,  3.5%  in  Great 
Britain,  8.2%  in  Sweden,  3.3%  in  Bra- 
zil and  2.7%  in  Italy,  Borel  says,  and 
by  1977,  when  Borel  sold  his  share  of 
Paris-based  Jacques  Borel  Internation- 
al (now  called  Accor),  it  had  grown 
into  a  $500  million  business.  Since 
Borel,  now  58,  sold  his  interest  in 
Accor,  he  has  set  up  Jacques  Borel 
Enterprises  in  the  U.S.  and  has  been 
selling  his  coupons  in  Mexico.  Last 
fall  he  launched  the  idea  in  New 
York.  "By  the  end  of  the  year,  I  will 
have  a  proven  success,"  he  boasts.  "I 
have  done  it  before.  I  can  do  it  again." 


Quote,  unquote 

Albert  Casey,  who  retired  last 
.March  as  chairman  of  American 
Airlines,  on  why,  fit  65,  he  had  taken 
on  the  backbreaking  top  job  at  the 
U.S.  Postal  Service,  which  lost  $251 
million  last  year:  "I  was  unem- 
ployed." 

Lee  Lorenz,  art  editor  at  The  New 
Yorker,  noting  that  while  more  and 
more  subjects — the  bum  on  the  street, 
domestic  violence,  etc. — are  now  ta- 
boo for  his  cartoons,  the  corporate 
joke  is  still  safe:  "One  minority  that 
never  complains  are  the  men  in  the 
boardroom." 


Braille  for  banks 

Automated  banking  is  nearing  reali- 
ity  for  the  1.5  million  Americans 
who  are  effectively  blind.  In  1980 
Margarine  Beaman,  a  businesswoman 
in  Austin,  Tex.,  dreamed  up  an  idea 
for  Braille  cash  machines;  since  then 
some  5,200  bank  branches  in  the  U.S. 
and  another  800  branches  in  Canada, 
Spain  and  Australia  have  installed 
them.  Beaman  and  five  other  volun- 
teer members  of  the  Austin  Junior 
Women's  Federation  stamp  out  plas- 
tic Braille  instruction  sheets  on 
Braille  machines  in  Austin  and  send 
them  out  to  the  banks.  (One  recent 
addition  is  a  Chemical  Bank  branch  in 
New  York  City,  appropriately  across 
the  street  from  The  Lighthouse  for  the 
Blind.)  The  prbject  started  when  Bea- 
man met  an  elderly  man,  blind  for  ten 
years,  who  hdd  learned  Braille  to  be- 
come more  independent.  "I  asked  my- 
self how  he  could  get  around,"  she 
says.  Nine  months  later  the  Austin 
Junior  Women  installed  a  Braille 
shopping  mall  directory  in  their 
hometown  And  then  moved  into 
street  signs,  elevator  signs,  airport 
signs  and  now  the  automated  banking 
instructions.  They  now  have  access  to 
Braille  in  60  foreign  languages  and 
have  had  requests  for  signs  from 
around  the  globe. 


Go  west,  CPA 

Tlhe  West  is  still  the  Promised  Land, 
at  least  frJr  accountants.  The  1985- 
86  salary  poll  by  CPA  Personnel  Report, 
an  Atlanta-based  newsletter,  shows 
that  CPA  firms  in  the  West  will  offer 
average  starting  salaries  of  $18,920  for 
this  spring's  accounting  graduates, 
compared  With  $17,200  in  the  Mid- 
west and  i  16,968  in  the  East.  (The 
East,  howeVer,  jumps  past  the  central 
states  for  Second-year  salaries.)  Re- 


Anhur  Grace/Newsweek 


Postmaster  General  Casey 
Back  in  harness. 


cruiting  for  tax  staffs  is  hot  across  the 
board,  starting  at  around  $19,000  for 
novices  and  moving  up  to  about 
$39,000  for  six  years'  experience. 


To  dam  or  not  to  dam 

A controversy  is  roiling  Maine's  Pe- 
■nobscot  River.  Great  Northern 
Paper  wants  to  build  a  $100  million, 
40-megawatt  dam  on  the  river,  saying 
that  without  it  competition  from 
cheap  hydropowered  Canadian  mills 
will  force  the  company  to  cut  capacity 
22%  at  two  mills.  But  Maine  law 
makes  rivers  a  public  resource,  and 
the  state  wants  benefits  in  exchange 
for  the  more  than  four  miles  of  river 
and  at  least  $12.5  million  a  year  in 
revenues  from  anglers  and  white-wa- 
ter boaters  that  would  be  sacrificed. 
Great  Northern  first  indicated  that  the 
dam  would  save  1,689  jobs.  But  after 
the  state's  Land  Use  Regulation  Com- 
mission granted  a  permit  on  condition 
that  those  jobs  be  retained,  Great 
Northern  had  second  thoughts.  "If  the 
state  of  the  art  in  papermaking 
changed,  there  would  very  possibly  be 
job  reductions,"  says  spokesman  Paul 
McCann.  The  Maine  Audubon  Society 
and  a  coalition  of  other  environmen- 
tal, sportsmen  and  small  business 
groups  want  Great  Northern  to  look  at 
alternatives,  such  as  a  biomass  boiler 
fueled  by  waste  wood.  That  would  cost 
at  least  $20  million  less  to  build  but 
wouldn't  produce  power  as  cheap  as 
hydropower,  says  the  company. 
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Material,  shmaterial 

All  through  1985  Kenneth  Pontikes, 
founder  of  Comdisco,  Inc.,  the 
Chicago  computer  leasing  company, 
was  recovering  from  probes  by  the  IRS 
and  the  SEC  into  tax  shelters  he  used 
to  raise  money  to  buy  equipment. 
From  a  low  of  8  in  1984,  the  stock 
bounced  up  to  28,  and  Pontikes'  own 
stake  was  back  up  to  $160  million  by 
early  January,  when  Forbes  wrote  an 
upbeat  profile  of  the  firm  (Jan.  27). 

Oops.  By  the  time  the  issue  was  off 
the  presses,  Comdisco  had  dropped  to 
18  as  an  obscure  footnote  in  Comdis- 
co's  annual  report  turned  into  a  head- 
line. A  1  '/2-year  dispute  with  the  IRS 
that  Comdisco  had  said  was  not  mate- 
rial turned  into  proposed  IRS  assess- 
ments of  $200  million  for  1980-82. 
The  details  became  public  when 
Comdisco  filed  a  petition  in  Tax 
Court  challenging  the  claim. 

Comdisco  buys  computers,  finds 
lessees,  then  takes  the  leases  to  a  bank 
and  collects  the  present  value  of  the 
rental  payments.  This  nonrecourse 
bank  loan  is  repaid  by  the  computer 
user.  The  IRS  views  the  loan  as  a  way 
for  Comdisco  to  be  paid  for  its  lease  up 
front  and  aims  to  tax  that  "income"  at 
once,  rather  than  recognize  revenues 
over  the  life  of  the  lease. 

Pontikes  calls  the  whole  thing  a 
"nonissue."  But  if  the  IRS  wins,  the 
case  could  affect  the  entire  leasing 
industry,  says  Charles  Greco,  vice 
president  at  International  Data  Corp. 
How  could  Comdisco  and  its  audi- 


tors conceal  from  shareholders  the  po- 
tential cost  of  the  IRS  proposal?  "This 
thing  is  so  farfetched,"  seethes  Pon- 
tikes. "There's  no  liability  here.  We 
decided  we  shouldn't  disclose  it  be- 
cause that's  misleading  in  a  sense." 

Comdisco's  stock  has  recovered 
much  ground.  But  its  sudden  fall  has 
left  a  bad  aftertaste. 


Oil:  one  up,  one  down 

A decade  ago,  when  OPEC  sent  oil 
prices  gushing  into  the  ozone,  the 
U.S.  fought  back  on  two  fronts.  In 
1980  Congress  formalized  alternate- 
fuel  efforts  by  creating  the  Synthetic 
Fuels  Corp.  with  an  initial  budget  of 
$15  billion,  aiming  for  a  new  industry 
to  produce  500,000  barrels  of  synfuels 


Comdisco's  Ken  Pontikes 

Is  $200  miiUcn  material? 


daily  by  1987  (Forbes,  May  20.  1985). 
At  the  same  time,  the  Department  of 
Energy  was  stockpiling  a  strategic  re- 
serve of  oil  in  Louisiana  salt  domes. 

By  last  year,  with  $8  billion  in  its 
budget,  Congress'  corporate  creation 
continued  talk  of  giving  the  U.S.  a 
synthetic  fuels  option.  The  Great 
Plains  Coal  Gasification  Project  in 
North  Dakota,  created  in  1976,  was 
producing  96.5  million  cubic  feet  of 
gas  from  oil  each  day  but  losing  $4  on 
each  thousand  cubic  feet.  Its  private 
sponsors  wanted  more  government 
funds  to  break  even,  but,  with  the 
world  awash  in  oil,  Congress  wanted 
to  kill  it. 

In  December,  with  an  eye  to  balanc- 
ing the  budget  by  1991,  Congress,  in 
final  action  on  an  appropriations  bill 
for  the  rest  of  fiscal  1986,  sent  SFC  the 
way  of  the  dinosaur.  The  Reagan  Ad- 
ministration had  declared  it  no  longer 
served  "any  useful  purpose." 


MASERATI  DEALER  NETWOR| 

WESTERN 

ARIZONA  Young  Motorcars,  Scottsdale,  1602 1 990 
7781  ■  Grand  Prix  Motors,  Tucson,  1602 1  748  1333  • 
CALIFORNIA  Alfa  Maserati  of  Santa  Monica,  Santa  ; 
Monica,  1213}  393  0493  ■  Anaheim  Toyota  Maserati, 
Anaheim,  |714|  635  2050  •  Beach  Imports,  Newport | 
Beach,  (714)  752  0900  •  British  Motor  Car  Distribu- 
tors, San  Francisco,  1415)  776-7700  •  Carlsen  Maseral 
Palo  Alto,  (4 1 5 1 493  1 5 1 5  •  Century  Motor  Sales, 
Alhambra,  1818)  570  8444  •  Bob  Faeber  Volkswagen  ! 
Maserati,  San  Fernando,  (818)  365  0826  •  Gregg 
Motors  Maserati,  Beverly  Hills,  (2131  274  5200  • 
Maserati  of  San  Diego,  San  Diego,  161 9|  297  9070  • 
Niello  Porsche/Audi/Maserati,  Concord,  14151  676 
0200  •  Niello  Porsche/Audi/Maserati,  Sacramento, 
(916)  334  6300  •  Al  Piano  Honda  Maserati,  Thousand 
Oaks,  (818)  889-8510  •  Quaid  Imports,  Riverside,  |7l| 
688  9420  •  San  Jose  British  Motors,  San  Jose,  (408) 
246  7600  •  Service  Buick-Maserati,  Fresno,  (209)  23} 
0221  -  Southland  Motors,  Covina,  (818)967  4211 
Strough  Maserati, Oakland,  |415|  658  4700  •  Victory! 
Toyota  Alfa  Romeo-Maserati,  Seaside,  (4081  394  8116 
Whittlesey  Motors,  Torrance,  1213)  325  7500  •  COLC 
RADO  Royal  Carriage  Works  at  My  Garage,  Denver, 
(303)  778  1766  ■  HAWAII  JN  Maserati,  Honolulu, 
(808)  836  7725  •  OREGON  Ron  Tonkin  Gran  Tur- 
lsmo,  Portland,  (5031 255  7560  •  TEXAS  AutoSportsj 
Southwest  Freeway,  Houston,  1713)  781  3541  •  Auto-j 
Sports,  Kirby  Drive,  Houston,  1713)  526  3147  -  Over- 1 
seas  Motors,  Fort  Worth,  (817)  332  4181  •  Overseas 
Motors,  Dallas,  (214)  350  5871  •  UTAH  Steve  Harris  I 
Imports,  Salt  Lake  City,  (801 )  521  0340  •  WASHING- 
TON Grand  Prix  Motors,  Seattle,  (2061  329  7070 
CENTRAL 

ILLINOIS  Continental  Classic  Motors,  Hinsdale.  (312 
655  3535  •  Lake  Forest  Sportscars,  Lake  Forest,  (312)| 
295  6560  •  INDIANA  Speedway  International  Cars, 
Indianapolis,  (317)  635  2481  ■  KANSAS  Steven 
Imports,  Wichita,  (316)  687-1341  ■  MICHIGAN  Spon 
Car  Exchange,  Dearborn,  (3131  581  6222  •  MINNE- 
SOTA Thane  Hawkins  Polar  Chevrolet,  White  Bear 
Lake,  (612)  429-7791  •  OHIO  European  Motor  Car 
Company,  Fairfield,  (513)  829-01  Oi  •  Mid  Ohio 
Imported  Car  Company,  Columbus,  (614)  475-7420  -! 
WISCONSIN  Reina  International  Auto,  West  Allis, 
(414)321-8098 

SOUTHERN 
FLORIDA  Bill  Bryan  Imports,  Winter  Park,  (305) 
628-4343  •  Braman  Motorcars,  West  Palm  Beach, 
(305)  684-6666  ■  Contemporary  Imports,  Miami,  (30: 
444  6281  •  Matheny  Imports,  Jacksonville,  (904)  642 
1500  •  Prestige  Imports,  North  Miami  Beach,  (305) 
947  1000  ■  Steering  Wheel,  Fort  Lauderdale,  (305) 
763  6134  •  GEORGIA  F.A.F.  Motorcars,  Tucker,  (404| 
939  5464  •  Rittermark,  Savannah,  (912)  927-8300  • 
KENTUCKY  Performance  Motors,  Louisville,  (5021 
585-1 129  •  LOUISIANA  Classic  Imports.  Metairie, 
(504)  834-5973  •  Courtesy  Imports,  Lafayette,  (3181 
981  2938  •  MARYLAND  Maserati  Automobiles.  Bale 
more,  (301 1  646  3630  •  MISSISSIPPI  Ferrari  South, 
Jackson,  (601 )  969  5668  ■  NORTH  CAROLINA  For- 
eign Cars  Italia,  Greensboro,  (919)  852  2158  •  SOUTE 
CAROLINA  Jim  Hudson  Sports  Cars,  Columbia.  (803 
771-1550  •  TENNESSEE  Schilling  Enterprises.  Mem- 
phis, (901 1  525-1550  •  VIRGINIA  Atlantic  Alfa,  Vir- 
ginia Beach,  (804)  425-6666 

EASTERN 

CANADA  Brookland  Motor  Cars,  Toronto,  (4161 863 
0446  •  CONNECTICUT  Miller  Motorcars, 
Greenwich,  (203!  629-3890  •  Scott  Oldsmobile,  West 
Simsbury,  (203)  651-3371  ■  Bob  Sharp  Motors,  Dan- 
bury,  (203)  748  2600  •  MASSACHUSETTS  Auto  BahJ 
Sales,  Hanover,  (617)  826-751 1  •  High  Performance 
Cars,  Waltham,  1617)  899-4560  •  Ott  Motor  Imports, 
Pittsfield,  (413)  499  3410  •  NEW  HAMPSHIRE 
Nashua  Subaru,  Nashua,  (603 1  888  8920  •  NEW  JER- 
SEY Belmar  Foreign  Cars,  Belmar,  (201 )  681  8282  • 
Springfield  Imported  Motors,  Springfield,  1201 1  376- 
8821  •  NEW  YORK  Alfredo's  Foreign  Cars,  Larchmom 
19141  834-4222  •  Huntington  Porsche  Audi,  Hunting- 
ton Station,  1 5 1 6 1 42 1  ■  1 500  •  Steven  Kessler  Motor- 
cars, New  York,  (212)  689-0770  •  Village  Foreign  Car 
Service,  Williamsville,  (7161  633-8686  •  PENNSYLVA 
NIA  Algar  Enterprises,  Paoli,  (2151 647  6660  •  Auto 
Palace,  Pittsburgh,  (4121 687-4000  -  PUERTO  RICO 
Comeco,  San  Juan.  (809)  783-0185 
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The  Only  Italian  Masterpiece  You  Can  Drive  To  Work. 


If  you're  looking  for  something  in  ,    X  Twin  turbos.  Zero  to  sixty  in  6.8  seconds, 
marble,  the  average  Italian  masterpiece    >  t  f\  Handstitched  leather  seating.  Handbuilt2.5 
will  run  you  six,  seven  million  dollars.  But  if      sftl       liter  V-6  that  Car  and  Driver  calls  "a  beautiful 

you'll  take  steel  and  sumptuous  leather,    yjulixw1    piece  of  metal  sculpture."  Maserati  Biturbo. 
may  we  suggest  the  Biturbo.  Price,  $27,000.     yqgp  seconc]  Italian  Renaissance  has  begun. 

THE  ITALIAN  TRADITION. 


For  a  test  drive  at  a  Maserati  dealership,  call  301-646-3630.  East  Or  415-775-3721.  West 


Does  your  company  need  help 
in  managing  its  telephone  costs? 


The  telephone  is  the  lifeline  of  your 
business.  You've  gone  to  a  good  . 
deal  of  trouble  and  expense  .to  get 
a  proper  telephone  system— but 
you  still  have  a  monthly  telephone 
b'ifl  that  is  nearly  impossible 
to  understand. 

You  still  don't  know  how  to 
allocate  this  expense  by  division, 
department,  cost  center  or  individ- 
ual. You  don't  know  the  extent  of 
personal  abuse  calls.  You  don't 
know  if  you  have  the  most  cost- 
effective  mix  of  tie-lines,  WATS,  or 
foreign  exchanges.  And  finally,  you 
don't  know  in  which  areas  of  your 
company  the  telephone  system  is 
being  effectively  utilized  and  in 
which  areas  it  is  not. 

Maybe  it's  time  you  called 
Account-A-Call. 

We  can  be  a  big  help  in  managing, 
your  telephone  costs  by  providing 


solutions  to  virtually  every  tele- 
phone usage  and  equipment  ques- 
tion. Our  nationwide  service 
bureaus  prepare  for  you  monthly 
reports  that  effectively  analyze 
your  telephone  expenditure. 

Costs  are  clearly  and  simply 
organized  by  any  number  of  allo- 
cation criteria— from  a  single  user 
to  an  entire  department.  You  know 
who  is  making  what  calls,  where 
the  calls  are  being  made  and  how 
much  the  calls  are  costing.  And 
with  Account-A-Call,  you  find  out 
just  how  efficiently  your  entire 
phone  system  is  working  in  this 
increasingly  complex  world  of 
telecommunications. 

Want  to  know  more  about  what 
we  can  do  for  you?  Ask  for  our 
free  brochure  describing  ways  in 
which  we  can  help  your  company 
manage  its  telephone  costs. 


Account-A-Call 


CORPORATION 


Dt;ve.  Burbank.  CA  91505 


But  the  oil  in  the  strategic  reserve 
in  Louisiana  is  still  bubbling  along. 
Late  last  year  the  Department  of  Ener- 
gy tested  its  ability  to  tap  the  492- 
million-barrel  reserve  by  selling  1 
million  barrels  to  five  companies — La 
Gloria,  Phillips,  Conoco,  Amoco  and 
Marathon.  The  reserve  left  is  large 
enough  to  replace  all  imports  for  100 
days  at  current  demand  levels.  And 
with  most  U.S.  imports  now  coming 
from  Western  nations,  the  oil  in  the 
salt  domes  could  replace  imports 
from  OPEC  for  more  than  3Vi  years. 


Cash  from  credit 

TRW  is  not  only  a  well-managed 
company  but  close  to  a  model  of 
the  U.S.  industrial  economy  (Forbes, 
July  18,  1983)-  Based  in  Cleveland,  it 
has  90  diversified  divisions  in  20 
countries,  and  the  mix  works:  In  1984 
TRW  had  a  4.4%  net  margin  and  16% 
return  on  equity  on  sales  of  S6  billion. 

The  nuclei  of  this  universe  have 
been  TRW's  auto  and  aircraft  valve 
business,  electronics  and  space  sys- 
tems and  other  industrial  products. 
But  the  company  likes  risks  and  inno- 
vation, and  that  has  drawn  it  into 
areas  far  removed  from  the  tradition- 
al. Over  17  years  TRW  has  built  a 
huge  computer-based  file  that  can 
provide  instantaneous  credit  checks 
on  90  million  consumers.  It  sells  65 
million  consumer  credit  reports  a 
year,  1  million  directly  to  consumers. 

Now  TRW  is  moving  even  further 
into  services.  Late  last  year  it  disband- 
ed its  industrial  and  energy  sector, 
putting  its  S700  million  (sales)  air- 
craft components  and  industrial  prod- 
ucts divisions  up  for  sale.  Among  the 
businesses  TRW  is  betting  on  for  the 
future,  along  with  defense  and  space, 
are  information  systems,  largely  cred- 
it reporting. 

The  company  recently  unveiled  a 
new  consumer  service  in  California 
called  TRW  Credentials,  and  plans  to 
go  national  within  a  year.  Consumers 
pay  S30  a  year  for  access  to  a  credit 
statement,  consolidated  credit  appli- 
cations for  everything  from  personal 
loans  to  second  mortgages  and  a  credit 
card  security  hot  line.  Companies  like 
Bank  of  America,  Beneficial  Finance 
and  Ford  Motor  Credit,  along  with  the 
Consumer  Bankers'  Association,  will 
help  market  the  service. 

Flow  big  is  the  potential?  About  1 10 
million  Americans  actively  use  cred- 
it, TRW  says,  more  than  80  million  of 
them  in  its  markets,  and  a  survey  of 
1,500  people  showed  that  42%  would 
buy  the  service. 
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WANG  SOLUTIONS 


How  to  Link  Your 
Branches  Without 


Going  Out  on  a  Limb. 


You  run  a  large  corporation  with 
branch  offices  all  over  the  world. 
Each  branch  requires  its  own  com- 
puter system  to  take  care  of  its  own 
needs.  If  not  managed  correctly,  this 
could  mean  costly  duplication  of  effort 

throughout  your  organization.  

It  could  also  mean  the  MIS 
Executive  loses  control  of 
branch  operations. 

That's  a  problem.  Unless 
you  have  the  Wang  solution. 
PutWang'sVS300in 
your  Headquarters. 

And  Bring  your 

Branches  Closer 
to  Home. 

Wang's  VS  300,  the  most 
powerful  member  of  our  VS 
family,  is  the  perfect  link 
between  the  mainframe  in  your 
home  office  and  Wang  VS  systems  in 
the  field. 


patible  Wang  VS  family  that  can  satisfy 
your  needs.  So  people  in  the  field 
and  home  office  can  get  all  the  infor- 
mation they  need  -  easier  -  and 
faster  than  ever  before. 

And  now,  in  addition 
  toWangPCs,lBMPCs 

I can  have  direct  access 
to  data  stored  on  a  Wang 
VS  system. 
Call  for  the 


Wang  Solution. 


And  with  Wang's  Software  Mana- 
ger, you  can  distribute  software  from 
It  also  helps  you,  the  MIS  Executive,  headquarters  to  all  your  branches. 


Home  Office 


manage  your  branch 
operations  more 
effectively. 

For  example,  with 
the  VS  300  and  Wang's 
Distributed  Manage- 
ment Facility,  you  can 
administer  remote 
systems  from  a  central  site.  You  can 
trouble-shoot.  Or  do  initial  program 
loading. 

QFBH 

©  1986  Wang  Laboratories,  Inc. 
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Branch  Offices 


Which  means  no 
recompiling  of  code, 
no  duplicate  tapes 
for  every  office,  and 
no  need  for  extensive 
training  in  the 
field.  ' 

Let  the 


By  centralizing  the 
management  of  your 
branch  operations  with 
the  VS  300,  you  can  avoid 
costly  duplication  of 
effort  throughout  your 
company.  And  it  helps 
you  keep  the  size  of 
local  support  staffs  to 
a  minimum. 

It  all  adds  up  to  a  more  stream- 
lined, more  cost-effective  system. 

To  learn  how  the  VS  300  can  fit 
into  your  organization,  call  Wang 
today  at  1-800-225-9264. 


WANG 


Information  Flow. 

No  matter  what  size  your  branch, 
there's  a  member  of  the  fully  com- 


THE  KNICKERBOCKER 
■1        CHICAGO  pf 


A  proud  history  repeats  itself. 

During  the  1920s,  The  Knickerbocker 
I  lotel  proudly  began  a  history  of  taste  and 
elegance  on  Chicago's  Gold  Coast. 

.Today,  its  lobby,  rooms,  restaurants, 
and  services  continue  in  this  tradition  of 
grace  and  charm.  Come  visit  The 
Knickerbocker... as  we  carry  on  our 
proud  history. 

At  the  Top  of  the  Magnilicent  Mile, 
Walton  Place  at  North  Michigan  Avenue, 
(800)  621-8140,  (312)751-8100 

l^raWDHbTELS' 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  212-620-2243 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$42  □  3  years  $84  (the  equivalent  of 
one  year  free].  Canadian  orders,  1  year 
$77C,  3  years  $173C.  Orders  for  other 
countries  add  $25  a  year  to  U.S.  rate.  By 
air  to  Europe,  add  $35. 

ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name      (please  print] 


New  Address 


City 


State  Zip 


Date  of  address  change 

F-4826 
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Readers  Say 


Objectionable 

Sir:  Your  Fact  and  Comment  of  Dec. 
30,  1985  asks  "Who  can  object  politi- 
cally and  morally — now  there's  an  in- 
congruous pairing  for  you — to  a  tax 
bill  that  gives  the  wealthiest  the 
smallest  cuts  and  the  middle  class  the 
biggest?"  I  can  object.  A  man  has  a 
moral  right  to  keep  and  dispose  of  the 
wealth  he  produces,  whatever  its 
magnitude.  Under  progressive  tax- 
ation, the  "wealthiest"  must  surren- 
der the  greatest  proportion  of  their 
wealth.  This  is  a  penalty  in  direct 
proportion  to  success  and  represents 
plain  injustice. 
— Richard  M.  Salsman 
Ridgewood,  N.J. 

Sir:  Your  noblesse  oblige  merely  ag- 
gravates the  state  of  affairs  embodied 
in  Senator  Long's  quip:  "Don't  tax 
you,  don't  tax  me,  tax  that  fellow  be- 
hind the  tree." 
— Davis  W.  Nelson 
Pittsburgh,  Pa. 


Paid  in  advance 

Sir:  Re  your  Dec.  16,  1985  article  ask- 
ing "Wonder  why  the  raiders  don't  go 
after  RCA."  I  sold  my  RCA  to  look  for 
more  activity  elsewhere.  Please  don't 
cancel  my  subscription  but  apply  my 
$9,000  loss  to  all  future  issues. 
— Steve  Pinkerton 
Salem,  Ore. 


Junk  stocks 

Sir:  Re  "A  novel  way  to  beat  the  stock 
market"  (Jan.  13).  We  had  a  family 
friend  who  ran  $7,500  in  1933  into 
nearly  $10  million  during  his  life- 
time. We  visited  Bill  in  1956  and, 
when  the  evening  was  over,  I  finally 
asked,  "Of  all  the  remarkable  rules 
you've  given  me  tonight,  what  is  the 
number  one  rule?"  He  said,  "Never 
even  consider  a  stock  for  purchase 
unless  it  is  at  least  on  a  ten-year  low." 
My  clients  own  14  of  your  list  of  "The 
worst." 

— Henry  L.  Scott 
Charleston,  S.C. 


Deadly  caution 

Sir:  Re  your  cover  story  on  the  decline 
of  Howard  Johnson  (Dec.  30,  1985). 
Remember  Sewell  Avery  of  Mont- 


gomery Ward  as  being  too  conserva- 
tive in  the  1930s  and  1940s?  By  con- 
trast, General  Robert  E.  Wood  of  Sears 
told  his  buyers  to  "buy  liberally,  as  we 
are  going  to  open  a  new  store  every  72 
hours." 

At  that  time,  Ward's  cash  flow — in 
the  1930s — was  not  unlike  Howard 
Johnson's  cash  pile  in  the  1970s.  The 
situation  was  similar  to  your  com- 
parison of  Hojo  to  the  Marriott  and 
McDonald's  chains. 


— -Jim  Allison 
Forbes  Park,  Colo. 


Setvell  Aver}' 


Carried  away  by  caution. 


No  saints 

Sir:  You  decry  elected  judges  (Pact  ana] 
Comment,  Dec.  16,  1985).  What  is  the: 
alternative?  Appointment  by  other 
politicians  who  are  indebted  to  "pow- 
er brokers"  and  "dollar  ladlers"? 
—B.J.  White 
Houston,  Tex. 

Sir:  If  you  think  elected  judges  are  so 
bad,  how  would  you  like  to  have  ul- 
traliberal  California  Supreme  Court 
Chief  Justice  Rose  Bird  a  judge  for  life, 
with  no  possibility  of  recalling  her? 
Or  that  fruitcake  in  Vermont  who 
gave  a  murderer  three  years?  From  my 
observations,  judges  aren't  all  incor- 
ruptible, even  when  appointed  for  life. 
— Richard  Lotreck 
Natick,  Mass. 


Don't  count  us  out 

Sir:  Because  Forbes  says  we  let  the 
SEC  contract  "get  away"  ("Indecent 
disclosure,"  Jan.  27)  doesn't  mean 
that  we're  not  alive  and  well  and  serv- 
ing our  customers. 

Bechtel  has,  by  its  own  admission, 
been  late  on  deliveries,  while  Disclo- 
sure has  consistently  adhered  to  its 


CnDDtC    ECDDIUDV  in  1QQA 


published  time  schedules.  Forbes 
quotes  Bechtel's  Frank  Jones  as  saying 
that  Bechtel  will  have  50%  of  the 
market  after  one  year.  Disclosure  is 
experiencing  over  a  97%  renewal  rate 
for  1986. 

Finally,  the  Forbes  headline  is  "In- 
decent disclosure."  Please,  sir,  help 
me  explain  that  to  my  wife. 
—Philip  E.  Hixon 
President, 
Disclosure 
Bethesda,  Md. 


Universal  Rx 

Sir:  Re  your  observation  in  Fact  and 
Comment  II  (Nov.  4,  1985)  concerning 
the  debt  crisis:  "What  debt-strapped 
countries  need  is  healthy  economic 
growth,  growth  that  can  come  only 
with  lower  domestic  tax  rates,  fewer 
regulations  and  less  bureaucratic 
meddling  in  their  economies.  In 
short,  a  dose  of  free  enterprise.  Only 
then  will  they  generate  enough 
wealth  to  service  their  loans." 

Truer  words  have  never  been  spok- 
en, but  why  limit  it  to  other  coun- 
tries? The  same  applies  in  the  U.S. 
— Alan  R.  Tompkins 
Waldport,  Ore. 


Lure  of  lucre 

Sir:  Your  Oct.  28,  1985  issue  focused 
on  the  subject  of  money  in  Thoughts 
on  the  Business  of  Life.  My  daughter 
said  it  in  needlepoint:  "Money  isn't 
everything,  but  it  sure  keeps  the  kids 
in  touch." 
— Ross  N.  Faires 
Oneida,  Tenn. 


They  qualified 

Sir:  By  all  the  criteria — five-year  aver- 
age return  on  equity,  average  annual 
gain  in  earnings,  etc. — enumerated  in 
your  Nov.  4,  1985  article  "The  200 
best  small  companies  in  America," 
Russ  Berrie  &  Co.,  Inc.  merits  inclu- 
sion. Forbes  uses  average  return  on 
equity  for  the  last  five  years  as  the  key 
measure  for  determining  a  company's 
standing  in  the  list.  Russ  Berrie  &  Co., 
Inc.  would  have  placed  ninth  among 
the  200. 

— A.  Curls  Cooke 
Executive  Vice  President, 
Russ  Berrie  &  Co.,  Inc. 
Oakland,  N.J. 

The  company  should  have  been  in- 
cluded on  the  list. — Ed. 
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On  hiring:  "No  one  can  be  right  all  of  the  time,  but  it  helps  to  be  right  most  of  the  time." 
Robert  Half  on  Hiring  by  Robert  Half  (Crown) 


Don't 
settle 
for 
second 
best. 

Using  a  specialist  will  increase  your  success  in 
hiring  accounting,  financial  and  edp  personnel— and 
using  Robert  Half,  the  most  experienced  personnel 
specialist,  will  increase  your  chance  of  success  even 
more.  Here's  why: 

•  You'll  be  getting  highly  personalized  service  from 
professionals  who  understand  your  financial  and 
edp  needs. 

•  You  won't  waste  time  with  unqualified  candidates. 
(We'd  prefer  not  to  fill  the  job,  rather  than  refer 
someone  who  doesn't  fit.) 

•  You'll  have  the  advantage  of  the  resources  of  the 
largest  organization  in  the  financial  and  data  pro- 
cessing personnel  field,  with  offices  on  three 
continents. 

•  You  pay  nothing  unless  we  fill  the  job.  And,  we  back 
each  and  every  placement  with  a  liberal  guarantee. 

Next  time  you're  looking  for  an  accountant,  financial 
or  edp  professional,  call  a  nearby  Robert  Half  office. 
You'll  be  glad  you  did. 


accounting,  financial  and  edp 
personnel  specialists. 


©  19KS  Robert  Half  International  Inc  All  offices  Independently  owned  and  operated 
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Firing  beams  of  light  in  a  never-ending  path  between  ultra-reflective  mirrors. 
Northrop  s  ring  laser  gyroscope.  For  extremely  accurate,  highly  reliable  inertial  guidance. 

NORTHROP 

Making  advanced  technology  work 

1840  Century  Park  East,  Los  Angeles,  CA  90067-2199  USA 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  WAY  THE  KREMLIN'S  FLIPPING  ITS  LID  OVER  "STAR  WARS' 


you  can  know  for  sure  that  Reagan's  on  to  something. 

The  other  day  in  Moscow  a  top  Soviet  expert  declared 
that  our  proposed  way-out  space  defense  would  be 
"useless  junk"  and  that  for  "1%  or  2%"  of  our  cost,  the 
Reds  could  screw  up  the  whole  system  with  dummy 


missiles  and  coated  rockets. 
Who  are  they  kidding? 
Not  Ronnie. 

If  their  claims  were  so,  they'd  try  every  trick  in  the  book 
to  get  us  to  waste  defense  $billions  on  that  "junk." 


BLOOD,  URINE  AND  LIE  DETECTOR  EMPLOYEE  TESTS 

as  a  general  rule  should  be  illegal.  They  are  outrageous  ceptions — i.e.,  in  the  taking  of  drugs  or  in  drunkenness  by 
invasions  of  privacy.  pilots  of  planes  and  train  engineers,  or  in  instances  involv- 

Only  in  exceptional  circumstances  should  there  be  ex-    ing  the  nation's  and  the  public's  safety. 

QUICK  NOW— HOW  MANY  NATIONS  IN  NATO?  IN  THE  U.N.? 


I  don't  know  right  off,  and  the  odds  are  you  don't.  And 
we  can  safely  bet  that  hardly  anyone  in  the  U.S.  Senate 
would  have  an  accurate  instant  answer  either. 

Yet,  because  the  President's  nominee  for  Ambassador 
to  Sweden  didn't,  Senate  Foreign  Relations  Committee 
member  Joseph  Biden  (D-Del.)  blasts,  "I  find  it  difficult 
to  be  sending  an  Ambassador  to  Sweden  who  doesn't 
know  how  many  countries  are  in  NATO."  Somebody 
should  tell  the  Senator  that  Sweden  ain't  a  member 
of  NATO. 

The  point,  though,  that  ought  to  be  made  to  these 
querulously  querying  senatorial  inquisitors  on  presiden- 
tial nominations  is  that  the  prime  requisite  for  a  good 


presidential  appointee  is  not  the  amount  of  information 
minutiae  that  he  has  at  his  tongue's  tip.  What  matters  is 
his  caliber,  his  character,  his  capacity. 

Infinitely  more  important  than  having  an  exact  answer 
to  a  numbers  question  is  how  the  nominee  handled  not 
having  the  specific  figure. 

If  he  stammered,  blushed  and  fumbled  like  a  schoolboy 
caught  out,  that  presents  more  of  a  problem  than  the  lack 
of  a  batch  of  specific  figures. 

Responding  with  rational  reasonableness  and  frankness 
should  far  more  favorably  impress  intelligent  senators 
than  correctly  answering  any  number  of  Trivial  Pursuit 
queries. 


LOUSY  TRANSLATIONS  HOBBLE  THIS  AGE  OF  COMMUNICATION 

Fluency  in  foreign  languages  has  never  been  the  forte  of  the  Georgia  drawler  says  about  the  Maine  twanger  and 

Americans.  If  each  of  our  50  states  spoke  in  50  very  both  say  about  Brooklynese,  the  fact  is,  Americans  can — 

different  tongues,  we'd  have  the  necessity  that  prompts  so  albeit  with  some  effort — communicate, 

many  Europeans  to  master  more  languages.  Despite  what  We've  all  heard  many  and  seen  many  chuckleful  exam- 
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pies  of  awkward-to-backward  English  usage.  Every  land 
has  its  tales  of  well-intentioned  foreigners  butchering  un- 
familiar tongues. 

The  money  lost  through  misleading  or  mistaken  transla- 
tions, though,  isn't  funny.  The  sums  that  could  be  saved  by 
improved  international  business  translations  are  sizable. 

Writes  Richard  Shcrer,  publicizing  a  new  "how  to" 
book*  for  anyone  who  buys  or  sells  abroad — 

"A  German  firm  asks  a  Los  Angeles  supplier:  'Please 
send  me  your  know-how  detailed  and  your  idea  of  price  per 
piece.  If  its  possible,  please  send  me  your  offer  in  German 
(especially  for  this  I  would  be  very  thankful.)' 

"Pepsi-Cola's  advertising  slogan,  'Come  alive  with  the 

'Commercial  Translations:  A  Business-like  Approach  to  Obtaining  Accurate  Trans- 
lations. Americas  Group,  9200  Sunset  Blvd.,  Ste.  404,  Los  Angeles,  Calit  90069,  $1 1.95. 


Pepsi  generation,'  appears  on  Taiwanese  billboards  as 
'Pepsi  will  bring  your  ancestors  back  from  the  dead.' 

"Internationally  traded  goods  represent  18%  of  the  U.S. 
gross  national  product,  but  American  (and  foreign)  busi- 
nessmen are  inexcusably  negligent  in  handling  their  com- 
munications. When  a  misinterpreted  word  or  phrase  can 
mean  millions  of  dollars,  translations  are  often  handled  by 
secretaries  with  dictionaries  or  supply  clerks  who  may 
recall  how  people  talked  in  the  old  country  but  probably 
have  no  idea  of  law,  finance,  or  global  politics.  So  little 
attention  has  been  paid  to  the  subject  of  business  transla- 
tion that  the  Library  of  Congress  does  not  have  a  single 
title  in  the  field." 

Someone  in  any  business  doing  any  business  abroad 
ought  to  look  into  it. 


m 
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THESE  TWO  ADS  PROVE  THAT  IMAGING  A  CORPORATION  IS  AN  ART 

And  to  do  it  well  calls 
for  far  more  brainpower 
than  Sbuck  power.  This 
IBM  message  deserves  to 
be  enshrined  in  the  Uni- 
versity of  Imaging. 

On  four  consecutive 
pages,  IBM  takes  this 
case    history  through 


four  jobs,  and  the  copy  concludes:  "Retraining  has  shown 
us  how  a  company  and  its  employees  can  change  together 
in  a  changing  world.  Above  all,  it  has  shown  us  that  jobs 
may  come  and  go.  But  people  shouldn't."  It  dramatizes 
how  this  great  Giant  keeps  ahead  in  high-tech  change,  and 
how  it  never  loses  sight  of  the  ongoing  value  of  its  invalu- 
able human  resources. 
Who  could  go  past  United  Technologies'  dramatic  illus- 


tration without  reading  the  simple,  straightforward  bit  of 
copy:  "IT'S  A  BREEZE.  Air  travel  to  Paducah  or  Steamboat 
Springs  or  most  cities  large  and  small  is  easier,  thanks  to 
commuter/regional  airlines.  Pratt  &  Whitney  Canada  en- 
gines power  70%  of  the  new  generation  of  commuter 
aircraft.  Pratt  &  Whitney  Canada  is  part  of  United  Tech- 
nologies. So  are  Otis,  Carrier,  Sikorsky  and  Hamilton 
Standard.  Their  names  are  on  the  map,  too." 


FILM  FESTIVALS  ARE  OFTEN  MORE  FAMOUS  FOR  THE  FUROR 


they  arouse  than  for  kudos  they  bestow.  Artists  can  sel- 
dom stand  lying  down  in  the  face  of  others'  rise. 

One  of  the  more  renowned  but  less  temperament-ex- 
ploding among  such  affairs  is  France's  yearly  salute  to 
American  films.  The  Deauville  Film  Festival,  with  its 
hands-across-the-sea  bestowal  of  accolades,  warms  the 
hearts  and  purses  of  those  honored. 

As  an  American  gesture  of  appreciation  for  this  presti- 
gious French  salute  to  U.S.  films,  Forbes  Magazine  pre- 
sents an  award  to  the  French  film  that  makes  the  most 
money  in  America.  Appropriate  for  the  Capitalist  Tool, 
the  winner  isn't  determined  by  vote  of  an  artistic  commit- 
tee but  the  vote  at  the  box  office. 

Said  son  Tim  Forbes,  presenting  the  Steuben  Crystal 
Eagle:  "This  award  is  a  valentine  from  the  American 
public  to  the  French  film  industry.  The  film  is  selected  by 
moviegoers  around  the  country  voting  with  their  pocket- 


books.  A  film  truly  earns  this  award.  A  Sunday  in  the 
Country,  directed  by  Bertrand  Tavernier,  became  the  larg- 
est-grossing French  film  in  America.  A  Sunday  in  the 
Country  is  a  lyrical,  touching  and  very  wise  portrait  of  an 
old  man  in  his  struggle  to  overcome  complacency  and  get 
back  in  touch  with  the  spark  of  life. 

"We  thought  it  most  fitting  to  acknowledge  the  impor- 
tance of  French  film  in  America.  Within  the  filmmaking 
community,  in  major  cities  and  on  college  campuses,  its 
influence  has  been  and  remains  enormous. 

"France  is  the  home  of  the  'auteur  theory'  of  filmmak- 
ing. Directors  here  have  long  received  their  due.  Great 
producers,  perhaps,  are  not  as  widely  acknowledged  for 
their  role  here  as  they  are  in  America.  It  is  another  aspect 
of  the  Forbes  Award  that  it  is  a  producer's  award.  And 
Alain  Sarde  is  certainly  one  of  the  most  dynamic  and 
prolific  of  France's  new  generation  of  producers." 
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THE  PAPER  THAT  DID  THE  DEED 

but,  unfortunately,  not  an  inch  of  turf  came 
with  it. 

On  the  basis  of  possessing  England's  King 
Charles  II's  signed  document  taking  "possession 
of  the  place  in  the  West  Indies  called  by  the 
Dutch  New  Netherlands  but  by  our  subjects 
New  York,"  can  Forbes  claim  anything  from  a 
sliver  to  the  whole?  Surely  in  this  litigious  era 
there's  one  among  the  growing  surfeit  of  lawyers 
who  can  enable  us  to  do  something  with  this 
extraordinary  Order  other  than  to  display  it. 

We'd  be  quite  willing  to  share  a  courtly 
percent  of  any  kingly  settlement. 


ONE  EVENING  ON  NBC'S  WEATHER  REPORT 

the  spritely  Al  Roker's  voice  intended  to  say,  "It's  dismal  and  drizzling." 

What  came  out  was,  "It's  drizmal." 

Which  is  a  first-rate  word  and  a  better  way  to  say  it. 


EYES  OFTEN  REVEAL  MORE 

than  the  tongue. 


WHAT'S  IN  A  SOUL 

a  face  reflects. 


BOOKS 


#  Lake  Wobegon  Days — by  Garrison 
Keillor  (Viking,  $17.95).  Parody, 
sometimes  gentle,  mostly  full  of  hu- 
morous bite,  plucks  chords  of  recogni- 
tion for  everyone  who's  at  all  familiar 
with  our  Midwest  past.  It  should  put 
an  end  to  the  endless  genre  of  novels, 
movies,  plays  and  TV  serials  on  that 
great  area's  opening  up,  and  what  it  was  like  later  growing 
up  there.  Mr.  Keillor  does  go  on  sometimes,  and  we  nod  a 
bit,  just  at  the  moments  he  describes  himself  doing  the 
same.  The  chapter  on  Fall  is  a  special  delight.  This  book  of 
Days  is  a  credit  to  the  top  of  the  bestseller  list. 

Excerpts:  fim  believed  that  God  sort  of  generally  watched 
over  the  world  but  didn 't  try  to  oversee  every  single  detail. 
He  said  that,  for  example,  when  you're  born,  you  could  be 
born  American  or  Chinese  or  Russian  or  African,  depend- 
ing. In  heaven  are  millions  of  souls  lined  up  waiting  to  be 
born,  and  when  it's  your  turn,  you  go  down  the  chute  like 
a  gumball  to  whoever  put  the  penny  in  the  slot.  You  were 
born  to  your  parents  because,  when  they  Did  It,  you  were 
next  in  line.  Two  seconds  later  and  you  could  have  been  a 
feeb.  Or  a  Communist.  "It's  just  pure  luck  we're  Ameri- 
cans," he  said.  .  .  .  Buster  died  in  his  sleep.  I  missed  that 
old  dog  a  lot.  He  was  steadfast,  of  course,  as  all  dogs  are, 
and  let  nothing  come  between  us  or  dim  his  foolish 
affection  for  me.  Even  after  his  arthritis  got  bad,  he  still 
struggled  to  his  feet  when  I  came  home.  I  seemed  to  fulfill 
his  life  in  some  way,  and  even  more  so  in  his  dotage  than 
in  bygone  days  when  he  could  chase  rabbits.  He  was  so 
excited  to  see  me,  and  I  missed  that;  I  certainly  didn't 
excite  anyone  else. 


Alan  King  art 
Mimi  Sheraton 


Is  Salami  and  Eggs  Better  Than 
Sex? — by  Alan  King  and  Mimi  Shera- 
ton (Little,  Brown  &  Co.,  $15.95).  The 
collaboration  of  Mimi  Sheraton  with 
the  razor-bladed  persona  of  Alan  King 
is  as  unlikely  a  combination  as  some 
dishes  here  described. 

Excerpts:  Although  I  was  a  child  of 
the  Depression,  I  never  knew  we  were  poor  until  I  got  rich. 
We  were  on  what  was  then  called  "relief,"  a  better  word 
than  welfare  because  it  sounds  like  temporary  help.  Wel- 
fare sounds  as  though  it's  good  for  you.  .  .  .  My  mother 
would  yell,  "You  should  learn  a  trade."  To  that  my  father 
would  answer,  "Good  idea!  Then  we'll  know  exactly 
what  kind  of  work  he's  out  of."  .  .  .  My  job  was  at  the  New 
Prospect  Inn.  The  single  biggest  activity  up  there  was  not 
swimming,  tennis  or  handball  but  eating.  When  a  waiter 
put  down  the  breakfast  menu,  guests  would  look  it  over 
and  say,  "Fine!  I'll  have  it."  It  was  never  "either/or,"  or 
"choice  of."  They  had  the  whole  thing,  "fust  for  a  taste" 
was  the  big  line.  At  dinner  they'd  say,  "All  right.  You'll 
bring  me  the  pot  roast  and  then  a  small  veal  cutlet  on  the 
side.  Just  for  a  taste."  Who  ever  heard  of  a  side  order  of 
veal  cutlet! .  .  .  Food  on  a  plane.  They  describe  it  all  in 
fancy  language  and  it  sounds  so  good  you  want  to  eat  the 
menu.  But  generally  the  meals  served  on  airlines  should 
be  classified  as  moving  violations.  The  stewardess  could 
suggest  that  passengers  throw  the  food  directly  into  those 
little  white  paper  bags  before  eating  it.  The  problem  is 
that  they  try  to  do  what  they  can't  possibly  do  well.  All 
that  overcooked  meat  and  thick  gravy  and  powdered 
mashed  potatoes  and  soggy  vegetables.  And  the  list  of 
ingredients  on  the  salad  dressing  packet  sounds  more  like 
a  prescription  than  a  recipe. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind.  -.MSF 


Not  Ordained 

There  are  too  many  guys  in  our  field 
who  think  the  only  thing  in  the  Con- 
stitution is  the  First  Amendment  and 
that  nobody  else  has  rights  except 
newspeople — which  is  ridiculous. 
Newspeople  have  to  stop  going  around 
acting  like  they're  something  special. 
Most  of  them  don't  act  like  they  were 
hired,  they  act  like  they  were  ordained. 
— Don  Hewitt,  producer  of  CBS' 
60  Minutes,  in  W 


Illegal  Poor  Make  It 

In  the  U.S.  today,  only  the  illegal 
poor — aliens  who  do  not  qualify  for 
the  government's  transfer  and  welfare 
programs— are  consistently  able  to 
work  themselves  out  of  poverty. 

— Paul  Craig  Roberts,  Professor  of 
Political  Economy,  Georgetown 
University,  Business  Week 

Proust  to  Broker 

"I  ran  into  Henri  de  Rothschild  the 
other  day  and  he  says  Royal  Dutch  is 
about  to  merge  with  something 
called  Shell  Trading,"  Marcel  Proust 
wrote  in  1908  to  his  Paris  broker, 
Lionel  Hauser,  who  represented  the 
German  House  of  Warburg  and  the 
American  firm  of  Kuhn,  Loeb.  "He 
says  it  is  a  marvelous  buy.  .  .  .  Do 
you  agree?" 

In  early  1909  he  wrote:  "I'm  sure 
I'm  more  demanding  than  your  larg- 
er clients  and  I  really  try  not  to 
bother  you.  But  I  cannot  understand 

Pepper  . .  .  and  Salt 


a  word  that  the  House  of  Warburg 
writes.  Try  to  get  them  to  write  me 
in  French.  I  only  understand  enough 
to  know  they  want  an  answer  but  an 
answer  to  what?  And  I  don't  want 
them  to  consider  me  impolite."  Lat- 
er, when  the  firm  began  writing  him 
in  French,  he  complained  that  its 
French  was  worse  than  its  German. 
— Lillian  Friedman,  New  York  Times 

Cruel  Support 

Katharine  Hepburn,  75,  who  advo- 
cates the  right  of  the  terminally  ill  to 
refuse  life  support:  "If  my  own  moth- 
er had  been  desperately  ill  and  at- 
tached to  a  lot  of  humiliating  ma- 
chines, I  think  I  would  have  shot  her." 

— Time 

Dense "Cap" 

Remember  the  Dense  Pack  basing 
mode?  That  was  Caspar  Weinberger's 
brilliant  solution  to  the  alleged  vul- 
nerability of  the  MXs  he  wanted  to 
build.  The  genius  of  Dense  Pack  was  to 
group  all  the  MXs  into  one  big  missile 
field  on  the  untested  theory  that  hun- 
dreds of  Soviet  warheads  targeted  on 
this  concentration  would  crash  to- 
gether in  midair  over  the  target  and 
blow  themselves  up  by  "fratricide," 
leaving  the  MXs  totally  untouched. 

If  Congress  could  listen  to  Wein- 
berger propose  spending  billions  of 
dollars  for  this  mad-as-a-hatter 
scheme  without  having  him  medicat- 
ed, I  could  certainly  listen  to  Donald 


7  put  vodka  in  the  birdbath  so  the  water  doesn't 
freeze  on  the  poor  little  dears." 


Trump's  plan  to  halt  nuclear  weapons 
spread,  and  take  it  seriously. 

— interview  of  Donald  Trump 
by  Ron  Rosenbaum,  Manhattan,  inc; 

Love  in  Russia 

"Is  it  hard  to  meet  girls  in  Russia?" 
we  asked. 

"No,  meeting  is  easy,"  |Russian 
artist  Vitaly)  Komar  said.  "But  to  be 
alone  with  is  very  hard.  Everybody 
has  many  roommates,  so  in  summer 
you  can  take  trains  and  go  out  tc 
parks,  which  all  belong  to  the  peo- 
ple, of  course.  In  summer,  all  forests 
are  full  of  lovers.  But  in  wintertime 
it  is  difficult.  I  will  say  it  is  fact  that 
every  Russian  at  least  once  has  made 
love  in  the  snow." 

— The  New  Yorker 


If  you  do  not  know  where 
you  are  going,  every  road 
will  get  you  nowhere. 

— Henry  Kissinger 


Movie  Business 

As  major  American  industries  go, 
the  movie  industry  has  little  effect  on 
the  overall  economy.  It  employs  only 
about  200,000  people,  from  Sylvester 
Stallone  to  the  high  school  student 
who  tears  your  ticket  at  the  door.  By 
comparison,  the  automobile  industry 
employs  nearly  3  million. 

— Timothy  Noah, 
Washington  Monthly 

Tennis  Throw  up 

Personally,  I  start  off  every  year  im- 
pressed by  the  BBC  announcers,  who, 
if  nothing  else,  sound  so  much  more 
articulate  than  the  run-of-the-mill 
mike-jockey  who  doesn't  know  a  dan- 
gling participle  from  a  passing  shot. 
But  after  a  few  days  I  grow  weary  of 
their  unctuous  solemnity,  which  sug- 
gests they  are  covering  a  state  funeral 
instead  of  a  tennis  tournament. 

Turgid  patches  [of  televised  tennis 
tournaments]  are  enlivened  only  by 
unintentional  howlers,  such  as  [Dan) 
Maskell's  analysis  of  a  service  toss 
which  made  McEnroe  sound  like  a 
victim  of  intestinal  virus.  "John's 
throw-up  has  been  very  bad  all  day." 
Last  year  the  depth  of  Bjorn  Borg's 
groundstrokes  seemed  to  prompt  an 
anatomical  report:  "Borg  has  aston- 
ished the  crowd  on  Centre  Court  with 
a  display  of  his  enormous  length." 

—Michael  Mewshaw,  Short  Circuit 
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"One  either  meets  or  one  works.  One  cannot  do  both 
at  the  same  time. " 

—  Peter  Drucker, 
The  Effective  Executive 

Cancel  the  meeting 


Until  you  get  an  OKI  COPYBOARD 


TM 


It's  no  news  that  meetings  take  time.  And 
waste  it.  But  a  new  poll  shows  just  how 
much.  It  estimates  that  the  average  ex- 
ecutive spends  the  equivalent  of  21  work 
weeks  a  year  in  meetings  —  and  that  a  full 
six  of  those  weeks  are  wasted. 
It's  enough  to  make  you  want  to  do 
something  about  it.  So  we  have  —  with  the 
OKI  COPYBOARD,  a  fiendishly  simple 
executive  tool  that  can  help  you  cut  out  the 
"follow-up"  meetings  that  so  many 
meetings  generate. 
The  OKI  COPYBOARD  is  more  than 
just  a  whiteboard.  With  the  push  of  a 
button,  it  lets  you  make  and  hand  out  up 
i   to  99  copies  (8V6 "  x  11 ")  of  whatever  you 
p  write  on  it.  In  other  words,  it  lets  everyone 
leave  the  meeting  with  the  same  set  of 
:iotes,  with  the  same  clear  understanding  of 
what  to  do  next. 
And  what  to  do 
next,  of  course, 
isn't  to  have 
another  meeting. 
It's  something 
called  work. 


"he  OKI  COPYBOARD  is  available  in  two 
ortable  sizes.  The  larger  is  ideal  for  conferences 
nd  has  a  panel  size  of  36"  x  51".  The  smaller 
as  a  panel  size  of  35"  x  25"  and  is  perfect  for 
n  executive  office;  it  can  be  used  horizontally  or 
ertically;  it  is  available  with  an  optional  trans- 
arent  acetate  carrier  that  lets  you  copy,  modify, 
r  highlight  an  existing  document  by  simply 
Tiling  on  the  acetate. 
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OKIDA1A* 

an  OKI  AMERICA  company 

Office  Products  Division 

CANCEL  EVERYTHING  UNTIL  YOU'VE  SEEN 
THE  OKI  COPYBOARD!  For  your  FREE, 
no-obligation  demonstration,  return  this  coupon  or 
call  toll-free  1-800-OKI-COPY. 

Name  Title  

Company   

Address   

City   State  Zip  

Phone (  )   


IsThere  A  Doctor 
InThe  House? 


If  you  had  needed 
orthopedic  surgery  early  last 
summer,  upstate  New  York  was 
not  the  place  to  be. 

With  over  sixty  specialists 
registered  in  two  populous 
counties,  less  than  a  handful 
would  perform  surgery. 

The  reason:  massive 
malpractice  insurance  premium 
increases. 

These  increases  caused 
some  doctors  to  switch  from 
suit-prone  practices  to  lower- 
risk  practices.  Other  specialists 
opted  for  early  retirement. 

New  York's  physicians 
aren't  the  only  ones  that  are 
beleaguered.  American  Medical 
Association  data  indicate  nearly 
a  quarter  of  the  nation's  doctors 
have  been  sued.  The  figure  leaps 
\  ty  percent  for  obstetricians. 


The  malpractice  crisis 
mirrors  many  difficulties  that 
corporate  America  is  having 
with  its  own  coverages.  The 
problems  are  being  driven  by 
plaintiff  zeal  to  hit  it  big  in  the 
litigation  lottery." 

Courts  continue  to 
expand  the  definition  of  liability, 
edging  it  ever  closer  to  absolute. 

Juries  have  tripled  their 
awards  in  just  one  decade.  Last 
year,  product  liability  awards 
averaged  $1,070,000.' 

Rampant  law  suits  and 
megadollar  awards  are  driving 
insurance  costs  up  and  insurers 
away. 

As  a  result,  there  is  far  less 
coverage  available  today,  and  it 
costs  far  more. 

That's  why  companies 
cannot  easily  find  liability 


coverage  for  their  directors  anc 
officers.  And  why  companies  ar 
worried  about  surv  ival  in  the 
absence  of  critical  coverages. 
And  why  many  doctors  are 
wondering  if  they  can  continut 
in  practice. 

In  our  view,  it  is  time  for 
court  reform.  Legislators  must 
understand  that,  in  the  end,  it  L 
the  public  who  pays  for  a  legal 
system  that  confuses  extravagar 
"rewards"  with  legitimate  award 

We  must  encourage  our 
lawmakers  to  act. 


JOHNSON 
J&]_[IGGIN5 

Consulting  on  a  lot  more  than  lasuram 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


PENTAGON 

The  Defense  Department  opposes  U.S.  retaliation  against 
Libya  and  others  who  instigate  terrorist  attacks,  citing  such 
rationales  as  possibly  hurting  innocent  civilians. 

There  is  perhaps  another  reason  the  Pentagon  is  playing 
dove  on  this  issue.  Washington's  uniformed  bureaucrats 
must  be  aware  that  our  ability  to  carry  out  such  an  oper- 
ation is  frighteningly  limited. 

We  have  the  men.  We  have  the  weapons.  We  have  the 
transport.  The  Pentagon  as  now  constituted,  however,  is 
incapable  of  putting  all  this  together  in  a  coherent,  deci- 
sive way  to  carry  out  specific  missions. 

Look  at  the  air  raid  we  tried  two  years  ago  to  punish 
guerrillas  in  Lebanon  for  murdering  our  Marines.  The 
I  effort  was  a  flop;  these  gangsters  shot  down  two  of  our 


PARALYSIS 

aircraft  and  damaged  others.  What  went  wrong?  The  idea 
for  this  punitive  strike  had  to  go  through  the  Pentagon's 
labyrinth  of  committees  and  checkpoints.  End  result:  a 
plan  that  sent  aircraft  up  at  the  wrong  time  (daylight 
instead  of  dark)  and  at  the  wrong  altitude.  They  became 
easy  targets  for  the  guerrillas'  SAM-7  and  SAM-9  missiles. 

This  failure  is  part  of  a  long-standing  pattern:  the  high 
loss  of  life  in  the  Mayaguez  rescue  mission  in  1975;  the 
Desert  1  fiasco  in  Iran;  not  to  mention  our  incoherent  and 
futile  strategies  in  Vietnam.  Even  Grenada  came  perilous- 
ly close  to  being  a  bloody  disaster. 

The  Pentagon  is  muscle-bound.  It  shuns  simplicity  and 
ignores  elementary  rules  of  combat.  That  state  of  affairs,  if 
you  think  about  it,  is  as  terrifying  as  Qaddafi's  thugs. 


INVESTOR  OPPORTUNITY 


Manufacturing  America  is  on  the  mend.  Their  stocks 
will  lead  the  market  in  performance.  Costs  have  been 
slashed;  factories  have  been  modernized.  With  the  dollar 
down,  with  the  U.S.  economy  stronger  than  most  econo- 
mists realize,  many  of  these  companies  will  report  sharply 
higher  profits  in  1986. 

One  example  of  many  is  Phelps  Dodge  (Forbes,  Dec. 
30,  1985).  By  traditional  yardsticks,  this  major  copper 
producer  should  have  been  in  the  corporate  graveyard  by 


now.  Prices  for  the  red  metal  collapsed  several  years  ago. 
Third  World  countries  ran  their  mines  full  tilt,  willing  to 
sell  their  output  at  any  price  in  order  to  get  dollars. 
Phelps  Dodge  ruthlessly  pared  expenses;  it  underwent  a 
bitter  strike  to  reduce  labor  costs.  Copper  is  still  de- 
pressed, but  PD  is  now  showing  a  profit. 

This  story  will  be  repeated  again  and  again  over  the  next 
six  months  in  steel,  computers  (they're  manufacturers, 
too),  chemicals,  autos,  etc. 


NICARAGUA 


The  Reagan  Administration  has  decided  to  ask  Congress 
to  provide  $90  million  to  $100  million  of  military  aid  for 
the  guerrillas  battling  Nicaragua's  Communist  regime. 
Congress  should  respond  positively;  it  has  limited  help  to 
these  so-called  Contras  to  humanitarian  items,  such  as 
food,  clothes  and  medicine. 

Properly  armed,  the  Contras  could  bring  down  this  Cas- 
troite  outpost  in  Central  America.  By  all  accounts,  Nicara- 
gua is  crumbling.  The  economy  is  a  shambles.  Popular 
discontent  is  rising.  The  regime  is  forced  to  resort  to  more 
and  more  repressive  measures  to  stay  in  power.  The  San- 
dinistas have  lost  the  support  and  admiration  they  had 
'won  in  Latin  America  when  they  took  power  six  years  ago. 
Their  miserable  performance  has  overshadowed  the  attrac- 


tiveness of  their  anti-Americanism. 

Colombia,  which  along  with  Mexico,  Panama  and 
Venezuela  was  once  lecturing  the  U.S.  against  "interfer- 
ing," is  now  on  the  verge  of  breaking  relations  with 
Nicaragua  because  it  financed  the  terrorists  who  made 
the  bloody  attack  on  the  Supreme  Court  building  in 
Bogota. 

The  Sandinistas'  isolation  underlines  the  extraordinary 
turn  of  events  in  Central  America  and  South  America  in 
recent  years.  Never  have  so  many  of  these  countries  simul- 
taneously had  democratic  governments.  Brazil,  Argentina, 
Peru,  Guatemala  and  others  have  been  or  are  making  this 
delicate  transition,  a  transition  made  especially  difficult 
by  a  hostile  economic  environment. 
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As  you're  aware,  the  world  is  under 
no  obligation  to  make  you  rich. 

That's  entirely  voluntary.  Which 
explains  why  so  many  such  volunteers 
make  weekend  pilgrimages  to  their 
newsstands  and  Barron's. 

Every  week,  Barron's  provides  what 
the  world  doesn't:  a  manageable  and 
eminently  readable  digest  of  the 
information  you  need  to  make  intelli- 
gent investment  decisions. 

Information  in  the  form  of  several 
dozen  pages  of  vital  market  statis- 
tics—a sort  of  personal  data  bank  with 
virtually  no  limit  on  withdrawals. 

*TN  THH  CO-TtNtXTAL  US  ON!*  C 1986  DO*  IOKES  4  OOMMflC  INC 


Information  in  the  form  of  reports 
on  undiscovered  or  sometimes  over- 
looked companies— a  sort  of  personal 
research  department  for  those  who 
base  decisions  on  fact  instead  of 
guesswork. 

We  publish  interviews  with  those 
who've  picked  stocks  and  called  mar- 
ket turns  with  a  degree  of  success 
unexplainable  by  coincidence.  And 
many  other  features  with  a  bias 
toward  the  usable  over  the  purely 
theoretical. 

That's  what  sets  Barron's  apart.  In 
a  world  of  publications  devoted  to 


the  vicarious  enjoyment  of  wealth, 
Barron's  is  for  those  who  go  out  and 
actively  seek  it. 

^ibu  can  do  the  same  at  a  newsstand 
this  weekend.  Or  subscribe  bv  calling* 
1-800-345-8000,  Ext.  187. 
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HOW  THE  SMART  MONEY 
GETS  THAT  WAY. 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Promises  unkept 
and  opportunity 
knocking 


Layoffs  aren't 
the  only  answer 
in  a  pinch 


"What  do  you  do 
for  an  encore?" 


PRODUCTIVE  THOUGHTS  ON  PRODUCTIVITY 

Productivity  growth  has  slowed  to  an  unpromising  1%  or  so 
annual  rate.  That's  depressing,  but  productivity  in  1983  and  1984  was 
above  the  3%  rate  that  typically  follows  an  economic  recovery. 

Capacity  exists  to  sustain  faster  economic  growth  (factory  use  is  now 
around  an  80%  rate),  which  would  boost  productivity.  And  factors  that 
were  depressants  in  the  Seventies,  moreover,  should  now  help.  Rising 
energy  prices  that  hurt  productivity  are  falling.  The  rush  of  untrained 
young  folk  and  women  into  the  labor  force  has  ended. 

Still  to  come  is  the  anticipated  productivity  boost  from  recent  invest- 
ment in  computers  and  robots.  The  slow  payoff  here  may  explain  why 
U.S.  performance  has  lagged  Japan's  and  West  Germany's. 

A  KNEE-JERK  REACTION  OF  MUCH  OF  U.S.  MANAGEMENT  facing  a  down- 
turn is  to  lay  off  workers.  "It's  an  absolute  turnoff,"  says  Sheldon 
Weinig,  president  and  chief  executive  officer  of  Materials  Research 
Corp.  of  Orangeburg,  N.Y.,  a  supplier  to  the  semiconductor  industry. 
Weinig  has  taken  another  route — employment  security. 

It's  not  a  guarantee  of  the  same  job,  just  some  job.  And  workers  have  to 
be  flexible:  "Whatever  the  company  needs  them  to  do,  whatever  shift, 
including,  if  necessary,  jobs  like  lawn-keeping." 

It's  American- style  job  security,  however.  "We  fire  people  if  they  don't 
fit,"  says  Weinig,  explaining  that  total  job  security  would  soon  lead  to 
mediocrity — and  mediocre  productivity.  Weinig  also  uses  things  like 
education  to  breed  commitment,  on  a  "you  pass,  we  pay"  basis.  It's 
mental  gymnastics  as  against  aerobics,  he  says.  And  even  in  bad  times 
salary  raises  should  be  paid  to  the  deserving. 

Fixing  the  "we"  versus  "they"  thing  is  helped  through  a  benefits 
package  that  includes  discounted  stock  ownership  for  all.  But,  he 
points  out,  the  U.S.  annual  two-weeks'  bonus  (or  4%  of  pay)  gives  less 
leverage  than  the  one  month  in  six  (or  14%)  he  pays  at  his  plant  in 
Japan.  Perhaps  that's  a  reason  only  7%  of  U.S.  workers  believe  produc- 
tivity directly  affects  their  wallets,  as  against  40%  of  Japanese  workers. 

It's  easy  to  be  skeptical.  Labor  efficiency  is  just  one  item  among 
many  that  affects  productivity,  cautions  John  Kendrick,  economics 
professor  at  George  Washington  University.  While  bad  labor  relations 
hurt,  improving  them  is  a  one-time  thing:  "What  do  you  do  for  an 
encore?"  asks  Kendrick.  It's  investment  that  makes  the  difference. 

Japan's  higher  productivity  growth  has  two  main  origins:  their  greater 
investment  and  the  fact  that,  in  general,  the  Japanese  are  still  catching 
up,  with  average  output  per  worker  of  just  70%  of  U.S.  levels. 

But  Weinig's  view  shouldn't  be  dismissed.  No  layoffs  is  part  of  IBM's 
exceptional  performance.  And  while  Weinig's  company  doesn't  make 
extraordinary  profits,  it  made  money  ($2.56  million  on  $104.3  million 
sales  in  1985,  following  $3.8  million  on  $96.6  million  sales  in  1984) 
when  most  of  electronics  was  in  the  red  and  laying  off  even  graduates. 
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The  Forbes  Index 
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Crossroads.  The  Forbes  Index  climbed  0.8%,  to  a  new 
high.  The  stimulative  effects  of  a  weaker  dollar  seem  to  be 
taking  hold.  Industrial  production  and  retail  sales  went  up 
0.7%  and  1.9%,  respectively,  over  the  previous  reporting 
period.  This  was  the  largest  month-to-month  increase  in 
industrial  production  since  last  August. 
Latest  monthly  figures  show  a  rise  of  0.9%  in  consumer 


•preliminary  trevised 

debt,  to  $536  billion,  which  puts  it  at  19.7%  of  disposable 
income,  an  alltime  high.  Inflation  remains  at  a  reassuring 
3.1%  annual  rate.  Two  components  prevented  the  Forbes 
Index  from  moving  even  higher:  New  housing  starts 
dropped  5.1%,  in  spite  of  long-term  mortgage  rates  drop- 
ping almost  into  single-digit  territory,  and  new  unemploy- 
ment claims  jumped  1.7%. 


The  Forbes  Index  C  omponents 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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~)wight  Knott, 
iun  Company  manager 
)t  the  Big  Horn  Ranch 
\nd  Reclamation 
Research  Center. 


5UN,  COAL  AND  CATTLE.  Powder  River  Basin  has  been  called  cattle  country 
md  coal  country.  And  a  lot  of  people  call  it  home.  People  like  Dwight  Knott. 

"I've  got  a  special  reason  to  love  Wyoming.  My  family  homesteaded  this 
and.  So  when  Sun  Company  came  here  to  build  the  Cordero  coal  mine  we  won- 
iered  about  the  future  of  the  land.  And  the  cattle. 

"But  Sun  also  started  a  Land  Reclamation  and  Research  Center.  Today  our 
experiments  are  making  sure  the  land  and  cattle  are  in  better  shape  than  ever. 

"I  run  the  place.  So  I'm  part  of  Sun's  future.  And  Wyoming's." 

At  Sun  we  think  putting  our  energy  back  into  the  land  is  just  as  important 
is  getting  it  out. 


you 

NT  FLY 

US  FOR 
OUR  PRICES 

FLY  US 
FOR  OUR 
FRILLS. 


WE'RE  SMART  ENOUGH 
TO  KNOW  YOU'RE  SMART. 


If  all  we  offered 
was  low  price,  we  wouldn't 
be  talking  to  a  sophisticated  flyer  like 
you.  But  unlikely  as  it  sounds,  with  People  Express, 
you  don't  get  less  frills— you  get  more  frills. 
The  frills  you  really  want: 

YOU'RE  ATTENDED  TO  BY  THE  PEOPLE  WHO 
CARE  MOST:  THE  OWNERS. 

Each  and  every  full-time  member  of 
our  organization  is  a  stockholder— with 
an  average  investment  of  more  than 
$20,000.  So  an  owner  is  never  more  than 
a  few  steps  away.  That  kind  of  dedica- 
tion is  hard  to  find  at  any  price— much 
less  ours.  And  it  results  in  the  first  airline 
where  attitude  is  as  important  as  altitude. 

BOEING  JETS  THE  WAY  THEY 
SHOULD  BE:  SPARKLING  CLEAN. 

Our  fleet  is  made  up  of  Boeing  727  737  and 
747  jets.  The  finest  equipment  in  the  air. 

Furthermore,  our  planes  are  shining  clean  on 
the  outside.  And  you  won't  find  a  coffee  stain  on 
your  tray  table  or  somebody  else's  newspaper  in 
your  seat  pocket. 

At  People  Express,  we  believe  no  matter 
what  you  pay,  everyone  is  entitled  to  the  dignity 
of  a  clean  airplane. 

A  SCHEDULE  LIKE  YOURS  DESERVES 
 A  SCHEDULE  LIKE  OURS.  

People  Express  has  more  flights  out  of  New 
York  than  any  other  airline.  Over  200  non  stops 
daily.  In  fact,  now  that  we've  teamed  with 
Frontier  Airlines,  you  can  fly  to  over  100  cities 
coast  to  coast.  In  addition  to  Canada  and 
Europe.  With  a  schedule  like  ours,  People  Express 
flies  everywhere  that's  anywhere.  And  often. 

YOU  PAY  FOR  COFFEE.  BUT 
IT'S  A  GOOD  CUP  OF  COFFEE. 

At  People  Express,  the  extras 
aren't  included  in  your  ticket  price. 
Bf  That  helps  us  to  offer  you  these 
low  prices. 

It  also  helps  us  to  offer  you 
fresh  brewed  Colombian  coffee 
instead  of  warmed-over 
instant.  Beverages  like  Coca-Cola, 
Michelob  and  Tanqueray.  And  on  our  Premium 
Class  flights,  Dom  Perignon  for  $45  a  bottle.  Not  to 
mention  snacks  (and  meals  on  747  flights)  of  the 
highest  qualify  instead  of  just  passable  quality 

At  People  Express  you  not  only  can  be  confi- 
dent about  what  you're  paying,  you  can  also  be 
confident  about  what  you're  eating  and  drinking. 


On  an  ordinary  airline,  because  the  "extras" 
are  included  in  the  price  of  your  ticket,  you  pay  for 
a  snack,  even  if  you're  not  hungry. 

And  you  pay  for  checking  your  baggage, 
even  if  you  don't  have  any. 

At  People  Express,  you  only  pay  for  the  lug- 
gage you  want  to  check,  the  snacks  you  want  to 
snack  and  the  drinks  you  want  to  drink.  Decisions 
we  think  you  should  make.  Not  us. 

We  also  think  you  should  be  free  to  leave 
when  you  want,  book  your  flight  when  you  want, 
and  stay  as  long  as  you  want.  Without 
being  penalized.  So  we've  eliminated 
the  usual  airline  restrictions.  We  simply 
have  peak  and  off  peak  prices. 

And  even  though  we  offer  the 
convenience  of  making  a  reservation, 
you  don't  pay  until  you're  on  the  plane. 
That  way,  if  for  some  reason  you  have 
to  cancel,  the  money  is  still  in  your 
pocket.  Not  ours.  

MAKE  A  RESERVATION 
 WITHOUT  SAYING  A  WORD.  

We've  just  introduced  the  most  exciting  reser- 
vation system  in  the  world.  It's  called  Pick  Up  8c  Go™ 

With  this  computerized  reservations  system, 
you  make  your  reservation  by  simply  pushing  the 
buttons  on  any  standard  touch-tone  telephone. 

And  in  addition  to  not  saying  a  word,  you 
needn't  spend  a  penny.  Because  it's  an  800  num- 
ber,  1  (800)  445-9494,  Pick  Up  8c  Go  is  a  free  call. 

IN  THE  FUTURE,  THE  MOST  COMFORTABLE 
AIRLINE  TERMINAL  IN  THE  WORLD. 

People 
Express  is 
constructing 
the  most 
convenient, 
most  modern, 
most  exciting 
airline  terminal 
in  the  world— 

The  People  Express  Terminal  (formerly  Terminal  C) 
at  Newark  Airport.  With  41  gates,  it  will  be  larger 
than  all  of  LaGuardia  Airport. 

With  most  things,  you  like  either  the  price  or 
the  frills.  With  People  Express  you  like  the 
price  and  the  frills. 

PEOPLExpress 

FLY  SMART 

Call  your  travel  agent  or  the  local  People  Express  reservations  number  For  Pick 
Up  &  Go  reservations  call  1  (800)  445-9494  or  tor  a  tree  Pick  Up  &  Go  brochure 
write.  People  Express  Airlines.  Sales  &  Distribution.  146  Haynes  Ave.  Newark.  NJ. 
07114  For  Premium  Class  reservations  call  1  (800)  344-4000. 
©  1985  People  Express  Airlines. 


Forbes 


Popular  myth:  If  the  stock  market  can  drop  15  points  just  because 
of  trouble  in  oil  prices,  then  it  must  be  a  dangerous  place  to 
invest.  Reality:  The  market  is  safer  than  it  used  to  be. 

Is  the  market 
more  volatile?  No 


ing  the  39-point  fall  on  Jan.  8,  topped 
by  a  15-point  fall  when  oil  pricesi 
cracked  on  Jan.  21.  Only  it  isn't  so. 

The  truth  is  that  the  stock  market 
is  getting  less  turbulent.  As  for  those 
infamous  arbitragers  and  institutions, 
they  are  in  all  likelihood  benefiting 
the  small  investor. 

Measured  objectively,  not  by  head- 
line size,  market  volatility  has  beeni 
abnormally  low  of  late,  says  Salomon 
Brothers  physicist  Nicholas  Hanson. 
(Why  would  a  physicist  work  on  Wall 
Street?  The  mathematical  connec- 
tions between  the  disciplines  are 
close.  The  differential  equation  that 
describes  heat  flow,  for  example,  also 
describes  stock  prices.)  "We  tried  to 
look  at  this  thing  in  as  many  different 
ways  as  is  possible,"  says  Hanson. 
"No  way  could  we  come  to  the  con- 
clusion that  the  markets  are  getting 
more  volatile." 

Hanson's  results  are  shown  in  the 
chart.  Only  rarely  in  the  past  15  years 
has  volatility  topped  its  long-run  av- 
erage (since  good  data  began  in  1926) 
of  about  20%  on  an  annualized  basis. 
In  the  last  quarter  of  1985  volatility 
was  at  10%.  First-quarter  1986  may, 
of  course,  come  in  higher,  but  one  39- 
point  day  by  itself  isn't  going  to  add 
much  to  the  total. 

You  don't  have  to  take  Salomon's 
word  for  it.  After  all,  Salomon  is  one 
of  those  arbitragers  popularly  thought 
to  be  creating  havoc.  Instead,  look  at 


By  William  Baldwin 


The  market  is  getting  too  treacher- 
ous for  individual  investors.  Arbitrage 
schemes  involving  stock  index  fu- 
tures are  making  it  more  volatile. 
Dominance  of  the  market  by  institu- 


tional traders  spells  trouble. 

You  read  that  in  the  newspapers 
and  the  magazines.  You  even  hear  it 
on  the  tube.  It  is  said  so  often  that 
most  people  think  it  must  be  true: 
The  stock  market  has  gotten  much 
scarier.  Good  story.  Especially  follow- 


Where's  the  stampede? 


The  market  has  historically  shown  a  volatility  of  about  20%.  But  in 
recent  years  it  has  been  much  less  jumpy.  The  chart  was  drawn  by 
computing  daily  price  moves  within  each  quarter  and  finding  the  standard 
deviation,  a  statistical  measure  that  can  be  thought  of  as  par  for  the 
course.  The  daily  standard  deviation  is  then  multiplied  by  16,  the  square 
root  of  the  number  of  trading  days  in  a  year,  to  get  an  annual  figure. 
Unfortunately,  people  who  write  headlines  about  tailspins  and  stampedes 
rarely  have  time  for  such  arcane  calculations. 


Annualized  volatility  of  the  S&P's  500 
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the  prices  of  options  on  stock  futures. 
Volatility  is  a  key  determinant  of  the 
value  of  an  option.  The  more  volatile 
the  underlying  security,  the  more 
likely  that  a  put  or  a  call  can  be  cashed 
in  at  a  big  profit. 

Are  option  prices  high  these  days? 
Not  especially.  Current  prices  on 
stock  futures  options  assume  an  an- 
nual volatility  of  15%  to  17%  for  the 
market.  That  corresponds  to  a  daily 
move  of  1  % . 

Why,  then,  all  this  talk  about  in- 
creased volatility?  Says  Hanson,  "One 
of  the  problems  is  that  people  don't 
think  in  percentage  terms.  The  head- 
line the  press  used  was  'Biggest  drop 
in  the  Dow  ever.'  The  lay  reader  sees 
that  and  thinks  we're  going  into  a 
depression."  As  a  percentage  of  the 
Dow,  last  month's  39-point  move  was 
big  but  far  from  record-setting:  about 
2.5%.  Years  ago  when  popular  Presi- 
dent Dwight  Eisenhower  had  a  heart 
attack,  the  Dow  slumped  6.5%  in  one 
day.  Now  that's  volatility. 

Hanson  offers  two  possible  reasons 
for  declining  volatility.  One  is  the 
growth  of  stock  index  futures  and  op- 
tions, the  very  instruments  popularly 
blamed  for  turbulence.  By  absorbing 
surges  of  bearish  or  bullish  sentiment, 
the  futures  may  soften  the  fluctu- 
ations in  GM  or  IBM.  The  other  is  the 
growth  of  institutions,  which,  with 
their  large  trading  volumes,  provide 
increased  liquidity.  A  volume  of  sell 
orders  that  might  have  sunk  even  a 
big  stock  a  decade  ago  can  today  be 
taken  in  stride. 

The  prevailing  notion  about  insti- 
tutional investors,  of  course,  is  just 
the  reverse:  that  they  trample  the 
small  investor  underfoot.  But  the 
lousy  results  had  by  institutional  in- 
vestors cast  serious  doubt  on  that 
claim.  "Last  year  was  the  first  time  in 
recent  years  that  a  majority  of  profes- 
sional money  managers  outperformed 
the  index,"  says  Hanson.  "If  these 
people  are  losing  money,  somebody's 
got  to  be  making  it."  The  dumb  pub- 
lic, maybe? 

What  about  the  scariest  institution- 
al traders  of  all,  those  arbitragers  with 
the  computer-driven  sell  programs? 
Here  again,  there  is  less  than  meets 
the  eye.  When  stock  index  futures  are 
oversold,  their  price  gets  too  low  in 
relation  to  current  stock  prices.  Arbi- 
tragers take  advantage  of  the  discrep- 
ancy by  buying  the  futures  and  selling 
short  a  matching  amount  of  stock. 

Although  the  mass-media  attention 
is  recent,  stock  futures  arbitrage  has 
been  around  almost  as  long  as  the 
stock  futures — not  quite  four  years. 
The  difference  is  that  in  the  early 
months  of  the  futures  the  arbitragers 


were  far  from  active  enough.  As  a 
result,  individuals  hedging  their  port- 
folios by  selling  futures  got  crummy 
prices  (Forbes,  July  19,  1982).  Once 
the  arbitrage  play  caught  on,  however, 
price  discrepancies  narrowed  and  the 
retail  hedge  customer  got  something 
closer  to  fair  value  on  his  trade.  The 
small  investor  should  be  thankful  for 
arbitragers. 

Then  there  are  the  stories  about  a 
"triple  witching  hour" — with  hints  of 
market  manipulation — on  days  when 
stock  futures  and  options  expire  to- 


gether. The  truth  will  be  somewhat 
disappointing  to  headline  writers. 
Fluctuations  on  such  days  are  slightly 
greater  than  on  other  days,  but  not  by 
a  statistically  significant  amount. 

So  why  all  the  wailing?  It  is  human 
nature.  People  unhappy  with  their 
economic  lot — investors,  homeown- 
ers, farmers — are  prone  to  blame  the 
"middlemen"  and  the  "black  market- 
ers" and  the  "gnomes  of  Zurich"  and 
the  "speculators."  But  in  fact  specula- 
tors make  markets  more  liquid  and 
prices  fairer.  ■ 


Youve  heard  of  paper  profits.  Stan  Lurie 
created  a  company  that  existed  largely  on 
paper  and  persuaded  the  world  it  was  real. 

Carl  Icahn's 
lucky  day 


By  Richard  L.  Stern 


On  paper,  Saxon  Industries  Inc. 
looked  so  tempting  that  in 
1980  raider  Carl  Icahn  made  a 
pass  at  it.  Icahn  took  $2  million  in 
greenmail  profits  and  went  away.  He 
was  lucky  not  so  much  for  the  green- 
mail  but  because  he  didn't  win  con- 
trol. The  earning  power  and  most  of 
the  assets  that  attracted  Icahn  to  Sax- 
on's New  York  Stock  Exchange  shares 
were  mostly  fictional. 

At  a  little  before  10  a.m.  on  Thurs- 
day, Jan.  16,  Stanley  Lurie,  64,  former 
president  of  Saxon  Industries,  stood 
before  the  Honorable  William  C.  Con- 
ner in  courtroom  618,  U.S.  District 
Court,  at  Foley  Square  in  Manhattan. 
In  a  meek  voice,  Lurie  pleaded  for 
mercy  in  the  sentence  Judge  Conner 
was  about  to  hand  down.  Here  was  no 
Ivar  Kreuger,  suave,  handsome,  ar- 
ticulate, but  a  roly-poly,  self-taught 
accountant  who  fooled  dozens  of  peo- 
ple who  should  have  known  better. 
More  than  the  story  of  a  nervy  swin- 
dle, it  is  a  fascinating  tale  of  how 
dozens  of  ordinary  people  were  pulled 
into  aiding  the  fraudulent  scheme. 
Through  Luric's  accounting  magic, 
Saxon  in  1981  was  listed  by  Fortune  as 


the  381st-largest  industrial  company. 

Lurie  was  sentenced  to  five  years  in 
prison;  he'll  probably  serve  three  with 
time  off  for  good  behavior. 

Lurie  previously  had  pleaded  guilty 
to  six  counts  of  conspiracy,  mail 
fraud,  securities  fraud  and  bank  fraud 
involving  Saxon,  a  copier  manufactur- 
er and  paper  company  with  offices  and 
plants  from  New  England  to  Florida  to 
the  West  Coast.  Saxon  filed  for  bank- 
ruptcy three  months  before  Lurie  was 
ousted  in  June  1982  as  chairman.  Its 
chief  remaining  asset,  a  paper  distrib- 
utor, was  sold  in  1985  to  Alco  Stan- 
dard Corp.  for  about  $150  million. 

Under  Stanley  Lurie,  Saxon's  inven- 
tories were  neither  fifo  nor  lifo  but 
presto  (Forbes,  July  19,  1982).  They 
were  manufactured  not  by  factories 
but  by  bookkeeping  entries.  Here  was 
a  largely  imaginary  company.  Lurie, 
in  the  words  of  federal  prosecutor  Pe- 
ter Romatowski,  was  the  "chief  archi- 
tect" of  the  Saxon  fraud,  bamboozling 
some  of  the  nation's  largest  banks  and 
most  sophisticated  investors  during 
14  years.  When  Saxon  Industries' 
bankruptcy  was  totaled,  shareholders 
and  creditors  were  out  more  than 
$200  million.  When  the  company 
went  under,  it  owed  creditors  $320 
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million.  They  have  received  33  cents 
to  48  cents  on  the  dollar.  And  the 
holders  of  Saxon  shares,  who  paid  as 
much  as  $40  per  share  and  depended 
on  the  public  numbers  to  make  in- 
vestment decisions?  They  received 
$1.25  per  share.  Not  the  biggest  swin- 
dle on  record  but  certainly  one  of  the 
most  brazen. 

How  could  one  man  pull  off  such  a 
sleight  of  hand?  He  couldn't.  Lurie's 
crime  was  not  the  deed  of  one  man.  It 
took  the  willing  cooperation  of  repre- 
sentatives of  outside  auditors  Fox  & 
Co.,  compliant  directors  and  dozens 
of  Saxon  employees.  While  the  audi- 
tors looked  the  other  way,  the  em- 
ployees inflated  inventories  to  what- 
ever Lurie  wanted  them  to  be.  Em- 
ployees programmed  computers 
to  show  increased  sales  and 
earnings.  Hundreds  of  nonexist- 
ent copiers  were  put  on  the 
books  to  provide  collateral  for 
some  of  the  banks,  which  lent 
Saxon  more  than  $140  million. 

Lurie's  key  lieutenant  was 
Chief  Financial  Officer  Alfred 
Horowitz,  who  was  sentenced 
to  three  years  in  prison.  Each 
year  Horowitz  would  compile 
"outside  the  routine  accounting 
channels"  Saxon's  financial  re- 
sults. Then  inventories  and 
sales  of  various  divisions  were 
adjusted  to  meet  inflated,  phony 
results.  Saxon,  from  1975 
through  1980,  reported  annual 
earnings  in  the  $4  million  to  $7 
million  range.  But,  after  the 
house  of  cards  collapsed,  the 
bankrupt  Saxon  took  a  $298 
million  loss  for  1981  to  set  the 
books  straight. 

Around  the  company,  accord- 
ing to  the  federal  prosecutor, 

Horowitz'   manipulations  be-   

came  known  as  "Al's  f---ing  games." 
Through  a  highly  automated  comput- 
er system,  $51.4  million  in  false  en- 
tries were  credited  to  the  Saxon  copier 
division  in  Miami  Lakes,  Fla.  Helping 
in  Florida  was  a  300-pounder  named 
Arthur  Montiel  who  later  was  to  con- 
fess he  had  been  eating  himself  to 
death  with  worry  over  this  giant  larce- 
ny. Other  millions  in  inflated  inven- 
tories were  on  the  books  in  various 
divisions. 

Employees  in  Florida  prepared  false 
invoices  to  document  the  purchase  of 
nonexistent  equipment  and  supplies, 
and  to  account  for  hundreds  of  phan- 
tom copiers.  In  the  end,  when  bank- 
ruptcy threatened  to  reveal  the 
scheme,  employees  who  had  helped 
manufacture  the  numbers  helped 
Lurie  shred  thousands  of  documents. 

In  all,  four  people  have  been  con- 


victed, while  others  traded  coopera- 
tion with  the  government  for  freedom 
from  prosecution. 

Where  were  the  auditors?  Until 
1978  Fox'  chief  auditor  on  the  Saxon 
account  was  Leonard  Harris,  whom 
the  government  describes  as  "Lurie's 
handpicked  crony."  According  to  pub- 
lic documents,  Harris  agreed  to  talk 
with  the  government  under  the  provi- 
so that  nothing  he  said  would  be  used 
against  him.  One  employee  has  told 
how  Harris  ended  an  audit  of  a  West 
Coast  division  when  Lurie  declared 
the  audit  was  over.  Another  said  that 
Harris  regarded  the  audits  of  the  Flor- 
ida copier  division  as  a  "vacation"  and 
that  Fox  auditors  were  frequently  not 
allowed  at  the  copier  plant. 


Former  Saxon  Industries  Chairman  Stanley  Lurie 
Five  years  in  prison  for  cooking  the  books. 


A  junior  auditor  who  asked  bother- 
some questions  was  transferred. 

In  July  1978,  when  the  Fox  partners 
reviewed  Harris'  audits  of  the  copier 
division,  one  warned  in  writing:  This 
"is  the  most  substandard  audit  file 
that  I  have  ever  reviewed.  ...  It  is  my 
opinion  that  it  is  very  conceivable 
that  the  inventory  may  be  substan- 
tially overstated."  But  it  wasn't  until 
three  years  later,  when  Fox  ordered  a 
truly  independent  review,  that  Lurie 
fired  the  firm. 

The  greatest  mystery  is,  Why  did  so 
many  people  trust  Lurie?  A  bit  of  in- 
vestigation would  have  revealed  his 
shady  past.  In  1961  Lurie  pleaded 
guilty  and  was  sentenced  to  probation 
for  petty  larceny,  a  misdemeanor  re- 
duced from  original  charges  of  forgery 
and  grand  larceny.  As  a  self-employed 
accountant,    Lurie    had  borrowed 


$6,000  using  a  client's  signature.  A 
probation  report  at  the  time,  delving 
into  Lurie's  past,  found  other  allega- 
tions. A  former  accounting  client  de- 
scribed Lurie  as  "a  completely  unethi- 
cal individual  who  fraudulently  is- 
sued annual  financial  statements  to 
benefit  his  own  personal  needs." 

Accountant?  Lurie  had  no  college 
degree  and  no  licensing  as  a  certified 
public  accountant.  A  1961  probation 
report  describes  as  "generally  unsatis- 
factory" his  record  as  a  student  at  New 
York  University.  Nevertheless,  Lurie 
was  hired  by  a  predecessor  firm  to  Fox 
in  the  year  he  pleaded  guilty  to  petty 
larceny,  and  was  eventually  put  in 
charge  of  the  Saxon  audits. 
According  to  the  public  records, 
Lurie  helped  Saxon's  then-chair- 
man, Myron  Berman,  set  up  a 
phony  company  called  Camden 
Industrial  Sales,  and  through  this 
and  other  means  over  the  next  15 
years  diverted  what  the  govern- 
ment says  was  "at  least" 
$825,000  in  Saxon  funds  for  him- 
self, Berman  and  others. 

In  1968  Lurie  joined  Saxon  as 
senior  vice  president  for  oper- 
ations and  administration. 
Shortly  before  Berman  died  in 
an  auto  accident  in  1977,  Lurie 
took  over  as  president. 

In  memos  filed  by  his  lawyers 
and  in  a  nervous  plea  before  Judge 
Conner,  Lurie  argued  that  he  was 
only  a  lieutenant,  that  his  prede- 
cessors at  Saxon  were  the  mas- 
terminds. Begging  for  mercy, 
Lurie  argued  that  when  he  be- 
came president  he  only  contin- 
ued the  fraud,  believing  "I  could 
solve  all  of  Saxon's  many  prob- 
lems if  given  enough  time.  I  was 
weak,  very  weak,  weak  in  pur- 
pose and  weak  in  not  having  the 
ability  to  divine  the  seriousness  of  the 
wrongful  acts  in  which  I  was  playing  a 
major  role." 

Curious  fact:  There's  no  proof  that 
Lurie  and  Horowitz  stashed  away 
great  sums,  nor  was  Lurie  a  particular- 
ly big  spender  for  a  corporate  leader. 
Could  it  be  that  Lurie  was  merely  a 
petty  crook  with  a  big  imagination? 

From  the  human  point  of  view,  per- 
haps the  most  significant  fact  emerg- 
ing from  this  swindle  involves  the 
middle-level  people  who  helped  Lurie 
carry  out  his  forgeries.  They  received 
little  in  the  way  of  reward.  There  were 
bonuses,  of  course,  and  good  salaries, 
but  not  great  salaries.  Al  Horowitz 
was  paid  $90,000  a  year.  The  chief 
reward  for  the  lesser  people  who  made 
the  whole  fiction  possible  was  that 
they  kept  their  jobs  and  kept  out  of 
trouble.  They  followed  orders.  ■ 
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Does  word  get  out  prematurely  on  take- 
over deals?  Of  course.  Whafs  to  be  done 
about  it?  Not  much. 


My  cousin  works 
for  this  guy 
who... 


By  Richard  L.  Stern 
and  Laura  Jereski 


It  was  clear  that  word  had  leaked 
about  the  proposed  takeover  of 
MidCon  Corp.  You  could  see  it  in 
the  movement  of  the  stock  and  even 
more  in  the  movement  of  the  call 
options  that  often  surged  on  volume 
ahead  of  the  stock. 

John  Shad,  chairman  of  the  Securi- 
ties &  Exchange  Commission,  was  fu- 
rious at  the  earlier  leak  of  news  on  the 
RCA-General  Electric  deal.  Now  here 
it  was  happening  again.  Shad's  anger 
was  justified,  but  probably  futile  and 
at  least  partly  for  public  consump- 
tion. As  he  must  have  known,  the 
chances  of  catching  or  punishing  the 
successful  speculators  are  slight. 

The  accompanying  table  shows  a 
number  of  recent  merger  situations  in 
which  the  options  began  moving, 
both  in  volume  and  price,  well  before 
the  stock  did.  This  clearly  suggests 


Recapping  the  bidding 

Below,  some  recent  notable  exampl 

f  s  of  runups  in  stock  and  option  price.* 

preceding  major  corporate  news. 

r.nmnQnv 

Call  option 

Contract  volume  (100  calls) 

Price  of  common 

-Prices  

1  month 
before 

1  week 
before 

2  days 
before 

day  of 
announcement 

Event 

arc: 

May  70s 

Contract  volume 

Stock  price 

213/16 

714 

66 

4 

954 

70% 

65/8 

6,539 

73% 

37'/4 
7,601 

107 

Takeover  rumors.  On  Mar  19  CapCities 
tenders  for  ABC  at  $121  per  share. 

GD  Searle 

Aug  60s 

Contract  volume 

Stock  price 

5/l6 

214 

53 

iVie 

1,084 

58% 

2'A 
7,005 

59% 

4'/2 

4,039 

64% 

Searle  family  wants  out.  On  July  19  Monsanto 
offers  $65  per  share. 

MGM/UA 

Aug  17'/2s 
Contract  volume 

Stock  price 

l/4 

403 

15'A 

3/l6 

317 

15% 

l'/l6 

4,143 

18 

5>/4 

5,589 

22'/2 

Foiled  by  CBS,  Ted  Turner  bids  for  MGM/UA 
on  Aug  6  at  $29  per  share. 

General  Foods 

Nov  80s 

Contract  volume 

Stock  price 

1% 
979 

77'/s 

10'/2 

1,786 

88% 

7% 
4,202 

84% 

27'/4 
17,213 

1 06% 

Takeover  rumors.  On  Sept  25  GF  gets 
unsolicited  bid;  Philip  Morris  offers  $120 
per  share  5  days  later. 

Beatrice 

Dec  35s 

Contract  volume 

Stock  price 

VA 
2,806 

33' A 

TVi 
28,258 

41 

75/8 

8,970 

42'A 

11  'A 
28,879 

46 '/s 

LBO  rumors.  On  Oct  17  Kohlberg  Kravis 
Roberts  offers  $47  per  share  for  LBO  deal. 

RH  Macy 

Dec  45s 

Contract  volume 

Stock  price 

m 

65 

44 

15/16 

650 

44 

3'A 
407 

47'A 

19% 
3,913 

63% 

Company  executives  announce  LBO  at  $70 
per  share  on  Oct  22. 

Union  Carbide 

Jan  60s 

Contract  volume 

Stock  price 

4 

7,430 

59% 

57/s 
6,911 

63'A 

55/g 
12,130 

63 

6% 
18,911 

64% 

Stock  depressed  by  pending  liabilities.  On 
Dec  10  GAF  starts  battle  offering  $68 
per  share. 

RCA 

Dec  50s 

Contract  volume 

Stock  price 

'Vie 
951 

47% 

3/l6 

3,916 

47 % 

35/8 

19,928 

52% 

9Vi 
19,815 

59'A 

Heavy  trading  anticipates  offer  by  GE  at 
$66.50  per  share  announced  late  on  Dec  1 1. 

MidCon 

Jan  55s 

Contract  volume 

Stock  price 

215/l6 

1,954 

52% 

3 

9,494 

54 

6 

20,123 

59% 

9'/4 

19,257 

63% 

Takeover  rumors  precede  hostile  offer  by 
Wagner  &  Brown  and  Freeport-McMoRan  at 
$62.50  on  Dec  16. 
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that  people  who  anticipated  a  take- 
over were  putting  their  money  where 
it  would  do  the  most  good  if  they  were 
proved  right. 

Were  the  successful  speculators,  in 
RCA  or  in  MidCon  or  other  instances 
shown  in  the  table,  insiders  in  the 
strictly  legal  sense?  Hardly.  The  risks 
are  too  great  for  executives,  directors 
and  dealmakers — or  their  relatives.  In 
most  cases  they  have  too  much  at 
stake  to  risk  career  or  reputation  for  a 
few  fast  bucks.  Especially  after  the 
SEC  made  an  example  of  LTV's  Paul 
Thayer.  But  it's  not  hard  for  all  sorts 
of  people  to  deduce  that  takeover  ac- 
tion is  about  to  occur  in  a  stock.  Com- 
puters are  a  big  help  here.  Accumula- 
tion is  instant  news;  so  is  unusual 
volume.  Connected  by  a  national  net- 
work of  direct  phone  lines,  smart  trad- 
ers— hedge  funds,  arbitragers,  institu- 
tions— talk  to  one  another  and  to 
brokers  constantly. 

MidCon  hired  investment  bankers 
First  Boston  to  seek  a  white  knight. 
When  investment  bankers  are  hired, 
they  frequently  publish  an  internal 
memo  that  places  their  client  corpo- 
ration on  a  restricted  list,  to  prevent 
conflicts  of  interest  in  trading  and  re- 
search recommendations.  A  com- 
pany's name  appearing  on  a  restricted 
list  often  is  all  the  information  needed 
by  shrewd  investors. 

One  need  not  occupy  an  exalted 
position  to  get  an  inkling  that  some- 
thing is  cooking.  Days  before  the  GE 
announcement  about  RCA,  the  corpo- 
ration's corridors  at  30  Rockefeller 
Plaza  were  full  of  rumors.  Messengers 
make  trips  to  lawyers,  secretaries  talk 
in  the  washroom  about  key  officials 
who  suddenly  cancel  meetings.  You 
happen  to  be  at  the  right  place  at  the 
right  time.  Or  you  overhear  someone 
else  who  was. 

Last  September  the  right  place  was 
the  Mark  Hopkins  Hotel  in  San  Fran- 
cisco where  Hans  Storr,  the  chief  ex- 
ecutive officer  of  Philip  Morris  USA, 
spoke  to  400  institutional  investors 
during  a  four-day  conference  spon- 
sored by  Montgomery  Securities.  Al- 
though Philip  Morris  would  not  com- 
ment, the  corridors  were  buzzing 
with  reports  that  the  cigarette  com- 
pany was  going  to  make  a  bid  for 
General  Foods. 

General  Foods'  call  volume  on  the 
Chicago  Board  Options  Exchange  was 
up  to  5,364  on  Sept.  9,  the  first  day  of 
the  conference,  vs.  an  854  average  dai- 
ly volume  the  previous  month.  Gen- 
eral Foods'  November  80s  closed  at 
9Vi  during  the  first  conference  day,  up 
from  3'/2,  and  were  ll5/s  before  the 
conference  ended.  On  Sept.  25  Gener- 
al Foods  announced  it  had  received  an 


unsolicited  bid,  and  five  days  later 
accepted  a  bid  of  $120  a  share  from 
Philip  Morris. 

Were  investment  managers, 
spurred  by  corridor  rumor  to  ,  risk  a 
small  amount  on  General  Foods  op- 
tions, "insiders"?  Not  according  to 
the  law. 


In  a  society  so  open  that  even  se- 
crets of  state  routinely  appear  in  daily 
newspapers,  how  can  business  deals 
be  kept  totally  secret?  They  can't. 
Smart  and  lucky  speculators  sniff  out 
mergers  in  advance,  and  there's  not 
much  the  authorities  can  or  should  do 
about  it. 


Honeywell  has  gotten  out  of  the  computer 
business  without  quite  getting  out  of  the 
computer  business. 

Strategic 
withdrawal 


By  Barry  Stavro 

Hardly  a  surprise:  After  31 
years  in  the  computer  busi- 
ness, many  of  them  difficult, 
Honeywell,  Inc.,  the  $6.6  billion  (rev- 
enues) Minneapolis-based  giant,  is  es- 
sentially pulling  back.  It  is  going  to 
concentrate  its  talents  and  its  capital 
in  factory  automation,  where  its  cen- 
tury-old expertise  in  controls  gives  it 
a  chance  of  leadership. 


Honeywell  Chairman  Edson  Spencer 
Market  more,  manufacture  less. 


Thus,  one  of  America's  premier  old- 
line  manufacturers  is  pursuing  oppor- 
tunity in  a  hot  field  by  the  logical 
development  of  its  most  traditional 
products  rather  than  by  trying  to  enter 
an  entirely  new  business. 

Honeywell  got  into  computers  in 
1955  through  a  joint  venture  with 
Raytheon  and  decided  in  the  1960s  to 
battle  IBM  head-on  in  large  business 
computers.  Thinking  that  size  would 
help  it,  Honeywell  bought  General 
Electric's  computer  operations  when 
GE  dropped  out  of  the  competition  in 
1970.  Later,  in  1976,  Honeywell  took 
over  Xerox'  computer  business  as 
well.  But  it  has  long  since  lost  the 
fight.  IBM  controls  71%  of  the  large 
computer — or  mainframe — market, 
Honeywell  just  3%,  and  Honeywell's 
remaining  customers  are  more  likely 
to  defect  than  the  customers  of  Bur- 
roughs, NCR  or  Sperry. 

Honeywell's  strategic  withdrawal 
began  three  years  ago,  when  its  chair- 
man, Edson  Spencer,  made  a  deal  to 
market  computers  built  by  Japan's 
NEC  Corp.  Last  year  Honeywell  be- 
gan deliveries  of  a  top-of-the-line 
NEC  mainframe.  It  fills  out  its  prod- 
uct line  now  with  disk  drives  from 
IBM  and  for  several  years  has  sold  a 
medium-size  computer  made  by 
France's  Groupe  Bull.  So  Honeywell 
is  still  in  the  computer  business  but 
increasingly  as  a  marketer  and  less  as 
a  manufacturer.  The  division  has 
eliminated  5,000  jobs  since  1980. 
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Honeywell  continues  to  build  its  own 
minicomputers,  hoping  to  use  them 
in  its  factory  automation  operations. 
Thus  slimmed  down,  the  computer 
division  showed  an  operating  profit 
of  $200  million  on  $2  billion  sales 
in  1985. 

Honeywell's  strength  lies  else- 
where. It  has  a  thriving,  $1.9  billion 
(revenues)  aerospace  and  defense  busi- 
ness— making  torpedoes  and  naviga- 
tion devices — and  it  has  the  $2.8  bil- 
lion controls  businesses,  where  it  is  a 
leader  in  both  heat  and  air-condition- 
ing controls  for  buildings  and  process 
controls  for  industry. 

Yet,  in  part  because  of  the  drag  of 
computers,  Honeywell's  return  on  eq- 
uity for  the  past  five  years  has  been  a 
rather  mediocre  11.8%,  well  under 
Chairman  Spencer's  goal  of  18%.  "We 
had  the  tendency  to  spread  ourselves 
too  thin  and  into  too  many  areas," 
says  William  George,  executive  vice 
president  of  control  systems  and  the 
company's  chief  planner  on  factory 
automation. 

In  the  longer  run,  the  strategic 
withdrawal  in  computers  and  push 
toward  factory  automation  should  do 
a  lot  for  Honeywell's  profit  and  loss 
statement.  Short  run?  "I  don't  want  to 
raise  expectations  that  happy  days  are 
here  again  and  that  our  earnings  are 
going  to  double  in  18  months.  I  see  it 
as  a  steady,  upward  performance," 
cautions  George.  In  this  connection, 
analysts  look  for  about  $7  a  share  this 
year.  Last  year  the  corporation's  net 
income  was  $282  million,  $6.16  a 
share,  on  $6.6  billion  in  sales,  up  from 
$239  million  in  1984  on  $6.1  billion 
in  sales. 

The  prospects  are  for  a  continu- 
ation of  that  steady,  upward  pressure. 
In  factory  automation — a  hot  busi- 
ness at  a  time  when  U.S.  factories 
must  compete  with  cheaper  foreign 
labor — Honeywell  has  a  strong  posi- 
tion. Last  year  it  sold  $1  billion  worth 
of  automated  manufacturing  systems, 
much  of  it  to  customers  in  the  process 
industries,  such  as  oil  refining, 
chemicals  and  pulp  and  paper.  It 
hopes  to  increase  that  to  $2  billion  by 
1990  by  selling  to  automotive,  con- 
sumer-product and  electronics  plants 
that  are  beginning  to  automate.  Hon- 
eywell got  off  to  a  good  start  last  fall 
by  winning  a  $9  million  contract  to 
help  automate  Mazda's  new  auto- 
mobile plant  in  Michigan,  beating  out 
Japanese  bidders  Hitachi  and  Toshiba. 

Honeywell  is  focusing  on  the 
"brain"  end  of  automation — as  op- 
posed to  robots  and  machine  tools, 
the  "muscle"  end.  This  involves  such 
items  as  sensors,  programmable  con- 
trollers that  can  tell  a  spray  paint  ma- 


chine, for  instance,  to  start  and  stop. 
Software  and  minicomputers  have  a 
place  here,  too.  The  brain  segment  is 
worth,  analysts  say,  $10  billion  a  year 
and  is  growing  15%  annually. 

It's  a  highly  competitive  field. 
Gould,  Allen-Bradley  (now  owned  by 
Rockwell  International)  and  GE  are 
among  those  selling  blue-collar  or  fac- 
tory-floor hardware,  while  IBM  and 
DEC  will  be  pushing  the  white-collar 
communications.  The  difference,  says 
Kidder,  Peabody  analyst  Bahar  Gid- 
wani,  is  that  "Honeywell  has  more  of 
the  actual  building  pieces  than  any- 
one else." 

For  all  its  promise,  it  is  not  an  easy 
market.  Few  companies,  with  the  ex- 
ception of  General  Motors,  talk  of 
automating  entire  plants.  Automa- 
tion sales  are  likely  to  come  in  piece- 
meal. Honeywell's  success  will  de- 


pend in  part  on  how  well  it  can  mar- 
ket and  service  what  it  makes. 

The  luster  of  factory  automation 
made  Allen-Bradley  a  high-priced  tar- 
get last  year;  Rockwell  International 
bought  the  company  for  3.8  times 
book  value.  The  same  glamour  keeps 
Gould  mentioned  as  a  takeover  candi- 
date and  has  helped  drive  up  Hon- 
eywell's stock,  from  54  last  spring  to 
75  recently. 

But  buying  Honeywell  would  cost  $5 
billion  or  so — a  huge  premium  over 
book  value — and  it  is  by  no  means 
certain  that  a  buyer  would  be  able  to 
take  over  intact  the  skills  and  know- 
how  that  make  it  such  a  promising 
company  now  that  it  has  scaled  back  its 
quixotic  drive  into  the  computer  in- 
dustry. Consider,  after  all,  what  hap- 
pened to  Honeywell  itself  when  it  tried 
merging  its  way  into  big  computers.  ■ 


As  oil  prices  slide,  nobody  is  suffering  more 
than  Diamond  Shamrock's  Bill  Bricker, 
who  restructured  his  way  out  of  chemicals 
and  into — you  guessed  it — oil. 


Dog  with  bone 


By  Howard  Gold 


T|he  one  thing  that's  been  con- 
sistent," says  Diamond  Sham- 
rock Corp.  Chairman  William 
H.  Bricker,  "is  our  ability  to  predict 
the  wrong  things."  Like  most  people, 
Forbes  included,  Bricker  thought  oil 
prices  could  only  go  up. 

With  oil  prices  down  40%  from 
their  peak  and  still  weakening,  the 
$4.1  billion  (sales)  oil  and  gas  produc- 
er is  in  much  worse  trouble  than  it 
would  have  been  had  Bricker  not  bet 
on  a  continuing  rise  in  oil  prices.  It 
was  Bricker  who  made  Diamond  an 
oil  and  gas  producer  in  the  first  place. 

Over  nine  years,  the  burly  Bricker, 
54,  converted  Diamond  from  a  Cleve- 
land chemical  company  to  a  Dallas 
energy  company  (less  than  20%  of 
revenues  now  come  from  chemicals). 
Bricker's  $1.3  billion  acquisition  of 
Natomas  and  its  big  Indonesian  oil 


reserves  in  1983,  says  the  respected 
oil  appraisal  firm  John  S.  Herold,  Inc., 
was  one  of  the  worst  oil  deals  of  the 
decade. 

Not  surprisingly,  Diamond  Sham- 
rock ranks  24th  out  of  32  big  oil  and 
gas  companies  in  five-year  return  on 
equity  (FoRBES,/<m  13).  In  1984  earn- 
ings of  $1.78  barely  covered  the  $1.76 
dividend,  and  in  1985  operating  earn- 
ings didn't  even  do  that.  The  stock,  at 
40  in  1981,  sold  recently  at  14'/2. 

Now,  on  a  gray  winter  day,  Bricker 
sits  in  his  huge  34th-floor  office  over- 
looking downtown  Dallas  and  owns 
up.  Yes,  he  paid  too  much  for  Nato- 
mas— about  $600  million  too  much. 
Yes,  the  dividend  stayed  too  high  too 
long.  Yes,  he  was  too  optimistic  about 
the  price  of  oil. 

What  about  the  1-for-l  stock  swap 
merger  with  Occidental  Petroleum 
that  collapsed  in  January  1985,  report- 
edly because  there  was  no  role  for 
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Bricker  in  the  new  company?  That 
wasn't  the  reason,  Bricker  says:  "I 
could  have  walked  away  with  $9.8 
million  in  that  deal."  Occidental 
stock,  at  28  when  the  proposal  was 
announced,  fell  4  points  in  one  day, 
Bricker  says,  so  his  board  called  off 
the  deal. 

In  July  Diamond  wrote  off  $810 
million  worth  of  assets  (including  the 
$600  million  it  overpaid  for  Nato- 
mas),  cut  its  cash  dividend  to  $1  a 
share  and  gave  stockholders  90  cents  a 
share  worth  of  units  in  a  new  master 
limited  partnership  consisting  of  Dia- 
mond's prime  oil  and  gas  properties  in 
the  Gulf  of  Mexico. 

Just  as  important,  says  Bricker,  he 
has  now  become  the  gloomiest  of  pes- 
simists. He  thinks  the  current  U.S. 
oversupply  of  natural  gas  (70%  of  Dia- 
mond's total  domestic  energy  re- 
serves are  in  gas)  will  last  until  1990, 
longer  than  many  in  the  industry 
think.  Spot  prices  could  go  as  low  as 
$1 .50  per  thousand  cubic  feet,  he  says, 
compared  with  $1.90  currently.  Oil? 
Bricker  thinks  it  could  go  down  to  $18 
a  barrel. 

On  those  assumptions,  Bricker  has 
reduced  1986  capital  spending  by  27% 
and  cut  back  on  drilling  in  Indonesia. 
It  was  on  the  same  assumptions  that 
he  calculated  the  $810  million  write- 
off. "The  one  thing  you  don't  want  to 
do,"  he  says,  "is  to  come  back  and 


Diamond  shamrock  Corf).  Chairman  William  II  Bricker 
He's  not  the  only  pessimist. 


have  to  take  more  writeoffs." 

"Restructuring"  often  causes  run- 
ups in  the  stock.  But  Diamond  Sham- 
rock's has  fallen  from  18  to  lAVi, 
about  half  Herold's  $27-per-share  ap- 
praisal of  its  oil  and  gas  assets.  That's 
despite  the  fact  that  the  company  has 
started  buying  back  7  million  shares. 


What's  to  be  learned  from  Bill 
Bncker's  sad  experience?  That  goinj 
where  the  action  is  hot  isn't  always  the 
best  course.  All  you  executives  push- 
ing your  manufacturing  companies 
into  financial  services,  arc  you  listem 
ing?  All  you  chaps  paying  20  times 
earnings  for  media  properties?  ■ 


Control  Data 's  ace  reliever  has  been  sent  in 
to  save  the  game  at  its  big  Peripheral  unit. 
If  he  does  it,  they  say  in  Minneapolis,  he 
may  win  the  starting  assignment. 

The  perils 
of  Perlman 


By  Jerry  Flint 


Tjni  his  Forbes  reporter  was  ex- 

fji  plaining  a  commonsense  meth- 
mm  od  of  analyzing  technology  com- 
panies. If  the  president  of  the  com- 
pany is  driving  a  1973  Dodge  Dart, 
buy  the  stock.  If  he  drives  a  Porsche 
with  a  ski  rack  and  there's  a  blonde  on 
the  passenger  side,  sell  the  stock. 


Hearing  this  story,  Lawrence  Perl- 
man,  president  of  Control  Data's  Pe- 
ripheral Products  unit,  replied:  "I  own 
a  Porsche,  but  it's  an  old  one." 

Larry  Perlman  doesn't  have  much 
time  to  shop  for  a  new  one  these  days. 
He's  president  of  troubled  Control 
Data's  most  troubled  division.  In 
baseball  language,  Lawrence  Perlman 
is  a  relief  pitcher,  taking  over  in  the 


ninth  with  the  bases  loaded  and  no- 
body out. 

Unlike  most  computer  industry  ex- 
ecutives, Perlman  is  not  a  sales  type. 
He  used  to  be  a  lawyer.  Then  he  found 
himself  giving  his  clients  more  busi- 
ness advice  than  legal  advice,  and  en- 
joying it. 

In  the  late  1970s  he  helped  save  the 
pacemaker  operations  of  Medtronic 
Inc.  when  its  heart  pacers  were  being 
recalled  and  its  market  share  was  col- 
lapsing. At  Control  Data  he  came  in 
as  general  counsel  in  1980,  took  over 
its  sick  Commercial  Credit  Co.  sub- 
sidiary in  1983,  then  moved  last 
March  to  the  bad-news  Peripheral 
Products  unit,  which  was  sinking  so 
fast  it  threatened  to  take  the  $5  bil- 
lion (sales)  parent  with  it. 

Can  a  lawyer  run  technology  oper- 
ations? "Any  general  manager  was 
something  else  first.  Nobody  gets  out 
of  school  and  becomes  a  general  man- 
ager," Perlman  says.  Then  he  adds:  "1 
don't  make  technological  decisions.  I 
manage  technologists.  One  of  the 
things  I'm  good  at  is  getting  the  big 
picture.  I  think  I  understand  strategy, 
I  understand  markets,  and  I  think  I 
know  how  to  organize  people  to  get 
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few  insurance  companies  feel  at  home. 


"1 

Insuring  the  exceptional  home  calls  for  special 
expertise.  An  appreciation  of  architectural 
details.  An  understanding  of  antiques,  art, 
and  jewelry.  For  over  a  century,  Chuhb  has 
been  the  insurer  of  choice  for  fine  homes  and 
the  belongings  they  contain. 

The  more  you  have  to  insure,  the  more 
you  need  Chubb. 


CHUBB 


The  Chubh  Group  of  Insurance  Companies  is  proud  to  participate 
in  "American  Playhouse'.'  Watch  tor  it  on  PBS. 


For  further  information, 
phone  800-922-0533. 


Introducing 


Chances  are  you  can  improve  the  service  in  your  customer  service 
department  with  a  special  software  program  and  the  windowing 
capability  of  the  IBM  3270  Personal  Computer. 

You  can  save  time,  increase  efficiency  and  improve  productivity. 

Here's  an  example  of  how: 

Normally,  to  make  an  account  inquiry  for  specific  customer 
information,  the  operator  first  determines  the  customer's  request, 
then  logs  on  and  off  several  data  bases  making  inquiries  to  call  up 
information  about  the  customer  policies  and  coverage,  status  of  claims 
and  special  requirements.  All  the  while  the  customer  waits. 

On  the  other  hand,  an  operator  using  this  special  software  merely 
keys  in  the  customer  ID  and  the  request.  There,  on  one  screen,  is  all  of 
the  necessary  information. 

This  special  software  takes  the  work  out  of  inquiries.  It 
automatically  logs  on  to  the  appropriate  data  bases,  finds  the  necessary 
information  and  then  presents  it  in  an  orderly  manner  on  one  screen. 

All  in  a  matter  of  seconds. 

What's  the  name  of  this  software? 
We  call  it  Application  Program 
Interface,  or  API  for  short. 

There  are  lots  of  other  ways 
API  can  be  used,  so  talk  to  your 
Data  Processing  department.  Or 
contact  your  IBM  marketing 
representative.  For  literature,  call 
1 800 IBM-2468.  

use  the  coupon .    =  -Z_T  z=  7  5s 
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IBM 

DRM.  Dept.  YX/7 
101  Paragon  Drive 
Montvale.  NJ  07645 


□  Please  have  an  IBM  marketing  representative  call  me. 

□  Please  send  me  literature  on  API. 


Name. 


Title. 


Company. 


Address. 


City. 


State. 


Zip. 


Phone. 


The  Smart  Desk  from  IBM 
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things  done.  I  think  I 
know  what  I  need  to 
know." 

Peripheral  is  the  leading 
maker  of  magnetic  disk 
drives,  the  information- 
storage  components  in 
computers.  The  custom- 
ers are  computer  makers. 
The  unit  was  in  collapse 
when  Perlman  got  there, 
but  worse,  no  one  at  head- 
quarters knew  how  bad  it 
was.  Peripheral's  capacity 
and  costs  had  grown  enor- 
mously for  business  that 
wasn't  there. 

"I  had  to  take  action 
very  fast  because  the 
losses  we  were  forecasting 
were  becoming  astro- 
nomical. One  of  the 
things  we  had  to  do  im- 
mediately was  to  get  the 
business  focused  strategi- 
cally. We  were  in  many 
too  many  businesses," 
Perlman  says. 

He  abandoned  the  gen- 
erally no-profit  "com- 
modity" type  operations, 
such  as  making  floppy 
disks,  the  information- 
storage  disks  used  in  per- 
sonal computers.  The 
businesses  abandoned 
represented  $400  million 
in  sales.  There  were  plant 
closings,  and  employment 
in  the  U.S.  dived  from 
17,500  to  9,000  in  a  mat- 
ter of  months.  Division 
revenues,  $1.5  billion  in 
1984,  will  be  well  under 
$1  billion  this  year. 

So  what's  the  new 
strategy?  Perlman:  "You 
want  strategy  in  a  nut- 
shell? Okay,  high-perfor- 
mance and  high-capacity 
data  storage  devices  for  the  OEM 
[original  equipment  manufacturers] 
market,  and  to  be  the  leader  in  that 
segment  of  the  market  characterized 
by  high  capacity  and  by  fast  access 
time,  which  is  the  performance  fea- 
ture that  is  most  significant."  Trans- 
lation: Make  the  high-quality,  high- 
priced  goods. 

Peripheral  lost  a  few  hundred  mil- 
lion dollars  last  year,  more  than  half 
of  Control  Data's  total  loss,  and  will 
be  in  the  red  this  year  but  operating  at 
break-even  by  the  end  of  the  year, 
Perlman  predicts. 

"There  aren't  going  to  be  any  win- 
ners in  the  disk  drive  business  in 
1986,  there  are  just  going  to  be  survi- 
vors," Perlman  says.  "It's  a  classic 


Lawrence  Perlman,  Peripheral's  president 
No  winners  this  year,  just  survivors. 


example  of  what  happens  to  an  indus- 
try with  the  combination  of  techno- 
logical change,  miniaturization  plus 
heavy  competition." 

To  survive,  Perlman  says  he  must 
drive  down  costs  again,  20%  to  25% 
for  each  of  the  next  two  years.  Mov- 
ing production  abroad  is  one  way: 
Making  magnetic  heads  for  the  small 
disk  drives  in  Hong  Kong  saved  $175 
on  an  item  that  sells  for  $1,000.  But 
that  isn't  enough  of  an  answer,  Perl- 
man emphasizes.  He  pulls  out  a  chart 
showing  two  storage  devices:  The  old 
one  required  39  hours  of  direct  labor,- 
the  new  one  requires  2 Vi  hours  and 
sells  for  one-fourth  the  price.  "The 
product  I  should  have  taken  offshore 
was  the  old  product  that  had  the  39 


hours.  The  2Vi  hours  are 
not  a  significant  factor," 
he  says. 

Then  he  talks  quality 
and  cost:  "We  were  start- 
ing three  and  four  mod- 
ules of  certain  products  to 
get  one  off  the  line."  The 
money  is  to  be  saved  by 
building  them  right. 

Even  if  Perlman's  plans 
work,  he  acknowledges 
that  Peripheral  won't  be 
the  earnings  machine  for 
Control  Data  that  it  was. 
So  where  would  Control 
Data,  assuming  it  pulls 
through  its  crisis,  get  big 
earnings? 

"The  growth  of  the 
company  is  coming  from 
finding  ways  to  apply 
computer  technology,"  he 
says.  Optical  storage  tech- 
nology could  open  up  a 
whole  new  archival  busi- 
ness, where  magazines, 
for  example,  could  put 
back  issues  into  the  com- 
puter. The  Arbitron  divi- 
sion in  the  audience  mea- 
surement business (broad- 
cast ratings)  has  potential. 
"Then  if  you  take  the 
whole  core  business  of 
Control  Data,  which  is  in 
scientific  and  engineering 
computing,  which  every- 
one seems  to  want  to  get 
into,  we  are  the  preemi- 
nent company."  Perlman 
also  insists  that  computer 
use  in  education  and 
training  has  enormous  po- 
tential, despite  the  bad 
press  the  company's  old 
project,  called  Plato,  usu- 
ally gets. 

Just    the    other  week 

  William  Norris,  Control 

Data's  founder,  retired  as  chief  ex- 
ecutive at  age  74,  and  Robert  Price, 
who  joined  in  1961,  took  the  titles 
of  chairman,  president  and  chief  ex- 
ecutive. Price  is  trying  to  sell  off 
some  more  pieces  of  the  company 
and  raise  more  money  to  pay  off 
$384  million  in  bank  debt  that  went 
into  default  last  year. 

In  Minneapolis  they  say  that  Perl- 
man is  the  man  to  watch.  He's  only 
47,  personable  and,  in  the  Minnesota 
tradition,  involved  in  community  af- 
fairs, the  orchestra,  art  and  economic 
development. 

If  Perlman  gets  the  top  job,  will  he 
still  drive  his  1979  Porsche?  "I'll  prob- 
ably switch  to  a  1970  model,"  he 
laughs.  ■ 
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Pick  the  paper  size  your- 
self and  the  Sharp  SF-9500 
decides  what  size  the  copy 
should  be.  Does  your  copier 
have  what  it  takes  to  do  that? 


Can  it  select  paper  from  4  separate  trays  ? 

A  lot  of  big  copiers  are  all 
3rawn  and  no  brains.  Not 
the  new  Sharp  SF-9500 
:onsole  copier. 

Give  it  an  original  and  it 
chooses  the  best  paper 
size.  Is  your  copier  smart 
snough  to  do  that? 


Can  it  tell  a  bad  original  from  a  good  one? 

Does  it  automatically 
adjust  for  exposure?  Copy 
50  pages  a  minute?  Carry 
2550  sheets  all  at  once?  The 
Sharp  SF-9500  does. 


It  even  has  the  sense  to  turn 
itself  off  when  it  runs  out  of 
toner.  Does  yours? 


Can  it  give  you  a  choice  of  4  colors  ? 

One  last  question.  Do  you 
know  how  much  you  could 
save  your  company  by 
choosing  the  Sharp  SF-9500? 
Call1-800-BE-SHARPor 
your  local  Sharp  dealer  for  a 
price  our  competitors  don't 
have  the  guts  to  copy. 

Copiers,  Audio.  A/V  Equipment,  Banking  Systems. 
Broadcast  Cameras,  Calculators,  Cash  Registers, 
Computers,  Electronic  Components,  Electronic 
Typewriters,  Facsimile,  Medical  Products,  Microwave 
Ovens,  Televisions,  Vacuum  Cleaners. Video  Recorders. 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


Yer y  Dependable. 
Accurate.  And  Swiss. 


Very  American,  too.  Proud.  Inventive.  And 
involved. 

It's  that  perfect  blend  of  American  innovation  and 
Swiss  exactness  that  makes  us  the  best  insurance 
protection  for  your  valued  business. 

We  create  world  class  insurance  that's  in  a  class 
by  itself. 


Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
enterprise. 

You'll  find  we  speak  plain  English.  But  if  you 
listen  closely,  you'll  hear  our  Swjss  accent  on 
dependability. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg,  IL  60196 


A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


You  don 't  often  see  the  boss  of  a  big  outfit 
<(bet  the  company"  these  days.  But Monsan- 
to s  Richard  Mahoney  is  doing  just  that. 

Taking  risks 
is  what  they 
pay  you  for 


By  Subrata  N.  Chakravarty 

OUR  OBJECTIVE  IS  TO  BE  One  of 
the  four  or  five  major  pharma- 
ceutical companies,"  declares 
President  Richard  Mahoney  of  $6.7 
billion  (sales)  Monsanto  Co.  Mahoney 
is  justifying  paying  $2.8  billion  of 
stockholders'  money  last  August  for 
G.D.  Searle  &  Co.,  one  of  the  nation's 
smaller  pharmaceutical  companies. 

It  was  a  windfall  for  Searle  share- 
holders, who  got  $65  a  share,  a  price 
that  was  18  times  earnings  and  almost 
5.5  times  book  value  for  their  so-so 
company.  It  meant  loading  on  debt  for 
Monsanto,  whose  total  debt  would 
then  exceed  50%  of  total  capital. 

How  on  earth  did  this  move  benefit 
Monsanto  shareholders,  whose  own 
shares  sell  in  the  market  at  a  sharply 
lower  multiple  than  that  accorded  to 
Searle  stockholders?  Put  the  question 
to  Mahoney  and  he  replies  that  the 
deal  will  create  a  company  capable  of 
thriving,  let  alone  surviving,  into  the 
next  century. 

Before  you  sneer,  "That's  what  they 
all  say,"  hear  Mahoney  out.  "We  felt 
that  if  we  were  to  build  a  strong  tech- 
nology base  of  biology  and  biotech- 
nology that  would  simultaneously 
serve  agriculture,  animal  nutrition 
and  health  care,  we  could  build  a 
unique  powerhouse  backing  it  up  that 
companies  in  these  individual  busi- 
nesses couldn't  do,"  says  Mahoney. 
"And  we've  built  it." 

What  he  means  is  that  he  is  not 
merely  pruning  and  trimming  Mon- 
santo but  changing  the  very  direction 
of  the  company.  He  wants  to  get  Mon- 
santo out  of  commodity  chemicals 
and  into  more  innovative  areas. 

What  does  it  mean  to  get  out  of 
commodity  products?  A  little  history: 
When  the  chemical  industry  grew  in 
the  1940s,  it  did  so  by  taking  cheap 
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petrochemical  by-products  from  gaso- 
line refining,  applying  complex  tech- 
nology and  turning  them  into  prod- 
ucts like  plastics,  nylon  and  other  fi- 
bers. As  the  technology  became  freely 
available,  however,  and  oil  prices  be- 
gan to  rise,  margins  shrank  at  the 
same  time  as  new  competitors  were 
flooding  into  the  market.  Chemicals, 
once  a  growth  industry,  became  a 
commodity  marketplace  where  com- 
petition was  on  the  basis  of  price  rath- 
er than  innovation. 

That  goes  a  long  way  toward  ex- 
plaining why  its  stock  sells  only 
slightly  higher  than  it  did  a  decade 
ago.  Monsanto  has  had  one  big  advan- 
tage: a  major  success  in  agricultural 
chemicals.  It  is  the  nation's  largest 
producer  of  herbicides.  Agricultural 
chemicals  have  accounted  for  around 
80%  of  Monsanto's  operating  earn- 
ings over  the  past  five  years  and  have 
provided  a  dominant  share  of  earnings 
since  the  mid-1970s.  But  Dick  Ma- 
honey, who  by  no  coincidence  made 
his  mark  at  Monsanto  in  agricultural 
chemicals,  knows  that  he  can  no  long- 
er count  on  this  business  for  future 
growth  and  above-average  profits. 

Why?  The  technology  has  changed. 
Chemical  research  is  increasingly  giv- 
ing way  to  biotechnology  and  genetic 
engineering,  which  provide,  Mahoney 
explains,  not  just  single  products  but 
whole  families  of  products.  Monsanto 
has  gone  heavily  into  biotechnology 
research,  from  agricultural  com- 
pounds to  research  in  animal  nutri- 
tion and  from  there  to  human  health 
care.  "It  is  trying  to  recreate  the  in- 
dustry's old  innovative  environ- 
ment," says  Dean  Witter  chemical 
analyst  William  Young.  To  bolster  its 
own  efforts,  Monsanto  has  provided 
venture  capital  to  companies  like 
Genex  and  Genentech  and  estab- 
lished links  to  Washington  Universi- 


M ...  the  Sherry-Netherland  is 
a  distinguished  hotel  with  an 
aura  of  grandeur  all  it's  own. 
The  accent  is  unquestionably 
continental  and  die  atmosphere 
is  sedate  and  elegant  throughout 
the  hotel ...  The  rooms  are 
lovely  and  the  location  chic? ' 

Fodor's  New  York  City  1985 


Some 
things  never 
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keep  it 
that  way. 
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On  the  Park  at  Fifth  &  59th 
1  Fifth  Avenue.  N  Y  .  NY  10022 
1212)  355  2800 
(800)  223  0522 


All  we  wanted  was  a 
system  that  would  let  us 
check  with  the  whole  world 
before  making  a 
split-second  transaction. 

C.  Bruce  Johnstone  and  Fred  L.  Henning,  Senior  Vice  Presidents, 
Fidelity  Investments 

Fidelity  Investments,  the  nation's  largest 
independent  investment  management  and 
discount  brokerage  organization,  recently 
made  one  of  their  wisest  investments: 

They  bought  60  personal  computers 
from  Businessland. 

It's  all  part  of  an  "investment  decision 
support  system','  a  system  that  enables 
Fidelity's  investment  managers  to  tap  into 
the  company's  already  vast  computerized 
source  network  and  rapidly  evaluate  data 
from  all  over  the  world. 

News  clippings,  wire  services— any 
information  that  could  affect  the  performance 
of  a  security.  And  give  Fidelity  a  faster,  more 
accurate  way  of  making  thousands  of  difficult 
investment  decisions  every  day 

The  decision  to  go  with  Businessland, 
however,  was  anything  but  difficult. 

According  to  Fidelity,  we  were  the  one 
computer  resource  that  could  meet  all  their 
criteria:  The  ability  to  deliver  the  exact 
systems  they  needed.  The  ability  to  provide 
installation  support  and  on-site  service. 
And  the  ability  to  complete  the  entire  project 
in  five  days. 

Actually  it  took  us  four. 

And  because  we're  nationwide,  we're 
able  to  provide  valuable  services  to  Fidelity's 
many  Investor  Centers  throughout  the 
country.  What's  more,  working  with  Fidelity 
has  been  a  real  joy. 

Even  if  they  do  ask  the  world  of  us. 

BUSItESSuwD 

Where  business  people  are  going 
to  buy  computers. 


Call  (800)  228-7463 for  66  Businessland  centers  nationwide. 


Monsanto  President  Richard  Mahoney  and  biologist  Penny  Hunst  with  a  bioreactor  for  ctdturing  monoclonal  antibodies 
Will  circumstances  let  him  pursue  his  vision  of  a  "great  enterprise  of  the  world"? 


ty  in  St.  Louis  and  Oxford  University 
in  England. 

In  brief,  if  Monsanto  is  to  achieve 
substantial  gains  in  biotechnology 
sales,  it  will  need  other  outlets  than 
just  agriculture. 

To  help  pay  down  the  debt  incurred 
in  the  Searle  acquisition,  Mahoney  is 
selling  assets  he  regards  as  superflu- 
ous to  the  company's  new  thrust.  Ma- 
honey has  so  far  raised  around  $1.6 
billion  by  selling  some  of  Searle's 
nonpharmaceutical  businesses,  Mon- 
santo's  oil  and  gas  subsidiary  and  a 
chemical  plant  in  the  U.K.  If  he  needs 
to  sell  more,  he  still  has  Equal,  the 
tabletop  version  of  Searle's  artificial 
sweetener  Aspartame,  which  he  de- 
cided to  keep  for  the  moment  when 
no  buyer  would  meet  his  $300  million 
price.  He  is  also  keeping  less  cyclical 
chemical  businesses  with  sale's  of 
around  $3.5  billion.  When  he  is  fin- 
ished, Monsanto's  revenues  will  be 
about  the  same  as  now. 

A  major  problem  looms:  Can  the 
remaining  product  lines  support  the 
level  of  research  needed  to  make  a 
major  impact  in  biotechnology?  Earn- 
ings for  the  first  three  quarters  of  1985 
dropped  35%  on  a  3%  drop  in  sales, 
and  the  company  expects  to  show  a 
loss  for  the  fourth  quarter,  even  before 
writeoffs  on  closed  chemical  plants. 
Part  of  the  decline  is  simply  a  matter 
of  bookkeeping.  In  order  to  reduce 
taxes  and  maximize  cash  flow,  the 


value  of  Searle's  patents — almost  en- 
tirely Aspartame — was  written  up  by 
$1.35  billion  and  is  being  depreciated 
over  the  7-year  life  of  the  patent  in- 
stead of  the  40  years  it  would  have 
had  if  it  had  been  booked  as  goodwill. 
That  will  reduce  reported  yearly  earn- 
ings by  $180  million  pretax— well 
over  $1  a  share  on  an  aftertax  basis. 

But  much  of  the  decline  in  1985  is 
real.  Monsanto  suffered  further  losses 
in  the  silicon  wafer  business,  in 
which  it  has  invested  close  to  $500 
million  since  1981.  And  it  was  hurt  by 
the  sharp  downturn  in  the  farm  econ- 
omy. Agricultural  chemicals  are  not 
the  growth  business  they  used  to  be. 
Struggling  farmers  and  high-priced 
chemistry  "are  totally  incompatible," 
says  chemical  analyst  Anantha  Ra- 
man, who  heads  his  own  firm.  He 
predicts  farmers  will  switch  to  lower- 
cost  products,  leaving  Monsanto  with 
a  profitable  but  slowly  growing  busi- 
ness. For  1986,  however,  analysts  esti- 
mate earnings  of  $4.50  per  share,  vs. 
$3  last  year  before  special  charges. 

Another  question  remains:  Is  this 
latest  change  in  strategy  better 
thought  out  than  several  past  switch- 
es at  Monsanto?  It  invested  in  Europe- 
an chemical  facilities  in  the  1970s, 
only  to  withdraw  in  the  early  1980s.  It 
turned  its  attention  to  consumer 
products  in  the  mid-1970s,  entering 
the  panty  hose  business,  only  to  leave 
it  two  years  later.  It  went  in  and  out  of 


polyester  filament.  All  that  dithering 
has  had  its  effect  on  the  company's 
performance.  The  last  time  Monsanto 
had  a  respectable  return  on  equity  was 
a  decade  ago.  This  year  it  will  do  well 
if  it  earns  8%  before  writedowns. 

All  of  which  leaves  Monsanto  in 
some  danger  of  a  raid  a  la  Union  Car- 
bide. With  its  stock  selling  at  just  13 
times  earnings,  compared  with  Dow's 
18,  Du  Pont's  16,  Merck's  19  and  Up- 
john's  21,  Monsanto  is  a  cheap  com- 
pany with  good  cash  flow,  salable  as- 
sets and  a  promising  future.  "Mon- 
santo management  is  in  a  very 
vulnerable  spot,"  says  E.F.  Hutton's 
chemical  analyst  Garo  Armen.  "Be- 
cause unless  you  do  something  near 
term  to  optimize  shareholder  value, 
somebody  else  may  do  it  for  you." 

Mahoney  acknowledges  that  Mon- 
santo will  need  to  see  "some  results 
from  biotechnology  research  soon." 
But  his  basic  view  is  decidedly  longer 
term."  "I  want  to  leave  behind  one  of 
the  handful  of  great  enterprises  of  the 
world  by  any  measurement,"  he  says. 
"And  financially  that  means  18%  to 
20%  return  on  equity  year  after  year, 
where  we're  only  half  that  level  now." 

It  is  the  official  catechism  these 
days  that  they  pay  managers  of  big 
companies  to  manage  for  the  long 
term.  Mahoney  is  putting  that  doc- 
trine to  the  test.  Will  circumstances 
let  him  play  out  his  hand?  It  remains 
to  be  seen.  ■ 


46 


FORBES  FEBRUARY  10.  1986 


In  Brazil,  Latin  America's  most  prosperous 
debtor  country,  again  there  is  talk  of  de- 
fault. Is  the  debt  crisis  about  to  flare  again? 


Don't  push  us 
too  far 


By  Norman  Gall 

Brazil  is  not  your  typical  basket 
case  developing  economy.  It  is 
a  thriving,  growing  economy. 
Unlike  the  smaller  and  more  provin- 
cial Spanish-speaking  republics  of 
Latin  America,  Brazil  is  a  continental 
nation  with  a  market  of  136  million 
people.  It  has  its  own  capital  goods 
industry  and  a  fast-growing  variety  of 
commodity  and  factory  production. 
Its  import  needs  are  only  6%  of  the 
national  product,  less  than  those  of 
the  U.S.  Brazil  has  so  diversified  and 
expanded  its  economy  that  between 
the  early  1970s  and  early  1980s  its 
manufactured  exports  grew  by  32% 
yearly,  about  the  same  as  Korea's  and 
Taiwan's.  The  Brazilian  metropolis  of 
Sao  Paulo,  with  16  million  people,  is 
the  hub  of  an  expanding  farming  fron- 
tier, which  led  former  U.S.  Agricul- 
ture Secretary  John  Block  to  identify 
Brazil  as  the  leading  rival  of  the  U.S. 
as  a  supplier  of  agricultural  products 
to  the  world  market. 

Brazil  has  been  making  interest 
payments  on  its  huge  foreign  debt 
from  $12  billion  trade  surpluses  for 
two  years.  Still,  some  of  its  politicians 
talk  darkly  about  curtailing  debt  pay- 
ments in  1986  if  declining  exports 
cause  a  drain  on  reserves.  Right  now 
tough  negotiations  are  going  on. 

Why  the  talk  of  stopping  payments? 
For  answers  Forbes  interviewed  Bra- 
zil's ailing  but  still  influential  Fi- 
nance Minister,  Dilson  Funaro. 
^Brazil  today  is  repeating  mistakes  of  the 
past.  Economic  populism,  in  Brazil  and 
other  countries,  has  created  more  infla- 
tion, more  government  deficits  and  more 
political  problems. 

Funaro:  First,  what  do  you  mean  by 
economic  populism? 

Favoring  consumption  over  investment. 


Funaro:  We  are  improving  a  little  the 
consumption  of  a  population  working 
at  a  minimum  wage  of  $35  a  month.  If 
improving  their  consumption  is 
called  economic  populism,  if  correct- 
ing distortions  in  income  distribution 
by  taxing  financial  market  transac- 


Finance  Minister  Dilson  Funaro 

"We  will  not  again  let  our  reserves 

run  out  in  the  same  way." 


tions  also  is  called  economic  popu- 
lism, then  the  use  of  the  term  eco- 
nomic populism  may  be  in  error.  The 
richest  10%  of  our  people  absorb  half 
the  national  income — one  of  the 
world's  worst  income  distributions. 

But  hasn 't  the  cake  itself  also  grown  fast, 
faster  than  almost  any  other  national 
economy  over  the  past  half  century? 
Funaro.  If  the  cake  hadn't  grown,  we 
would  have  changed  our  political  sys- 
tem by  now.  The  improvement  in  liv- 
ing standards  of  the  poor  hasn't 
stopped  income  concentration. 

But  isn  't  the  government  making  the  rich 
richer  by  running  huge  deficits  and  fi- 
nancing its  debt  at  very  high  real  interest 
rates,  about  19%  above  yearly  inflation? 
Funaro.  That's  true,  but  let's  go  more 


slowly.  We  were  talking  about  eco- 
nomic populism  and  standards  of  liv- 
ing. We  are  not  trying  to  promote  con- 
sumerism in  the  sense  of  high  living, 
but  to  use  wage  and  price  policies  to 
help  people  meet  their  basic  needs.  In 
the  past,  populism  was  a  demagogic 
policy  to  raise  wages  in  a  way  that 
only  aggravated  inflation.  Today 
we're  raising  taxes  to  redistribute  in- 
comes and  balance  the  budget.  We're 
trying  to  restore  living  standards  to 
where  they  were  around  1980.  Since 
then  millions  of  middle-class  people 
have  moved  into  the  lower  middle 
class.  They  can't  make  mortgage  pay- 
ments on  their  homes,  the  only  prop- 
erty most  of  them  ever  owned.  The 
National  Housing  Bank  reported  40% 
of  its  mortgages  in  arrears  in  1983-84. 
In  the  last  eight  months  these  arrears 
have  fallen  by  half  because  we  have 
raised  salaries  and  stimulated  eco- 
nomic growth.  People  with  property 
tend  to  strengthen  democracy. 

But  countries  so  different  as  Brazil  and 
the  U.S.  face  the  same  tradeoff  between 
consumption  and  investment.  Why  is 
Brazil's  economic  performance  so  bril- 
liant, while  its  financial  performance  al- 
ways courts  disaster? 
Funaro.  All  countries  that  grow  fast 
have  crises  of  financial  instability.  We 
borrowed  money  in  the  1970s  at  float- 
ing interest  rates  that  were  below  in- 
flation. In  the  1980s  we  were  servic- 
ing that  debt  at  interest  far  above  in- 
flation. Efforts  to  stop  inflation  inside 
the  U.S.  bred  great  disorder  in  interna- 
tional finance. 

Although  U.S.  inflation  declined, 
interest  rates  were  kept  high  by  U.S. 
government  and  trade  deficits,  forcing 
us  to  make  great  sacrifices  to  keep  up 
interest  payments  on  our  foreign  debt. 
The  instability  came  from  the  exter- 
nal shock  generated  by  the  U.S.  im- 
balance. The  U.S.  should  have 
straightened  out  its  accounts  long 
ago,  so  interest  rates  could  return  to 
the  historic  levels  of  the  past  50  years. 
How  much  longer  will  this  take? 

You  feel  the  U.S.  and  U.S.  bankers  are 
demanding  economic  austerity  that  the 
U.S.  itself  will  not  accept? 
Funaro.  At  a  New  York  airport  recent- 
ly I  bumped  into  John  Kenneth  Gal- 
braith.  We  were  talking  while  waiting 
for  our  luggage.  He  said  what  you've 
just  said:  "You  can't  accept  any  condi- 
tions that  the  U.S.  wouldn't  accept  for 
itself."  We're  paying  $10.5  billion  dol- 
lars in  interest  this  year.  We've  been 
paying  interest  on  this  scale  fcr  five 
years.  We've  just  finished  building  the 
world's  biggest  hydroelectric  dam, 
Itaipu,  at  a  cost  of  around  $10  billion. 
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One  of  on 

businesses  i 
business. 


aslest  growing 
>ther  people's 


When  you  walk  into  a  retail 
dealer — for  a  motorcycle,  mobile  home 
or  TV  set,  let's  say — think  of  us. 

Because  we  finance  the  inventory 
for  over  17,000  retail  businesses 
like  these. 

The  truth  is,  in  a  little  over  a 
dozen  years  we've  come  from 
nowhere  to  being  one  of  the  nation's 
largest  sources  of  inventory  financing. 
We  actually  finance  more  per- 


sonal computer  dealers  and  motor- 
cycle dealers  than  anybody  else. 

In  the  process,  ITT  Financial 
has  become  a  major  contributor 
to  our  net  income. 

Not  only  through 
inventory  financing, 
but  equipment 
leasing,  commer- 


cial real  estate  loans,  and  other 
financial  services. 

In  fact,  commercial  and  con- 
sumer financing  has  become  a 
$6  billion  business  (in  receivables) 
for  us.  And  it's  growing 
over  20%  a  year. 
We're  concen- 
trating today 
more  and  more 
on  businesses 
like  this — 
businesses  that 
are  growing 
faster  than  most. 

And  where 
the  returns  are  likely  to  grow 
just  as  fast. 

Want  more  about  ITT? 
Phone  toll  free 

1-800-DIAL-ITTfor 
a  continuously 
updated  message. 


ITT 


<  1985  ITT  Corporation,  320  Park  Avenue,  New  York,  New  York  10022 


It's  a  different  world  today* 


In  other  words,  we're  paying  an  Itaipii 
a  year  in  interest. 

Brazil  has  been  engaged  in  long  and 
acrimonious  negotiations  in  New  York 
for  renewal  of  $16  billion  in  short-term 
trade  and  interbank  credits  from  foreign 
batiks.  Many  smaller  U.S.  banks  are  eager 
to  cut  these  credit  lines.  What  will  happen 
if  a  large  part  of  them  aren  't  renewed? 
Funaro.  If  our  trade  and  interbank 
credits  aren't  renewed,  then  Brazil 
won't  be  able  to  export  enough  to  pay 
interest  on  the  foreign  debt  because 
our  exports  won't  be  financed.  But  I 
don't  think  this  will  happen.  Neither 
Brazil  nor  the  bankers  desire  this. 

The  big  bankers  say  they'll  renew 
but  add  that  they're  very  worried 
about  the  smaller  banks.  However, 
they  insist  that  a  program  approved  by 
the  International  Monetary  Fund 
must  be  part  of  any  rescheduling 
package.  Any  IMF  program  involves 
political  conditions.  Brazil  no  longer 
accepts  these  political  conditions. 

When  we  borrowed  the  money, 


there  were  no  conditions.  Condition- 
ality  began  in  1982,  after  the  Mexican 
[debt]  crisis.  Now  it's  demanded  by 
the  IMF,  the  World  Bank,  the  Paris 
Club  and  now  the  Baker  Plan.  Finan- 
cial contracts  now  have  political  con- 
ditions. We  must  find  ways  of  rolling 
over  loans  without  conditionality. 

Negotiations  are  very  difficult 
when  you  have  to  go  through  the 
same  routine  every  140  days.  We're 
dealing  here  with  countries  and  gov- 
ernments, not  small  companies  and 
airline  tickets.  This  is  stupid.  What's 
important  to  bankers,  to  all  of  us,  is  to 
come  closer  to  agreement  and  not  to 
drift  further  apart. 

You  speak  with  the  voice  of  moderation. 
But  less  moderate  voices  are  heard 
among  the  debtor  countries.  In  August  a 
prominent  Brazilian  attended  Fidel  Cas- 
tro's Havana  debt  conference,  which 
urged  a  general  Latin  American  default, 
a  month  later  this  fellow  joined  the  Fi- 
nance Ministry  as  your  chief  economist. 
Funaro:  I  have  advisers  from  many 


universities.  One,  from  Campinas, 
covered  the  Havana  debt  conference 
for  a  Brazilian  magazine.  I  don't  care 
whether  this  pleases  creditors  or  not. 

However,  since  you  spoke  of  a  mor- 
atorium, I  wish  to  say  the  following: 
In  1982  the  word  was  used  not  by  my 
advisers,  but  by  me.  At  that  time  I 
thought  Brazil  should  have  gone  to 
the  IMF  immediately  rather  than  let 
its  foreign  exchange  reserves  dwindle 
away  because  the  banks  suddenly  re- 
fused to  roll  over  our  loans.  It  was  a 
problem  of  timing. 

A  moratorium  today  would  be  an 
absurdity,  but  in  1982  it  was  the  only 
thing  the  government  could  do.  I  would 
like  to  state  plainly  that  we  will  not 
again  let  our  reserves  run  out  in  the 
same  way.  It  is  my  responsibility  to 
protect  my  country's  foreign  exchange 
reserves.  This  is  extremely  important, 
a  critical  consideration  in  any  future 
discussions  with  our  bankers,  especial- 
ly if  credit  lines  are  withdrawn.  Our 
position  reflects  a  consensus  within 
the  Brazilian  government.  ■ 


How  you  gonna  keep  em  down  on  the 
farm  after  they've  seen  how  easy  it  is  to  rip 
off  Uncle  Sam  and  the  taxpayers? 

Country  slickers 


By  Ben  Weberman 
and  Matthew  Schifrin 

Remember  the  municipal  arbi- 
trage game?  A  local  or  state 
government  issues  tax-exempt 
bonds  at,  say,  7%  and  puts  the  pro- 
ceeds into  9%  U.S.  Treasurys.  After 
reaping  the  profits  for  a  few  years  the 
issuer  redeems  the  tax-exempts,  an- 
nouncing that  perhaps  another  new 
zillion-kilowatt  dam  isn't  such  a  good 
idea  after  all. 

Two  years  ago  the  territory  of 
Guam  and  its  investment  banker, 
Kidder,  Peabody,  were  caught  ripping 
off  the  taxpayers  this  way.  The  Trea- 
sury Department  aborted  an  $850 
million  Guam  issue  after  it  was  sold 


(Forbes,  Jan.  16,  1984).  Now  Guam  is 
at  it  again,  and  this  time  it  has  plenty 
of  company. 

Among  the  $90  billion  of  new  mu- 
nicipal bonds  rushed  to  market  under 
the  tax-reform  wire  in  the  last  quarter 
of  1985  was  a  $300  million  issue  by 
the  Guam  Economic  Development 
Authority.  This  time  allied  with  Mat- 
thews &  Wright,  Inc.,  Guam  EDA 
says  it  wants  to  build  4,400  multifam- 
ily  housing  units  on  the  island.  Ac- 
cording to  the  offering,  proceeds  will 
be  put  into  escrow  and  invested  in 
higher-yielding  certificates  of  deposit 
until  backing  is  found,  or,  if  not,  re- 
turned within  three  years. 

Three  years  happens  to  be  the  maxi- 
mum allowed  by  the  IRS  for  an  issuer 


of  tax-exempt  bonds  to  sit  on  the 
money  without  using  it  for  the  stated 
purpose.  After  that,  the  IRS  can  disal- 
low the  exemption.  Will  Guam  find 
backing  in  three  years?  Who  cares? 
The  arbitrage  profit  over  that  period 
could  be  as  much  as  $25  million. 
Guam  EDA  pays  6'/4%  on  most  of 
these  bonds,  issued  when  three-year 
Treasurys  were  paying  about  9% . 

If  Guam  can  do  it,  why  not  Johnson 
City,  Tex.?  The  tiny  community  (pop. 
900)  named  for  Lyndon  Johnson's 
forebears  got  together  with  nearby 
Caldwell  (pop.  3,600)  to  set  up  the 
Central  Texas  Public  Power  Finance 
Corp.  It  proposes  to  sell  the  largest 
long-term  tax-exempt  issue  in  histo- 
ry: $2.4  billion  in  30-year  bonds. 

The  stated  purpose:  to  build  two 
power  plants  with  a  total  capacity  of 
1,290  megawatts.  That's  enough  for  a 
city  with  a  population  28  times  the 
size  of  Caldwell-Johnson  City.  The 
real  purpose?  Well,  a  nice  little  wel- 
fare state  could  be  set  up  on  $2.4  bil- 
lion at  a  cost  of  perhaps  6%,  invested 
in  8%  Treasurys.  That  would  mean 
$48  million  a  year  in  arbitrage  profits: 
about  $10,600  for  every  man,  woman 
and  child  in  Caldwell  and  Johnson 
City.  Lyndon  would  be  proud. 

Luckily,  the  Texas  Public  Utility 
Commission  and  the  state  attorney 
general  weren't  so  proud  of  this  deal. 
They  delayed  the  issue  past  Dec.  31 — 
the  grandfathering  deadline  in  the 
House  tax  reform  bill — thus  probably 
killing  it.  "Our  laws  say  you  should 
issue  bonds  to  build  projects,  not  to 
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FOT3RF?   PPRDIIADVin  1QSA 


'85  conferrals  at  University  College,  Dublin  Ireland  produces  over  8,000  graduates  annually 


The  irish:  hire  them 
before  they  hire  you. 


:'s  a  fact  that  Ireland  produces  more  computer  science 
graduates  per  capita  than  the  US;  spends  more  (as  a 
rcentage  of  GDP)  on  education  than  Britain  or  Japan. 

it's  no  surprise  to  find  Irish  managers  among  senior 
ecutives  in  top  international  companies. 

however,  the  best  way  to  get  your  share  of  Irish  talent  is 

locate  in  Ireland.  You'll  be  in  good  company, 
)ver  300  US  manufacturing  and  service  industry 
:ompanies  have  already  done  so. 

'eland.  Home  of  the  Irish.  The  young  Europeans. 

IDA  Ireland  A 

JDUSTRIAL  DEVELOPMENT  AUTHORITY 

>A  Ireland  has  offices  in  New  fork  (212)  972  1000,  Chicago  (31 2)  644  7474,  Cleveland  (21 6)  861  0305/6; 
x  Angeles  (21 3)  829  0081,  Menlo  Park,  Calif.  (41 5)  854  1800,  Houston  (713)  965  0292, 
DSton  (61 7)  367  8225,  Fort  Lauderdale  (305)  785  9430,  Atlanta  (404)  351  8474. 

Hits  announcement  is  published  by  IDA  Iretand,  2  Grand  Central  Towers,  East  45th  Street,  New  yorV  1001 7,  which  is  registered  under  the  foreign  Agents 
gistration  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland  This  matenal  is  filed  with  the  Department  of  Justice  where  the  required  registration 
itement  is  avaibble  for  public  inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 


"WE'RE  THE 
YOUNG  EUROPEANS'.' 


MIRACLES 

STILL  HAPPEN. 

The  experts  said  International  Harvester 
was  finished.  We  were  billions  of  dollars  in 

debt.  We  were  in  the  midst 
of  the  worst  recession  in 
recent  memory. 

Our  problems  were  so 
well  publicized,  some  people 
thought  "ailing  and  failing" 
was  part  of  our  name. 
Yet  today  it's  hard  to  believe 
we're  the  same  corporation. 

We  actually  became  the  industry's  number 
one  manufacturer  of  medium  and  heavy- 
duty  trucks. 

Our  break-even  point  has  been  reduced 
by  more  than  50%.  Productivity  doubled. 
Our  debt  has  been  reduced  by  two-thirds. 

This  year  our  sales  will  put  us  in  the  top 
quarter  of  the  Fortune  500.  And  we  know 


Don  Lennox,  Chairman, 
Navistar  International 


what  made  this  miracle  occur. 

Nearly  15,000  people.  Our  employees. 

Whether  on  the  line,  behind  the  desk,  or 
in  the  field,  they  willingly  accepted  change. 

They  readily  made  difficult  decisions. 
And  they  daily  met  adversity  with 
determination. 

They  proved  that  with  courage,  hard 
work  and  savvy  nothing  is  impossible. 

Of  course,  we  still  face  challenges,  but  we 
face  them  as  the  industry  leader.  Lean. 
Forward-looking.  And  independent. 

Recently  we  changed  our  name. 

This  change  was  necessitated  by  a  dives- 
titure. But  it's  warranted  by  what  we've 
become. 

A  totally  different  corporation. 

So  International  Harvester  is  now 
Navistar  International  Corporation. 

A  company  of  nearly  15,000  employees. 

Every  one  of  whom  I  believe  is  a  miracle 
worker. 

NAVISTAR 

The  rebirth  of  International  Harvester. 


Johnson  City  Mayor  Kennit  Roeder 

How  to  set  up  a  nice  little  welfare  state. 


Dichael  a  Murphy 


provide  security  for  bondholders," 
says  Susan  Voss,  Texas  assistant  at- 
torney general. 

Texas  has  more  than  a  20%  reserve 
power  capacity  now,  says  the  state 
PUC,  and  there  are  already  6,000 
megawatts  of  new  capacity  under 
construction.  With  oil  prices  soften- 
ing, any  more  would  only  make  the 
state's  economic  problems  worse.  As 
of  mid-January,  however,  Johnson 
City  Mayor  Kermit  Roeder  still 
hadn't  given  up.  Says  he:  "We  still 
have  a  positive  outlook,  and  we're 
still  working  on  it." 

Then  there's  the  New  Jersey  Turn- 
pike Authority,  current  record-holder 
for  the  biggest  tax-exempt  bond  is- 
sue, with  $2  billion  issued  last  No- 
vember. Even  the  Turnpike  Author- 
ity figures  it  will  take  at  least  five 
years  to  build  $2  billion  worth  of 
new  highways.  So  why  borrow  it  all 
at  once?  Horrors,  not  for  arbitrage, 
says  Harry  J.  Tyson,  senior  vice 
president  of  the  Authority's  invest- 
ment banker,  Smith  Barney,  Harris 
Upham  &  Co.  But  by  its  own  esti- 
mates, the  Authority  expects  its  in- 
vestment income  to  jump  from  $8.5 
million  in  1985  to  $40  million  in 
1991,  or  11%  of  total  revenues. 

At  least  the  Turnpike  Authority  is  a 


credible  borrower.  By  contrast,  take 
South  Tucson,  Ariz.,  an  impoverished 
1 -mile-square  municipality  that  sold 
$178  million  in  8.1%  tax-exempt  rev- 
enue bonds  in  January  1985.  The  of- 
fering says  the  money  is  for  a  1,450- 
unit  apartment  complex  to  be  built  by 
Tempe  developer  Hubert  Gregan. 

The  building  site  has  an  interesting 
history.  In  1980  a  court  awarded  $3.6 
million  in  damages  to  Roy  Garcia,  a 
Tucson  policeman  accidentally  shot 
by  a  South  Tucson  officer  in  a  gun 
battle  with  a  fugitive.  The  ruling 
bankrupted  South  Tucson,  which  had 
an  annual  budget  of  about  $2.5  mil- 
lion at  the  time  and  only  $100,000  in 
liability  insurance.  To  pay  the  settle- 
ment, South  Tucson  sold  a  $2.1  mil- 
lion revenue  bond  issue  and  also  gave 
Garcia  8  acres  of  city  land.  Developer 
Gregan  then  bought  that  land  for  $1 
million — money,  of  course,  that  came 
from  the  second,  $178  million  issue. 

South  Tucson  has  a  population  of 
6,600,  a  median  income  of  $13,400 
and  a  13.2%  unemployment  rate — 
hardly  a  prime  market  for  new  apart- 
ments. In  fact,  no  housing  has  been 
built  so  far,  but  nearly  $9  million  has 
already  come  off  the  top  of  the  $178 
million — $2.2  million  to  the  city  of 
South  Tucson  for  administration,  $2.7 


million  to  the  town's  investment 
banker,  Birr  Wilson  of  San  Francisco, 
and  $3.9  million  in  legal  and  other 
fees.  The  rest  of  the  money?  It  is  in 
U.S.  government  or  government- 
backed  paper,  generating  what  Forbes 
calculates  to  be  $3  million  in  arbitrage 
profits  over  three  years,  which  the  city 
says  may  go  to  developer  Gregan. 

Even  sounder  governments  play  the 
arbitrage  game  these  days,  more  or 
less  openly.  The  state  of  California 
sold  $2.3  billion  in  one-year  revenue 
notes  last  summer  instead  of  last 
year's  $1.4  billion.  Why?  One  reason, 
says  state  treasurer  Jesse  Unruh:  "We 
can  make  $60  million  to  $70  million 
by  investing  the  proceeds." 

Well,  what's  wrong  with  that?  Just 
this:  Apart  from  the  opportunities  for 
outright  fraud  in  mythical  or  question- 
able projects,  the  state  or  local  govern- 
ments that  run  this  scam  are  using 
federal  taxes  for  their  own  operating 
budgets  and  forcing  people  who  pay 
taxes  to  subsidize  those  who  don't.  The 
House-passed  tax-reform  bill  would 
end  most  of  these  shenanigans.  It 
would  eliminate  many  legitimate  pub- 
lic-purpose financings  as  well.  A  few 
greedy  local  governments  and  their 
avid  allies  on  Wall  Street  are  getting  the 
baby  thrown  out  with  the  bathwater.  ■ 
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Determination  is  a  powerful  asset 


Total  Assets,  $6.3  Billion.  Revenues,  $2.0  Billion.  Shareholders'  Equity,  $1.7  Billion. 

General 


America's  Largest  Reinsurance  Group 
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Soo  Line  Railroad  exulted  when  a  court 
allowed  it  to  buy  the  Milwaukee  Road.  But 
did  the  Soo  lose  by  winning? 

Political 
economics 


By  Barry  Stavro 


IN  business,  nothing  is  a  good  deal 
unless  the  price  is  right.  Just  ask 
Chairman  Dennis  Cavanaugh  of 
Soo  Line  Corp.  The  Soo  is  a  generally 
profitable  bridge-line  railroad,  56% 
owned  by  the  Canadian  Pacific.  Ca- 
vanaugh got  the  deal  he  wanted  when 
a  federal  judge  ruled  that  his  road's 
offer  for  the  bankrupt  Milwaukee 
Road  should  be  accepted,  even  though 
the  Chicago  &  North  Western's  bid 
topped  the  Soo's  by  $210  million.  The 


judge  thought  fewer  jobs  would  be 
sacrificed  if  the  Soo  took  over  the 
Milwaukee  Road  because  there  would 
be  less  overlapping  of  routes. 

As  it  turned  out,  however,  the  price 
most  definitely  was  not  right.  Money 
borrowed  to  finance  the  deal  quadru- 
pled Soo's  interest  expenses,  to  $40 
million  in  1985 — a  year  in  which 
freight  traffic  fell  about  10%,  in  part 
from  a  decline  in  grain  for  export.  As  a 
result,  the  Soo  lost  about  $7  million 
on  $625  million  revenues,  the  first 
loss  since  the  company  was  formed  in 


1961.  That  compared  with  premerger 
earnings  of  $18  million  on  $325  mil- 
lion revenues  in  1984.  The  company's 
long-term  debt  is  up  to  $370  million, 
from  $96  million  in  1984,  against  only 
$300  million  in  equity. 

To  raise  cash,  in  December  the  Soo 
sold  $50  million  in  stock  (at  $28  a 
share)  and  raised  another  $125  mil- 
lion in  10. 75%  notes.  But  precious 
little  of  that  will  go  to  run  the  rail- 
road. Some  $87  million  will  help  pay 
off  money  the  old  Milwaukee  owed  a 
federal  agency.  Another  $70  million  is 
a  provision  for  laid-off  Milwaukee 
Road  employees  who,  thanks  to  the 
unions,  enjoy  six-year  salary  guaran- 
tees. Thus,  public  investors  help  hold 
down  the  federal  deficit. 

From  a  purely  economic  point  of 
view,  the  Soo  never  should  have  pur- 
chased the  Milwaukee.  The  reason 
the  rival  North  Western  was  able  to 
offer  more  money  was  simple:  By 
shutting  duplicate  facilities  and  thus 
saving  tens  of  millions  of  dollars  year- 
ly, the  North  Western  could  have 
easily  financed  the  deal.  But  the  Soo 
was  given  the  road  by  the  judge  be- 
cause the  Soo  intends  to  keep  many  of 
the  facilities  going. 

Why  did  Soo  Line  bid  so  wildly  for 
the  Milwaukee  in  the  first  place?  To 
buy  its  way  out  of  trouble.  Before  rail 
deregulation,  Soo  did  a  comfortable 


Now  you  can  easily  control  even 
hard  to  manage  facts  and 
figures  with  the 
Assistant  Series  from  IBM. 


If  you  line  up  the  right  software, 
getting  your  ducks  in  a  row  is  not  only 

possible,  but  easy. 

There's  a  software  program  in 
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How  to  get  all  your 


IBM's  Assistant  Series  to  handle  each  of 
the  most  important  jobs  people  are  using 
persona]  computers  for  these  days.  Each 
one  works  alone,  or  together  as  a  team. 
And  all  of  the  complicated  inner  work- 
ings of  these  programs  have  been  hidden 
from  view.  So  using  them  is  almost 
intuitive. 

Filing  Assistant  is  a  database  pro- 
gram that  allows  you  to  organize  and 
store  information  in  any  format  that 


suits  you.  and  retrieve  it  instanta 
neously. 

W  riting  Assistant  is  a  word  process 
ing  program  that  shows  you  on  the 
screen  just  what  your  words  will  look  like 
on  paper,  helps  correct  your  spelling  and 
lets  you  insert  forecasts  or  graphs  from 
other  Assistants  into  your  text. 

Graphing  Assistant  turns  numbers 
into  pictures.  So  you  can  see  what  the 
bottom  line  looks  like  as  a  pie  chart,  a 


business — earning  a  record  $36.4  mil- 
lion on  $330  million  in  revenues  in 
1981 — hauling  grain,  paper  and 
chemicals,  plus  picking  up  freight 
from  the  Canadian  Pacific  at  the  bor- 
der. But  the  Staggers  Act  freed  the 
rails  to  set  new  rates  and  shift  routes, 
and  it  caught  Soo's  previous  manage- 
ment unprepared  for  competition.  In 
trouble,  the  Soo  was  eager  to  expand 
beyond  the  upper  Midwest,  and  ac- 
quiring the  Milwaukee  Road  added 
3,100  miles  of  track  while  doubling 
the  Soo's  revenues. 

Before  the  merger,  the  Soo  often  had 
to  give  up  freight  to  other  lines  at 
Chicago.  Now  it  can  run  farther  south 
to  Louisville  as  well  as  to  Kansas 
City,  a  key  gateway  to  the  Southwest 
and  the  West  Coast.  "Long  haul  is 
still  where  the  profit  margins  and  real 
tons  are,"  Cavanaugh  says.  True,  but 
not  if  it  costs  too  much  to  achieve. 

On  paper,  the  merger  looked  attrac- 
tive: To  fill  these  new  routes,  the  Soo 
has  been  striking  deals  to  share  freight 
with  outside  railroads.  The  Santa  Fe, 
Canadian  Pacific  and  the  Soo  have 
agreed  to  run  traffic  from  Canada  to 
the  Southwest  and  back.  Similar  deals 
had  been  struck  with  the  Rio  Grande, 
Southern  Pacific,  Union  Pacific  and 
Kansas  City  Southern. 

Cavanaugh  inherited  efficient 
routes  from  the  Milwaukee  Road,  par- 


Chairman  Dennis  Cavanaugh  of  Soo  Line  Corp. 
Paying  more  than  you  can  afford  doesn't  buy  your  way  out  of  trouble. 


ticularly  the  400-mile  sprint  trains 
from  Minneapolis-St.  Paul  to  Chica- 
go, which  hauls  mail  and  United  Par- 
cel Service  cargo  and  is  a  match  even 
for  low-cost  truckers. 

Cavanaugh  says  the  company  can 
earn  at  least  $40  million  a  year — $4.21 
a  share  on  its  $30  stock — if  he  gets 
cutbacks  by  the  unions,  a  reduction  in 
capacity  by  the  competitive  trucking 
industry,  a  comeback  in  Canadian  ex- 


ports of  lumber  and  chemicals,  plus  a 
recovery  in  U.S.  agriculture,  and  suc- 
cess in  his  joint  agreements  with  oth- 
er railroads.  If,  if,  and  if.  "It's  going  to 
be  a  steady,  hard  grind,  not  easy," 
Cavanaugh  admits.  It  could  well  be 
that  the  Soo  lost  by  winning  when  it 
wrested  the  Milwaukee  away  from  its 
rival  in  that  federal  court  last  year. 
Markets  set  prices  differently  than 
courts  and  federal  agencies  do.  ■ 
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oar  chart  or  a  line  chart.  Or  all  three.  In 
ninutes. 

Planning  Assistant  is  a  powerful 
(new  spreadsheet  that  replaces  the  com- 
plex commands  used  in  earlier  pro- 
grams with  plain  English  (TOTAL 
j  nstead  of  C21 +D21 +E21 +F21  +G21». 

Reporting  Assistant  helps  you  cre- 
ate customized  reports  (complete  with 
otals.  subtotals  and  averages)  of  your 
Filing  Assistant  data. 


If  you  generate  so  many  Writing 
Assistant  files  that  you  can't  remember 
them  all  by  name,  there's  Document 
Retrieval  Assistant  to  help  you  find  them 
anyway. 

And  there's  Mainframe  Communi- 
cation AssistarU  to  do  just  what  its  name 
suggests:  link  your  PC  to  your  company's 
mainframe  computer. 

To  assist  your  pocketbook,  most 
IBM  Assistants  cost  less  than  $150.* 


You  can  see  the  Assistant  Series  in 
action  at  any  Authorized  IBM  Personal 
Computer  Dealer  or  IBM  Product  Center. 
For  the  one  nearest  you  and  a  free  bro- 
chure, call  1-800-447-4700.  In  Alaska, 
call  1-800-447-80%. 


Personal  Computer  Software 


Blue  Cross/Blue  Shield,  the  giant  pioneer 
health  insurer,  is  showing  symptoms  of  seri- 
ous malaise.  A  case  of  too  much pampering? 


Insurance  blues 


By  Robert  Teitelman 
and  Ralph  King  Jr. 


In  1984  Blue  Cross  &  Blue  Shield 
of  Northern  Ohio,  losing  market 
share  to  competing  providers  of 
health  insurance  since  1978, 
hit  upon  a  different  strategy. 
To  cut  costs,  and  premiums,  it 
decided  to  put  all  hospital  con- 
tracts out  to  competitive  bid- 
ding. Hardly  startling  in  most 
other  lines  of  work,  but  with- 
out precedent  for  a  Blues  plan. 
Yet  not  only  did  excluded  hos- 
pitals sue,  and  scuttle  the  bid- 
ding, but  a  few  signed  up  with 
a  competing  Blues  plan  based 
in  Cincinnati,  which  was  ad- 
vertising for  customers 
statewide.  Warns  a  spokesman 
for  the  Cleveland  plan:  "We're 
on  the  verge  of  a  Blue  Cross 
war  in  this  state." 

Life  in  a  newly  competitive 
environment  poses  problems 
for  the  world's  largest  health 
insurer  (1984  revenues,  $39.9 
billion).  Over  the  last  decade 
Blue  Cross/Blue  Shield  has  felt 
the  same  forces  that  are  turn- 
ing doctors  into  clock-punch- 
ers (see  following  story). 

But  although  the  organiza- 
tion has  lost  10%  in  market 
share— from  43%  to  33%— be- 
tween 1975  and  1984 — no  few- 
er than  78  million  Americans  still 
carry  a  Blue  Cross/Blue  Shield  card. 

As  doctors  did,  Blue  Cross  is  having 
to  deal  with  new  problems.  Founded 
in  1929,  the  first  Blue  Cross  plans 
were  survival  measures  for  hospitals 
flooded  by  patients  who  couldn't  pay 
their  bills. 

The  answer,  first  used  with  1,250 
Dallas  schoolteachers:  an  insurance 
plan  that  gave  members  the  right  to 


up  to  21  days  of  hospitalization  at 
Baylor  University  Hospital  for  only  50 
cents  a  month  in  premiums. 

So  successful  was  the  scheme  that 
doctors  set  up  their  own  plans,  Blue 
Shield.  With  their  low  fees  and  broad 


base,  the  Blues  were  a  public  good,  a 
utility,  thereby  winning  protection 
from  taxes  and,  in  some  states,  from 
competition,  too. 

The  real  key  to  the  Blues'  success 
stemmed  from  their  ability  to  negoti- 
ate volume  discounts  from  hospitals 
and  doctors  and,  in  turn,  to  pass  those 
discounts  on  to  members  in  the  form 
of  low  monthly  fees.  Unfortunately, 
as  medical  costs  began  to  rise,  the  fees 


had  to  go  up,  too. 

As  high  medical  costs  became  an 
increasing  curse  for  business,  corpora- 
tions tried  to  get  control  of  their 
health  care  costs  by  starting  up  self- 
funded  plans.  Blue  Cross'  traditional 
allies,  the  hospitals  and  doctors, 
scrambled  to  get  the  best  deal,  wheth- 
er from  Blue  Cross  or  someone  else. 

The  Blues  reacted  slowly,  ham- 
pered by  an  organization  made  up  of 
85  independent  plans,  presided  over 
by  a  national  office  in  Chicago  that 
had  limited  powers.  As  competition 
mounted  and  its  own  responses  re- 
mained somewhat  hesitating,  the 
Blues'  reserves  fell  by  nearly  $1  bil- 
lion in  1980-81. 

Since  then  Federal  standards  for 
medical  reimbursement  have  tight- 
ened, enabling  Blue  Cross  to  rebuild 
its  reserves  to  $3.5  billion  over  the 
past  two  years,  according  to  Bernard 
Tresnowski,  national  association 
president.  And  not  surprisingly,  some 
Blues  are  stronger  than  others.  Gener- 
ally, they  tend  to  be  weakest  in  the 
South  and  Southwest,  where 
health  care  regulation  has 
been  minimal,  and  strongest 
in  the  heavily  regulated 
Northeast.  Thus,  while  the 
Blues  have  long  had  less  than 
25%  in  the  southern  Califor- 
nia market,  they  control  about 
,    80%  of  New  York  State. 

But  even  the  strongest  Blues 
are  having  to  adapt.  New  York 
State  has  finally  begun  to  ap- 
prove health  maintenance  or- 
ganizations, or  HMOs 
(Forbes,  Dec.  2,  1985),  which 
can  make  profits  by  curbing 
what  they  regard  as  unneces- 
sary hospitalizations.  Mean- 
while, competition  is  increas- 
ing from  such  health  care  pro- 
viders as  Humana,  Hospital 
Corp.  of  America,  Maxicare 
and  U.S.  Health  Care  Systems. 

The  Blues'  status  as  a  public 
utility  is  both  a  help  and  a 
hindrance.  After  all,  as  the 
Cleveland  plan  discovered, 
tax-exempt  status  makes  it 
difficult  to  choose  ruthlessly 
•  the  best  partners.  Tax-exempt 
status  also  limits  the  Blues' 
ability  to  select  the  best  risks  out  of 
the  population,  as  do  commercial  in- 
surers, but  that  inclusiveness  is 
bound  to  make  the  Blues  politically 
popular. 

Blue  Cross'  Tresnowski  is  on  rea- 
sonably strong  ground  when  he  ar- 
gues: "Health  care  is  a  community 
phenomenon,  not  a  corporate  con- 
glomerate, and  that's  where  we're 
strong."  ■ 
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MINOLTA  INTRODUCES 

A  LOT  MORE  WAYS 
TO  HANDLE  THE  DAYS 
LITTLE  UPS  AND  DOWNS. 


"Your  office  has  enough  prob- 
lems without  your  copier  being 
one  of  them. 

"That's  why  Minolta  has  given 
the  new  EP  470Z  zoom  copier 
an  abundance  of  features 
to  smooth  out 
your  day 
"They've 
given  it  a 


wider  zoom  range  and  added  a 
fine-tuning  control.  So  getting 
the  exact  size  image  you  need 
from  originals  up  to  1 1  x  1 7"  is 
even  easier 

"They've  given  it  a  versatile 
paper  cassette  system  that  lets 
you  make  up  to  2000  copies  in 
five  different  sizes,  depending 
on  which  options 
you  choose  And 
that  lets  you 
spend  your 
time  making 


-Tony  Randall 

"They've  added  a  shift  feature 
that  moves  the  image  a  little  to 
one  side  to  make  room  for  three- 
hole  punching 

"And  it  copies  in  a  variety  of 
colors 

"There's  an  optional  duplexer 
that  makes  two-sided  copying, 
and  even  copying  in  two  colors,  a 
snap  That's  something  you  can't 
get  with  anyone  else's  copiers. 

"So  see  your  Minolta  dealer. 
He's  in  the  Yellow  Pages.  Or  call 
-800-526-5256.  In  New  Jersey, 
(201)  342-6707. 

"He'll  show  you  all  the  ins 
and  outs  of  the  copier  that  helps 
you  handle  the  day's  little  ups 
and  downs." 

ONLY  FROMTHE  MIND 
OF  MINOLTA. 
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TECHNOLOGY  ALONE,  BUT  IN  THE  ABILITY  TO   MANAGE  IT. 


Diversification. 

Getting  into  new  things.  Because 
the  future  belongs  to  those  who 
anticipate  change.  To  Eaton. 


F.T>N 

Growing  into  the  future. 

Automotive  •  Electronics 
Defense  •  Capital  Goods 


You've  heard  all  about  the  oil  glut. 
Now  lets  talk  about  the  doctor  glut. 


Hippocrates  meets 
Adam  Smith 


I os  Angeles  cardiologist  Da- 
_  vid  Frisch  doesn't  think 
■  much  of  his  chosen  pro- 
fession these  days.  "Medicine 
stinks,"  he  says.  His  gripe  isn't 
with  the  long  hours,  nor  the 
heavy  philosophical  questions 
raised  by  new  medical  technol- 
ogies. It's  about  the  loss  of  con- 
trol in  treating  patients.  And  it's 
about  money.  "My  personal  in- 
come dropped  20%  in  1983  and 
1984,"  Frisch,  39,  complains. 
Last  year  was  better,  but  only 
because  he  scrambled.  "By  em- 
phasizing an  office  practice  in- 
stead of  a  hospital  practice,"  he 
says,  "I  was  able  to  avoid  the 
reduced  income  that  other  doc- 
tors are  experiencing  today." 

Economics  101  says  that 
prices  rise  when  demand  for  a 
product  exceeds  the  supply 
available  at  the  old  price.  The 
higher  price  elicits  additional 
production.  Result:  Either 
prices  drop  again  or  some  pro- 
duction goes  unsold.  But  does 
supply-and-demand  economics 
apply  to  medicine? 

Apparently  it  does.  After  de- 
cades of  almost  limitless  freedom  to 
charge  what  they  wished  for  as  much 
health  care  as  they  wished  to  supply, 
the  country's  doctors  are  suddenly 
finding  that  there  is  more  health  care 
available  than  there  are  customers 
for  it. 

As  a  result,  for  many  doctors,  in- 
come growth  is  beginning  to  slow,  or 
stop  completely.  According  to  the 
American  Medical  Association,  U.S. 
physicians'  mean  income  after  ex- 
penses and  before  taxes  was  $108,400 
in  1984  (the  1985  figures  aren't  in 
yet) — a  2%  increase  over  1983,  well 
below  the  rate  of  inflation.  Some  doc- 
tors— neurosurgeons  and  plastic  sur- 


By  Ellen  Paris 


Surgeon  Arnold  Seid 
An  end  to  privilege. 


geons,  for  example — fared  better.  But 
for  most,  the  earnings  trend  is  flat  to 
somewhat  down. 

While  all  this  hardly  qualifies  as  an 
economic  catastrophe  for  the  profes- 
sion, there  is  no  question  that  it  repre- 
sents a  watershed,  a  cresting  of  afflu- 
ence and  influence.  Sighs  Santa  Moni- 
ca surgeon  Arnold  Seid,  "We  are  no 
longer  a  privileged  class." 

"We  loved  the  old  way,"  reminisces 
Dr.  James  Silverman,  chief  of  staff  at 
Stanford  University  Medical  Center. 
"There  was  no  shortage  of  work,  and 
everyone  was  happy.  At  the  beginning 
of  the  year  doctors  would  target  their 
income  and  reach  it  in  a  number  of 


ways.  You  could  always  charge 
for  lab  tests  you  didn't  do." 

What  happened?  In  essence, 
this:  High  medical  prices  in- 
duced both  a  greater  supply  of 
doctors  and  a  drive  by  medical 
entrepreneurs  and  their  custom- 
ers to  reorganize  health  care  de- 
livery so  as  to  cut  costs. 

From  1950  to  1965,  when 
Norman  Rockwellesque  doc- 
tors still  drove  Buicks,  instead 
of  Porsches  and  Mercedes,  and 
made  house  calls,  the  doctors' 
ranks  grew  at  less  than  2%  an- 
nually, while  medical  outlays 
were  increasing  8%  a  year  in  the 
U.S.  Demand  and  ability  to  pay 
for  medical  care  were  clearly 
rising  much  faster  than  the 
number  of  doctors.  Doctors'  in- 
comes took  off:  $16,017  in  1955, 
$28,960  in  1965,  $58,440  in 
1975,  over  $100,000  today,  ac- 
cording to  Medical  Economics 
magazine.  Rising  incomes  elic- 
ited additional  supply.  In  1965 
there  were  277,600  doctors  in 
the  U.S.,  1  for  every  697  Ameri- 
cans (see  chart,  p.  64).  Today 
there  are  506,000  practicing 
physicians,  1  doctor  for  every  471 
Americans,  with  more  doctors  per 
capita  every  day.  A  recent  Peat,  Mar- 
wick,  Mitchell  study  warns  there  will 
be  a  surplus  of  between  70,000  and 
185,000  physicians  by  1990. 

The  country's  more  money-moti- 
vated students  have  received  the  mes- 
sage. Medical  school  applications 
have  dropped,  from  42,624  for  14,579 
places  in  1974-75  to  32,893  for  16,268 
places  last  year.  Of  particular  interest, 
applications  to  Stanford,  where  tu 
ition  for  four  years  of  private  ni' 
school  now  costs  $65,760,  fell  from 
5,711  in  1980  to  4,400  last  year.  But 
over  the  same  period,  applications  to 
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Los  Angeles  cardiologist  David  Frisch 
"My  income  dropped  20%." 


UCLA's  public  medical  school,  where 
four  years  costs  nonresidents  $25,120 
($5,920  for  California  residents),  rose 
from  3,000  to  4,500.  Cost  conscious- 
ness is  in. 

How  ironic.  For  years  U.S.  physi- 
cians wrapped  themselves  in  the  flag 
of  private  enterprise  and  lobbied  hard 
to  save  themselves  from  socialized 
medicine  a  la  Britain  and  Scandinavia. 
They  forgot  that  free  enterprise  in- 
cludes the  freedom  of  newcomers  to 
enter  a  business  at  will. 

Instead  of  being  socialized,  medi- 
cine is  being  industrialized.  Much  as 
19th-century  France 's grands  magasins 
grabbed  clients  from  the  little  shop- 
keepers, well-capitalized  health  care 
combines,  such  as  Maxicare  (Forbes, 
Dec.  2,  1985),  Cigna  Health  Plan  and 
HealthAmerica,  are  siphoning  off  the 
private  practitioners'  patients,  rebun- 
dling  those  patients  into  health  main- 
tenance organizations  (HMOs),  pre- 
ferred provider  organizations  (PPOs) 


and  other  forms  of  prepaid  health  care 
that  deliver  employee  care  to  employ- 
ers at  lower  cost.  Maxicare  now  pro- 
vides care  for  745,000  workers  and 
their  dependents  in  several  states,  up 
from  87,000  five  years  ago. 

This  phenomenon  is  not  limited  to 
California.  Maxicare  is  about  to  move 
into  the  competitive  New  York  mar- 
ket. In  Minneapolis  more  than  18,000 
Honeywell  employees  now  have  the 
option  of  using  an  HMO. 

Around  the  country,  over  31  mil- 
lion U.S.  workers  and  their  depen- 
dents now  receive  their  medical  care 
through  HMOs  and  PPOs. 

"Every  physician  with  an  estab- 
lished practice  is  seeing  it  being  nib- 
bled away  at  by  PPOs  and  HMOs," 
says  Dr.  James  Davis,  speaker  of  the 
American  Medical  Association's 
house  of  delegates.  Frets  Dr.  Luis 
Perez,  president  of  the  Florida  Medi- 
cal Association:  "Florida  is  following 
California — everyone  is  fighting  for 


Climbing  incomes,  exploding  costs 


patients." 

Smiles  Maxicare  Chairman  Fred 
Wasserman:  "Every  day  we  are  find- 
ing it  increasingly  easy  to  sign  con- 
tracts with  doctors." 

Such  comments  don't  go  down  well 
with  doctors  accustomed  to  the  con- 
trol over  supply  and  pricing  they  en- 
joyed under  the  old  third-party  reim- 
bursement system.  "Business  has  no 
place  in  medicine,"  says  Dr.  Philipp 
Lippc,  a  San  fose,  Calif,  neurosurgeon 
who  says  his  net  income  has  recently 
fallen  10%  because  he  sees  fewer  pa- 
tients in  the  hospital,  performs  fewer 
operations  and  can  no  longer  pass  all 
his  rising  costs  on  to  patients.  "I  re- 
sent the  industrialization." 

Arthur  Golding,  a  Los  Angeles  tho- 
racic and  cardiovascular  surgeon  who 
has  been  practicing  19  years,  is 
blunter  still.  Success  in  medicine,  he 
maintains,  "used  to  be  [based  on]  skill 
and  dedication.  Now  to  practice  you 
have  to  be  a  businessman,  a  backslap- 
per  and  an  ass-kisser — and  it  will  get  a 
hell  of  a  lot  worse." 

Golding  may  be  right.  Sanford  C. 
Bernstein  &  Co.  estimates  that,  by 
1990,  70%  of  the  U.S.  population  will 
be  enrolled  in  prepaid  plans. 

Happy  or  not,  many  physicians  are 
swimming  with  the  current.  Dr.  Sinn 
Moorthy  of  Lancaster,  Calif.,  for  ex- 
ample, is  one  of  five  primary  care  phy- 
sicians who  have  contracted  to  look 
a^ter  10,000  Maxicare  patients.  Maxi- 
care contracts  with  employers  to  pro- 
vide health  care  for  between  $61  and 
$92  per  month  per  employee  (family 
premiums  range  from  $168  to  $279 
per  month).  Maxicare  then  contracts 
with  doctors  like  Moorthy  to  see  to  all 
of  an  employee's  health  care  needs  for 
a  monthly  capitation  fee,  in 
Moorthy's  case,  of  $23  a  patient. 

This  capitation  fee  is  to  cover  all 
outpatient    (i.e.,    nonhospital)  ex- 


r 


:veral  years,  the  number  of  practicing  ph1 
cians  has  grown  faster  than  the  population  as  a 
whole,  in  part  because  of  the  doctors'  economically 
privileged  position. 


U.S.  population  (millions) 


Number  of  physicians  (thousands) 


The  doctors'  median  income  curve,  below,  was  still 
climbing  in  1984;  the  1985  data  are  not  yet  in.  But  to 
judge  from  the  doctors'  complaints,  the  curve  is  now 
leveling  off,  perhaps  even  falling. 


Physicians  per  million  U.S.  population      Median  physicians'  income  (Sthousands) 
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Misha  Askr'en 

Working  evenings  and  weekends  and  making  house  calls. 


Maxine  Ostrum 

Beepers  for  her  patients. 


penses — office  visits,  blood  tests,  X 
rays,  examinations  by  specialists,  the 
works.  Whatever  Moorthy  and  his  as- 
sociates can  make  on  that  $23  per 
patient  monthly  capitation  fee  is  their 

>'  j  profit.  If  they  overspend,  too  bad.  The 
loss  is  also  theirs.  Moorthy  estimates 
a  doctor  would  need  at  least  2,000 
patients  to  earn,  pretax,  $60,000  to 
$70,000  a  year. 

From  the  monthly  premiums  it  col- 
lects, Maxicare  also  sets  aside  money 
for  a  hospital  fund.  If  the  doctors  and 
the  affiliated  hospitals  spend  less  on 
hospitalization  than  Maxicare  has 
earmarked,  the  HMO  shares  the  sav- 
ings with  the  doctors.  Or  the  hospital 
and  the  doctors  split  the  savings. 
What  happens  if  hospital  and  doctor 
spend  more  than  Maxicare  has  bud- 

i  i  geted?  The  next  month's  capitation 
fee  will  fall  to  make  up  the  difference. 

In  this  less  hospitable  environment, 
more  doctors  are  opting  for  less  risk, 
more  security.  This  is  especially  true 


for  younger  doctors  who  have  heavy 
medical  school  debts  to  repay  and  for 
specialists  whose  malpractice  insur- 
ance premiums  can  easily  exceed 
$35,000  a  year. 

Howard  Fullman,  for  example,  is  a 
30-year-old  gastroenterologist  who 
completed  his  residency  in  1983.  Full- 
man  jumped  at  an  offer  to  work  full 
time  in  the  west  Los  Angeles  office  of 
Kaiser-Permanente,  one  of  the  first  of 
the  country's  HMOs  and  now  the 
largest.  Fullman  earns  a  salary  some- 
what in  excess  of  $60,000  and  still 
owes  $20,000  in  med  school  loans. 
But,  he  says,  "I  am  happy  with  the 
income,  and  the  benefits  are  great. 
There  is  better  security.  I  don't  have 
to  worry  about  what  is  happening  in 
the  medical  marketplace." 

Compare  Fullman's  experience 
with  that  of  another  young  Los  Ange- 
les doctor,  Michael  Clements.  Cle- 
ments opted  for  a  private  practice.  He 
runs  a  modest  family  practice  with  no 


nurse  and  a  single  secretary.  Cle- 
ments, 34,  owes  $10,000  in  student 
loans.  In  1981  he  borrowed  another 
$50,000  over  five  years  to  buy  his 
practice.  Clements'  practice  brings  in 
around  $130,000  annually.  But  rent, 
insurance,  secretarial  costs  and  what- 
ever personal  costs  Clements  can 
throw  on  the  business  ate  up  70%  of 
that  gross  last  year,  leaving  him  with 
$40,000  pretax  income. 

"I  could  have  joined  Maxicare  for 
$50,000,  but  I  don't  like  dancing  to 
someone  else's  tune,"  says  Clements. 
"My  wife  works  as  an  actress  and  has 
had  some  national  commercials, 
which  have  helped  a  lot." 

Another  Californian,  cardiologist/ 
internist  Mason  Weiss,  30,  says  he 
considered  going  on  salary  at  an  HMO 
but  decided  to  go  into  private  practice. 
"You  could  only  look  forward  to  sala- 
ry increases  of  5%  a  year,"  says  Weiss 
of  the  HMO.  "With  this  [private  prac- 
tice] there  is  the  potential  for  a  larger 


With  doctors  finding  it  tougher  to  pass  their  costs 
the  explosive  growth  in  medical  education  cost  may 
moderate.  Straw  in  the  wind:  There  were  fewer 
applications  to  med  schools  in  1985  than  in  1975. 


Consumer  price  index 


Medical  school  median  tuition  (Sthousands) 
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Some  advice  for  the  spendthrift 


M  wise,  old  (86)  and  solvent  gentleman  we  know 
aa  says  the  money  he  made  was  good  for  only  two 
things:  "First-class  travel  when  I  was  young,  and  tak- 
ing care  of  myself  when  I  was  old." 

That  is  still  sound  advice,  but  it  has  a  corollary: 
Save  something  from  that  first-class  sightseeing  so 
you  won't  have  to  depend  on  government  programs 
for  the  right  kind  of  health  care  when  you  are  too 
old  to  enjoy  travel.  The  rise  in  doctors'  bills  may  be 
leveling  off,  but  they  are,  and  are  likely  to  remain, 
sky-high.  In  theory,  Medicare  provides  basic  health 
care  for  Americans  over  the  age  of  65.  But  because  of 
stringently  enforced  reimbursement  limits,  it  typi- 
cally pays  about  half  of  total  out-of-pocket  hospital 
and  doctor  charges.  For  old  folks,  that  can  mean 
financial  trouble. 

Worse,  Medicare  pays  nothing  at  all  toward  long- 
term  and  nursing  home  care  or  for  Alzheimer's  dis- 
ease. "We  call  it  Medigap,"  complains  Larry  Lutz, 
chairman  of  the  Health  Care  Committee  for  the  Cali- 
fornia Commission  on  Aging.  Only  a  fool  would  count 
on  more  generosity  from  these  public  programs  at  a 
time  when  the  federal  budget  is  horrendously  out  of 


balance  and  the  voters  are  in  a  nonspending  mood. 

Perversely  enough,  the  poor  fare  better  than  the 
relatively  prosperous  elderly.  If  you  are  low-income 
and  meet  requirements,  you  qualify  for  Medicaid, 
which  now  provides  health  care  for  21.6  million. 
"California's  medicaid  program  [called  Medi-Cal]  gen- 
erally covers  more  than  any  private  insurance  plan," 
says  John  Rodriguez,  deputy  director  of  Medi-Cal. 
When  medically  necessary  Medicaid  pays  unlimited 
hospitalization,  doctor  visits,  dental  and  vision  care, 
chiropractor  and  acupuncture  visits.  It  even  covers 
long-term  care,  including  nursing  home  care.  But  old 
people  qualify  for  Medicaid  as  low-income  recipients 
only  after  they  exhaust  nearly  all  their  assets. 

Nearly  anyone  can  be  bankrupted  by  catastrophic 
illnesses  such  as  chronic  kidney  failure  or  cancer. 
According  to  Dr.  Bernard  Salick,  of  Beverly  Hills' 
Salick  Health  Care  Inc.,  which  runs  outpatient  cancer 
and  dialysis  centers,  a  dialysis  patient  can  run  up  bills 
of  $25,000  to  $35,000  a  year.  Chemotherapy  drugs 
cost  anywhere  from  $100  to  several  thousand  per  shot. 
Something  to  think  about  before  you  spend  your  year- 
end  bonus  on  a  fancy  new  car.  IRA,  anyone? — E.P. 


income,  and  I  am  young  enough  to 
take  the  risk." 

But  for  Weiss,  Clements  and  their 
colleagues  who  go  into  private  prac- 
tice, it's  not  much  like  the  old  days. 
They  have  to  learn  about  marketing. 
Dr.  Maxine  Ostrum,  a  Beverly  Hills 
private  family  practitioner  for  40 
years,  recently  took  a  course  in 
marketing.  After  the  course  she 
bought  some  beepers.  Now 
when  her  patients  stack  up  in 
the  waiting  room  she  hands 
them  a  beeper,  sends  them  out 
shopping  and  then  beeps  them 
when  she's  ready  to  have  them 
come  in.  "I  have  also  put  a  tele- 
vision in  the  waiting  room," 
Ostrum  says. 

"We  have  become  neighbor- 
hood doctors,"  says  Dr.  Misha 
Askren,  who  with  an  associate 
runs  a  family  practice  out  of  a 
west  Los  Angeles  storefront.  To 
attract  patients,  Askren  adver- 
tises in  a  weekly  throwaway  pa- 
per put  out  by  a  local  supermar- 
ket, places  notices  in  a  church 
bulletin,  sends  his  patients  a 
quarterly  newsletter  and  gives 
free  lectures  at  his  office  on  sub- 
jects like  AIDS,  childbirth  and 
aging.  Askren  keeps  his  office 
open  evenings  and,  for  emergen- 
cies, on  weekends  and  even 
makes  house  calls.  But  just  in 
case,  Askren  has  also  contracted 
with  three  local  PPOs,  agreeing 
to  treat  their  patients  at  up  to 
15%  off  his  normal  rates. 


There  is  a  deeper  question  in  all 
this.  Will  the  country  continue  to  re- 
ceive an  adequate  level  of  medical 
care  as  the  power  of  supplying  and 
pricing  the  care  shifts  from  doctors  to 
businessmen?  Part  of  the  answer,  of 
course,  depends  on  what  constitutes 
"adequate"   health   care.   But  this 


Internist  Charles  Friedman 
Will  patients  be  the  losers? 


much  is  clear:  Cost  containment  will 
almost  surely  translate  to  less  lavish 
use  of  medical  facilities. 

"When  an  HMO  doctor  does  expen- 
sive tests,  he  punishes  himself  eco- 
nomically, because  there  is  less  profit 
in  the  HMO  to  be  distributed  to  the 
member  physicians  at  the  end  of  the 
year,"  warns  Dr.  Charles  Fried- 
man, a  Santa  Monica  internist 
who  recently  decided  against 
joining  a  local  Maxicare  group. 

"I  felt  HMO  health  care  was 
inconsistent  with  the  standards 
I  was  taught  in  medical  school," 
explains  Friedman,  adding: 
"There  is  also  a  disincentive  for 
HMO  physicians  to  document 
complaints  in  a  patient's  chart 
because  failure  to  investigate  a 
symptom  could  amount  to  neg- 
WM  ligence.  Under  an  HMO,  a  doc- 
tor may  not  even  want  to  hear  a 
complaint — much  less  docu- 
ment one — because  of  the  fear 
^  of  later  being  accused  of  mal- 
practice or  negligence."  Maxi- 
care insists  it  has  adequate  re- 
view procedures  to  guard 
against  the  danger  of  its  doctors' 
shortchanging  their  patients. 

When  the  smoke  clears,  med- 
icine will  still  be  a  lucrative  pro- 
fession, but  less  open-endedly 
so  than  it  was.  The  good  news  is 
that  the  spiraling  medical  costs 
that  contributed  so  substantial- 
ly to  inflation  in  recent  decades 
may  finally  be  coming  under 
control.  ■ 
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Over  city.  Over  state.  Overnight. 
For  about  half  what  most  others  charge. 
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When  you  have  something  urgent  to  sen 
i  me  makes  it  easier  and  more  economical 
'  nan  Express  Mail  Next  Day  Service1? 

Two  simple  prices  cover  almost  every 
j  hing  we  deliver — $10.75  for  packages  up 
o  two  pounds,  $12.85  for  items  up  to  five 
>ounds.  That's  about  half  what  most  others 
j  harge.  And  with  26,000  Express  Mail® 
ibost  offices  and  thousands  of  collection 


SERVICE 


e  were  just  a  few  steps  away, 
h  advantages  like  these,  it's  no  wonder  that 
people  count  on  Express  Mail  Next  Day  Service 
over  120,000  times  every  day. 
So  for  the  best  combination  of  ease,  economy  and 

reliability,  put  CYDDFCC  UAll 
N      your  package  OrnEW  mMIS* 

I-  on  the  wings  NEXT  DAY  SERVICE  m*m 

I       of  the  eagle.    We  deliver  excellenccjor  less. 

©USPS1985 


When  you 

think  of  Xerox 
what  do  you 
think  of? 

It's  almost  instinctive  to  think  ot  copiers  whenever  the  name  Xerox  is  mentioned.  After  all,  25  years  ago  we  invented 
the  category.  And  since  that  time  we've  become  the  gold  standard  for  dependable  and  diverse  desktop,  mid  and  high 


But  just  for  the  record,  in  the  last  8  months  we've  introduced  30  new  office  systen 
and  business  solutions.  From  Xerography  To  Lasography.  All  of  these  new 
systems  and  solutions  are  designed  to  help  you  create,  preserve  and  share  docu- 
ments of  unsurpassed  quality.  And  all  are  backed  by  Team  Xerox.  The  people  wh« 

provide  a  service  and  suppor 
organization  second 
to  none. 

Most  of 
*  these 
new  systems; 
are  the  direct 
results  of  harne 
ing  the  power  of  the 


laser.  What  we  call 

Lasography.  You  see,  ten  years  ago  Xerox  believed  the  best  way  to  print  text 
and  graphics  from  simple  memos  to  complex  reports  would  be  through 
lasography.  So,  we  began  work  on  a  new  generation  of  office  systems 
For  instance,  the  Documenter  System  you  see  here  gives  office 
professionals  a  personal  lasographic  system  right  at  their  fingertips 
A  desktop  system  that  lets  them  create  and  print  documents  of 
/  incredible  clarity. 

The  Documenter  consists  of  the  Xerox  6085  Professional  Compute 
/stem  and  the  Xerox  4045  Laser  CP  The  6085  offers  a  unique  19  inch 
map  screen  with  multiple  windows  that  allow  you  to  spread  out  all 
of  your  work  right  in  front  of  you. 
windows  allow  you  to  work  on  many  things  at  once.  Using  either  our  Viewpoint5  or  MS-DOS1  software. 
And  when  you're  ready  to  print  documents,  you  can  use  the  Xerox  4045  Laser  CP  shown  here  or  one  of  the  latest  Xerox 
Diablo  printers. 


The  Xerox  Documenter  System. 


XEROX?  and  the  identifying  names  and  numbers  are  registered  trademarks  of  XEROX  CORPORATION.  MS-DOS®  is  a  registered  trademark  of  Microsoft  Corporation 
IBM  is  a  registered  trademark  of  the  International  Business  Machines  Corporation.  ViewPoint®  is  a  registered  trademark  of  XEROX  CORPORATION. 


XEROX 


The  Xerox  4050  Laser  Printing  System  featured  here  is  the  newest  lasographic  printer  from  Xerox.  It  offers  the  power 
and  capabilities  of  the  Xerox  9700  and  8700  in  a  medium  speed  laser  printer. 

IWeVe  also  introducing  the  Xerox  XPS  701.  A  low  cost,  full  function,  turnkey  publishing  system.  The  entry  level 
The  xerox  4050        _  XPS  701  enables  you  to  create  and  manage  text  and  graphic 
I    Laser  Printing  System.  'nPut-  It's  especially  designed  for  large  illustrated  documents  that 

I  jBg. ,      •  ___  require  frequent  revision,  fast  production  turn- 

around and  relatively  small  print  runs. 

And  for  those  who  want  more  than  a  line 
printer  but  less  than  a  laser  printer,  there's  the 
Xerox  4060  Computer  Printing  System.  Using 
Ion  Deposition  Technology,  the  advanced 
4060  is  ideal  for  the  IBM  data  center. 

Yet  another  exciting  capabilities  story 
revolves  around  networks  and  software. 
The  Most  Complete  Family  Of  Networks, 
pox  now  offers  the  most  comprehensive  networking  capabilities  in  the  industry. 

i  The  new  XC22  twisted  pair  network,  is  low  cost  and  simple  to  install  and  takes  advantage  of  existing  telephone  wires, 
jie  XC22  allows  work  groups  to  share  information  and  resources  such  as  laser  printers  and  rigid  disks. 
i|  The  XC24  System  uses  a  coaxial  cable  that  can  easily  inn  along  the  base  of  office  walls  or  in  ceilings.  And  it's  an  entry- 
level  option  utilizing  the  same  industry  standard  MS-DOS®  operating  system  as  does  the  XC22.  The  XC24  is 
also  user  installable,  easy  to  learn  and  use. 

Finally  there's  the  XC80  network  family  using  Ethernet.  Fully  configured  networks,  with  virtually  unlimited 

work  stations,  printers,  storage,  main  frame  communications  and  internetworking  appli- 
cations. The  key  to  all  of  these  networking  capabilities  is  that 
we  can  design  business  solutions  that  enable  small  work 
groups  or  full  departments  to  easily  share  information.  Two 
examples  are  the  new  Xerox  Integrated  Financial  Manage- 
ment and  Purchasing  Management  Solutions.  Both 
contain  powerful  depart- 
mental processing 
options  such  as 

The  Xerox  xps  701.  sophisticated  relational 

:ita-base  management,  host  program  access,  electronic  mail  and  high  capacity  file,  disk  and  print 
;rvices  which  enable  each  application  to  fulfill  complete  purchasing  or  financial  needs.  Xerox  is 
bo  introducing  the  4020  Color  Ink  Jet  Printer,  which  is  also  network  compatible.  The  4020  can 
.oduce  up  to  4000  shades  of  seven  primary  colors.  And  finally  Xerox  is  introducing 
le  Telecopier  7010.  A  portable  digital  facsimile  transceiver  that  can  transmit  a  hand  The  Xerox  4060 
ritten  or  typed  page  in  just  25  seconds.  Before  we  leave  we'd  like  to  remind  you  of  Computer  Printing  System, 
am  Xerox.  A  unified  support  structure  that  includes  people,  products  and  services.  All  here  to  help  you  every  step  of  the  way. 

So  the  next  time  you  hear  the 


ni 


name  Xerox,  we  hope  you'll  think  of 
more  than  just  the  world's  most 
dependable  copiers. 


TeamXerox 


Xerox  Networks. 

For  more  information,  call  your  local  Xerox  sales  office  or: 

1-800-TEAM  XRX,  ext.  212 

(I-800-832-6979,  ext.  212) 


Yes.  I'm  interested  in  learning  more  about  the  newest  Xerox  office  systems  and 
business  solutions. 

Send  this  coupon  to:  Xerox  Corporation,  RO.  Box  24.  Rochester.  NY  14692. 

□  The  Documentor  System  □  The  Xerox  XPS  701  System 

□  The  4045  Laser  CP  □  The  Xerox  7010  Telecopier 

□  The  4060  Computer  Printing  System    □  The  4050  1  aser  Printing  System 

□  Xerox  Networks  and  Software  □  The  4020  Color  Ink  Jet  Printer 

□  Please  have  a  sales  representative  call  me. 
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If  vou  can't  wait,  call 
1-800-TEAM-XRX,  ext.  212 

(l-X00-812-6979.ext.2l2) 
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It's  all  well  and  good  to  arouse  boards  of  directors  from  their 
deep  snoozes,  but  do  we  really  want  boards  usurping  the  job  of 
the  chief  executive  officer? 

Kibitzing  from 
the  boardroom 


By  Richard  Bebar 
and  Mark  Clifford 

Hostile  takeover  offers.  Con- 
fusing court  decisions.  Peeved 
shareholders.  Nervous  insur- 
ers. Litigious  lawyers  looking  for  ev- 
ery chink  in  your  legal  armor.  Angry 
demands  that  hoards  of  directors  stop 
dozing  through  meetings  and  start 
asking  tough  questions. 

In  the  current  damned-if-you-do, 
damned-if-you-don't  world  of  corpo- 
rate governance,  the  126,000  director- 
ships of  America's  publicly  traded 
corporations  are  fast  becoming  a  good 
deal  less  desirable  than  they  once 
were.  Two  out  of  every  three  candi- 
dates approached  for  board  nomina- 
tions by  executive  recruiter  Korn/ 
Ferry  are  not  interested.  Why?  "Direc- 
tors are  finding  themselves  in  no-win 
situations  more  and  more  often,"  says 
Lester  Korn. 

Shareholders  are  not  the  only  ones 
suing.  The  FDIC,  which  threw  ten 
directors  off  the  board  of  Continental 
Illinois  in  1984,  now  routinely  sues 
directors  of  failed  banks.  Last  year  the 
commission  filed  suit  against  more 
than  200  directors  at  banks  across  the 
country,  and  also  began  sending  regis- 
tered letters  to  other  board  members 
at  their  homes.  "We  wanted  to  im- 
press upon  them  that  the  primary  re- 
sponsibility for  turning  the  bank 
around  rested  with  the  board,"  says 
former  FDIC  Chairman  William 
Isaac.  "We  were  concerned  that  in 
many  cases  directors  may  not  have 
even  read  the  exam  report  or  that 
management  had  put  a  gloss  on  it." 

Good,  you  say.  It's  about  time 
someone  stood  up  for  the  interests  of 
stockholders  in  corporate  governance 


fights — especially  in  the  current  top- 
sy-turvy environment  of  takeover  ma- 
nia. In  1985  some  32  takeover  deals 
valued  at  $1  billion  or  more  were  ei- 
ther proposed  or  actually  approved  by 
corporate  boards.  But  stop  for  a  min- 
ute and  think:  Is  this  new  emphasis 
on  boards  as  watchdogs  entirely  a 
good  thing? 

"There  are  lawyers  who  specialize 
in  filing  'strike  suits'  on  behalf  of 
shareholders,"  says  one  prominent  at- 
torney close  to  the  currently  unfold- 
ing feud  between  Texaco  and  Penn- 
zoil.  "Their  function  is  to  second- 
guess  any  decision  made  in  a 
controversial  situation.  I  think  it 
stinks."  Some  observers  are  con- 
vinced that  fear  of  just  such  lawsuits 
is  really  what  is  holding  both  sides 
back  from  the  kinds  of  compromises 
that  could  lead  to  a  sensible  and  expe- 
ditious settlement. 

Consider  the  bizarre  bind  in  which 
the  board  of  Beatrice  Cos.  now  finds 
itself — being  sued  by  the  company's 
own  shareholders  for  a  rescue  effort 
that  dumped  a  controversial  chief  ex- 
ecutive, James  Dutt.  Under  Dutt,  mo- 
rale had  reached  such  depths  that  doz- 
ens of  top  executives  either  quit  or 
were  fired.  To  get  Dutt  to  leave,  the 
board  had  to  offer  him  a  reported  $4.5 
million  golden  handshake,  and  then 
had  to  induce  56  of  the  top  brass  to 
stay  on  by  offering  them  attractive 
golden  parachutes  in  case  of  a  take- 
over. "There  were  Beatrice  resumes 
all  over  Chicago,"  explains  one  out- 
side director.  "We  had  to  stabilize  the 
thing." 

What  did  the  board  get  for  saving 
the  company?  Soon  after  the  golden 
parachutes  were  put  in  place,  Beatrice 
became  the  target  of  a  leveraged 


buyout.  That  provoked  enraged  share- 
holders to  file  nearly  20  different  suits 
to  cancel  the  financial  packages.  Ob- 
serves the  director  wearily:  "Suppose 
we  had  let  senior  management  dis- 
solve. Then  we  would  have  been  criti- 
cized for  not  doing  anything." 

Nor  are  directors  able  to  get  much 
guidance  from  the  courts  on  the  tough 
decisions  they  now  face  almost  daily. 
In  some  cases  courts  have  approved 
measures  such  as  "poison  pill"  rights 
offerings,  designed  to  frustrate  hostile 
bidders  in  takeover  fights,  while  disal- 
lowing other  antitakeover  tactics, 
such  as  so-called  lockup  measures. 
"We're  making  up  the  rules  as  we  go 
along,"  complains  a  former  director  of 
SCM  Corp.,  which  had  its  own  lockup 
provisions  against  Hanson  Trust  dis- 
allowed last  month  by  a  New  York 
court.  "That's  the  scary  part." 

Much  has  been  written  about  the 
increasing  difficulty  of  getting  liabil- 
ity insurance  for  directors.  In  the  last 
year  alone  insurance  premiums  of 
such  coverage  have  risen  more  than 
500%,  and  in  some  cases  increases 
have  exceeded  1,000%.  When  Control 
Data  was  unable  to  get  insurance  for 
its  directors,  three  members  of  the 
board  promptly  quit  in  protest.  Ex- 
plains one,  Joseph  Walsh:  "I'm  no 
spring  chicken.  If  anything  happens  to 
what  I've  made  and  saved  for  40-odd 
years,  I  can't  start  over  again." 

The  risks  are  mounting.  Early  last 
year,  in  a  far-reaching  decision  that 
narrows  the  protections  of  the  so- 
called  business  judgment  rule,  a  Dela- 
ware court  held  that  the  board  of 
Trans  Union  Corp.  failed  to  diligently 
seek  independent  counsel  on  manage- 
ment's recommendation  to  sell  the 
company.  The  result  was  that  Trans 
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Relay  star:  Massive  amounts  of  information  are 
now  routinely  relayed  through  space  with  almost 
unbelievable  speed  and  efficiency  via  TDRS-1, 
vanguard  of  a  new,  more  efficient,  more  secure 
system  for  NASA.  Contel — until  a  few  years 
ago  primarily  a  network  of  regional  phone  sys- 
tems— now  leads  the  way  in  space 


communica- 
tion. Through  its  partnership  in  American 
Satellite  Company,  Contel  serves  many  major  U.S. 
companies  with  private  satellite  systems. 
And  through  its  partnership  in  Spacecom, 
Contel  jointly  owns  and  operates  the  TDRS-1. 
Today,  "space"  is  a  Continental  Telecom  region 
too,  and  one  of  the  healthiest.  From  telephony 
to  satellites.  Architects  of  telecommunication. 
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If  board  members  can  provide  a  chief 
executive  with  some  useful  advice  and 
counsel,  and  even  open  a  few  doors,  fine. 
But  would  it  really  be  healthy  for  a  board 
to  interpose  itself  as  a  committee  of  part- 
time  managers? 

Union's  directors  wound  up  personal- 
ly liable  for  $13  million  in  damages. 

How  can  a  court  really  weigh  busi- 
ness risks  and  judgments?  Richard 
West,  the  dean  of  New  York  Universi- 
ty's business  school,  suggests  that 
some  recent  court  decisions  imply 
that  business  judgment  is  a  function 
of  time — of  how  long  a  decision  stays 
in  the  oven.  To  play  it  safe,  you  have 
to  go  through  a  long  dance.  The  em- 
phasis is  on  form,  on  building  a  case. 

Adds  attorney  Joseph  Auerbach,  a 
Harvard  business  school  professor 
who  has  represented  companies  in 
shareholder  litigation:  "What's  new 
now  is  that  even  in  the  absence  of 
fraud  or  conflict  of  interest,  a  court 
can  second-guess  a  board.  Boards  now 
have  no  choice  but  to  build  paper 
trails  to  protect  themselves." 

Such  an  environment  is  spawning  a 
host  of  "solutions. "  Take  Peter  Scotese 
of  the  board  of  Springs  Industries  Inc.,  a 
southern  textile  concern  (1985  sales, 
$  1  billion).  He  advances  the  notion  that 
to  do  their  jobs  properly  board  mem- 
bers should  be  provided  direct  access  to 
corporate  operating  officials  in  addi- 
tion to  the  company's  chief  executive. 
But  that  could  interject  boards  directly 
into  the  management  process,  as  well 
as  culminate  in  a  kind  of  leaderless 
"management  by  committee." 

What  in  fact  is  the  proper  role  for 
boards  in  the  corporate  governance 
process?  The  law  is  clear  that  board 
responsibility  is  to  monitor  attentive- 
ly and  to  oversee  the  performance  of 
the  chief  executive  and  his  salaried 
management  team.  Period. 

If  board  members  can  provide  a 
chief  executive  with  useful  advice 
and  counsel,  and  perhaps  even  open  a 
few  doors  for  new  business,  so  much 
the  better.  But  would  it  really  be 
healthy  for  a  board  to  interpose  itself 
as  a  committee  of  part-time  managers 
who  meet  once  a  month  to  second- 
guess  the  company's  officers  with 
endless  kibitzing? 

Says  Walter  Wriston,  the  retired 
chairman  of  Citicorp  and  an  outspo- 
ken critic  of  the  current  litigation- 


happy  business  scene:  "Too  many 
lawyers  forget  that  corporations  are 
risk-taking  enterprises  where  profit 
accrues  to  those  that  take  risk.  The 
cumulative  effect  of  all  these  lawsuits 
is  to  slow  all  of  American  business  by 
limiting  risk-taking.  There's  too 
much  concern  with  form  over  sub- 
stance. Don't  forget  that  the  most 
thoroughly  researched  product  in 
America  was  the  Edsel." 

By  contrast,  many  of  the  greatest 
decisions  of  this  century  were  "bet 
the  company"  gambles  in  which  vi- 
sionary chief  executives  either  had 
the  backing  of  their  boards  or  rode 
roughshod  over  the  opposition. 
Would  Henry  Luce  have  been  able  to 
publish  Life  magazine  in  the  face  of  its 
staggering  early  losses  in  1936  if  he 
had  to  deal  with  endless  hectoring 
from  a  queasy  board  of  directors? 
Would  Thomas  Watson  Jr.  have  been 
able  to  make  a  success  of  the  com- 
pany's System  360  mainframe  in  1964 
if  he  had  to  justify  his  strategy  to  a 
weak-kneed  board  charging  him  with 
being  crazy  to  take  so  bold  an  initia- 
tive? Would  Lee  Iacocca  have  been 
able  to  engineer  the  greatest  corporate 
rescue  act  of  the  postwar  era  if  his 
every  move  were  second-guessed  and 
analyzed  by  Chrysler's  board?  The  an- 
swer is  obvious. 

Not  since  the  Penn  Central  col- 
lapsed in  the  early  Seventies  and 
brought  a  rising  clamor  for  higher  stan- 
dards of  diligence  among  directors  has 
business  seen  anything  like  the  current 
groundswell  of  shareholder  ire  at  cor- 
porate boards.  Much  of  it  is,  in  fact, 
deserved,  for  in  many  respects  boards 
continue  to  function  as  sinecures. 

But  are  increasingly  assertive 
boards  of  directors  what  the  country 
really  needs?  "We  need  a  Magna  Carta 
for  management,"  observes  Eugene 
Jennings,  a  business  professor  at 
Michigan  State  University.  "Given 
the  present  situation,  managements 
can  get  trampled  as  boards  become 
more  assertive." 

John  Nash,  president  of  the  Nation- 
al Association  of  Corporate  Directors, 
frets  freely  about  the  problem:  "I'm 
afraid,  we're  going  back  to  having 
more  inside  directors  because  outsid- 
ers are  afraid  to  serve." 

Just  as  the  pendulum  has  swung  too 
far  away  from  active  and  responsible 
boards,  it  now  seems  to  be  swinging 
too  far  back  in  the  other  direction. 
That  is  too  bad,  because  anything  that 
further  erodes  the  willingness  of  man- 
agements to  take  risks  cannot  but  be 
unhealthy  for  our  society.  ■ 
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Buick  redefines 
the  Great 
American  Coupe. 

Once  upon  a  time, 
America's  roads  were  graced 
by  handsome,  big,  sporty 
coupes.  But  in  recent  years, 
most  big  coupes  grew  to  look 
suspiciously  like  sedans  with 
two  ot  their  doors  missing. 

Introducing  the  new,  front- 
wheel-drive  Buick  LeSabre 
Coupe.  This  is  a  whole  new 
kind  ot  big,  sporty  coupe.  It 
rides  and  handles  with  a 
tightness  and  a  crispness 
unexpected  in  a  car  ot  this  size. 

Its  bigness  will  impress  you 
immediately,  for  the  LeSabre 
Coupe  otters  a  rare  commod- 
ity in  sporty  coupes:  room. 
Genuine  room  for  six. 

Being  a  Buick,  the  LeSabre 
Coupe  offers  all  this  room  in 
true  comfort,  and  in  plush 
surroundings. 

As  for  its  sporty  side,  it  is  an 
automobile  truly  designed  for 
those  who  love  the  open  road. 


The  standard  powerplant  is  a 
multi-port,  fuel-injected  3.0-litre 
(not  availablein  California).  Or, 
order  the  available  3.8-litre  with 
sequential-port  fuel  injection 
and  roller  lifters. 

To  handle  this  perform- 
ance with  great  agility,  the 
LeSabre  Coupe  has 
MacPherson  strut  front 
suspension,  power-assisted 
rack-and-pinion  steering  and 
fully  independent  rear 
suspension. 

But  enough  of  logic. 
Buckle  up  and  visit  your  Buick 
dealer. 

And  experience  the  return 
of  the  Great  American  Coupe 
—  in  a  very  enlightened  form, 
for  more  information,  a  test 
drive  or  a  brochure,  call: 

1-800-86-BUICK  (1-800-862-8425). 


Wouldn't  you 
really  rather  have  a  Buick? 


The  Up  &  Comers 


Strategy 


Ask  any  young  company  thats  been  there: 
A  big  company's  throwing  orders  your  way 
can  be  great.  Or  it  can  be  a  disaster. 

The  sugar  daddy 
defense 


By  Marc  Beauchamp 


Let's  call  it  the  sugar  daddy  prob- 
lem. You're  a  perky  young  company, 
and  right  off  the  bat  some  well-cap- 
italized old  firm  starts  tossing  big  con- 
tracts your  way.  The  world  is  warm 


and  wonderful — until  the  sugar  daddy 
throws  the  business  someone  else's 
way,  or  maybe  does  it  himself. 
Forbes'  Up  &  Comers'  intensive  care 
ward  overflows  with  battered  manu- 
facturers— Tandon,  Computer  Mem- 
ories and  Miniscribe  come  to  mind — 


left  high  and  dry  when  IBM  took  its 
business  elsewhere. 

So  here  was  Arete  Systems  Corp.,  a 
little  (1985  sales,  $12  million)  San 
Jose,  Calif,  computer  maker  chosen  in 
late  1984  to  produce  several  members 
of  Sperry  Corp.'s  new  family  of  UNIX- 
based  midrange  computers.  "We  cele- 
brated long  and  loud,"  recalls  Douglas 
Davis,  Arete's  president.  But  before 
the  champagne  impaired  their  judg- 
ment, Arete's  top  team  confronted 
their  sugar  daddy  problem  head-on. 
"A  big  OEM  [original  equipment 
manufacturer]  deal  is  the  world's  best 
way  to  get  into  the  business,  but  not 
the  safest  way,"  explains  Arete  co- 
founder  John  (Beau)  Vrolyk.  "It's  dra- 
matic when  you  do  it  well,  traumatic 
when  you  don't." 

Arete  was  started  in  1982  with 
$15,000  put  up  by  Vrolyk,  34,  a  phi- 
losophy major  who  previously  sold 
computers  and  disk  drives;  James 
Hunt,  a  1 2-year  veteran  of  Transamer- 
ica  Corp.'s  finance  department;  and 
Michael  Fallon,  a  Silicon  Valley  ex- 
ecutive. Glenwood  Management  of 
Menlo  Park  and  Bay  Partners  of 
Mountainview,  Calif,  and  other  ven- 
ture capital  firms  threw  in  $15  mil- 
lion in  venture  capital  and  own  about 
70%.  Arete  is  still  private;  Vrolyk 
says  it  plans  to  stay  that  way,  though 


Arete  Systems  Vice  President  of  Marketing  David  Mackie 

Bis  assignment:  wean  Arete  from  its  dependence  on  Sperry. 


76 


FORBES,  FEBRUARY  10,  1986 


WE  KNOW  A  GREAT 

INVESTMENT 
WHEN  WE  SEE  ONE. 


Few  things  are  more  attractive  to  us  than  a  run- 
down structure  in  an  abandoned  neighborhood. 

Because  while  a  crumbling  wharf  may  not  offer 
the  obvious  security  of  a  suburban  mall,  what  it  does 
offer  is  the  hope  of  a  far  greater  return. 

The  key,  of  course,  is  to  find  the  right  run-down 
property  in  the  right  abandoned  location. 

And  fortunately,  CIGNA  companies  have  had  a 
great  deal  of  success  doing  exactly  that. 

From  Ghirardelli  Square  in  San  Francisco  to  Com- 
mercial Wharf  in  Boston,  we've  invested  in  projects 
that  have  rehabilitated  not  only  neglected  buildings, 
but  whole  neighborhoods.  And  earned  substantial 
returns  for  our  clients  in  the  process. 

Our  interest  in  innovative  properties  hasn't  been 
limited  to  renovations,  either. 

Over  the  years  we've  invested  in  a  range  of  non- 
traditional  concepts,  from  suite  hotels  to  rural  malls. 

We've  also  invested,  successfully,  in  new  inner-city 
commercial  construction. 


We  were  even  among  the  first  investors  to  invest  in 
earthquake-resistant  buildings. 

So  if  you'd  like  more  information  on  the  real  estate 
funds  we  manage  for  pension,  individual  or  corpo- 
rate investment,  please  write  to  CIGNA  Corporation, 
Department  R5,  One  Logan  Square,  Philadelphia, 
Pennsylvania  19103. 

While  past  performance,  as  everyone  realizes,  is 
not  an  indication  of  future  results,  we  can  promise 
you  an  investment  approach  that  has  provided 
exceptional  returns  even  during  periods  of  slow  inflation. 

We  can  promise  you  active  management  and  on- 
going evaluation  of  the  property  in  our  portfolio. 

Most  of  all,  we  can  promise  you  a  tradition  of 
investment  boldness  you  might  not  expect  from 
insurance  companies. 

In  fact,  we  might  even  be 
able  to  offer  you  an  investment 
every  bit  as  inviting  as  the  one 
you  see  here. 


CIGNA 


it  is  likely  the  venture  capitalists  will 
someday  want  to  cash  out. 

To  run  Arete,  Vrolyk,  Hunt  and  Fal- 
lon brought  in  Davis,  47,  a  profession- 
al manager  from  Singer  Co.  All  four 
are  acutely  aware  of  their  current- di- 
lemma. Vrolyk  estimates  the  three- 
year  Sperry  deal  is  "conservatively" 
worth  more- than  $100  million  to 
Arete.  Revenues  in  fiscal  1986,  which 
ends  June  30,  should  hit  $30  million, 
he  adds,  with  the  Sperry  deal  account- 
ing for  65%  of  those  revenues. 

Arete's  sugar  daddy  defense  is  two- 
pronged.  First,  the  executives  will  re- 
sist the  temptation  to  squander  mon- 
ey on  fancy  trappings.  The  chairs 
around  the  table  in  his  spartan  office, 
Vrolyk  proudly  announces,  were 
bought  at  a  bankruptcy  sale  for  $10 
each.  "People  tell  us  we  look  like  we 
should  be  headquartered  in  New  Jer- 
sey," he  laughs,  "not  Silicon  Valley." 
Thanks  to  such  ostentatious  penny- 
pinching,  much  of  Arete's  $15  million 
in  venture  capital  is  still  in  the  bank. 

Prong  two  is  investing  the  Sperry 
bonanza  in  developing  and  marketing 
new  products  before  the  bonanza 
fades.  Less  than  a  year  after  the  Sperry 
deal  was  signed,  Vrolyk  paid  a  little 
money  and  a  lot  of  stock  to  David 
Mackie,  47,  a  salesman  who  had 
helped  build  Tandem  Computers  into 
a  $624  million  (sales)  success  story. 
Tall,  tan  and  worth  $1.8  million  in 
Tandem  stock,  Mackie  is  an  expert 
scuba  diver  who  does  things  like 
chase  white-tipped  reef  sharks  into 
undersea  caves  to  snap  their  pictures. 

Mackie 's  orders  from  Vrolyk  were 
clear:  wean  Arete  from  its  dependence 
on  Sperry.  "I'd  like  to  get  to  the  point," 
Mackie  tells  Forbes,  "where  our  total 
original  equipment  business  is  only 
around  50%  [of  revenues]."  The  rest 
would  be  value-added  resellers  (who 
buy  hardware  and  sell  it  as  a  package 
with  software)  and  end-users.  The 
problem,  he  adds,  is  that  "one  large 
customer  can  drag  your  product — your 
R&D  becomes  what  he  wants,  not 
what  the  market  wants." 

Mackie  is  busily  building  Arete's 
marketing  force  from  5  salesmen  now 
to  20  by  year-end.  He  also  wants  15 
systems  analysts  to  accompany  the 
salesmen  into  the  field.  "Salesmen 
need  technical  support."  Confesses 
Mackie:  "This  is  something  we're 
sadly  lacking." 

One  reason  many  attractive  young 
companies  fail  to  deal  with  their  sugar 
daddy  problem  until  it's  too  late  is 
that  sugar  daddies  are  so  nice  and  cud- 
dly. You  don't  need  a  lot  of  R&D  or 
demanding  salespeople  with  fat  ex- 
pense accounts.  You  just  fill  orders, 
and  the  profits  roll  in.  For  a  while. 


In  giving  Mackie  plenty  of  leash, 
Vrolyk  shows  he  won't  make  that 
mistake  of  complacency.  Mackie's 
hiring  will  raise  Arete's  sales  costs 
from  next  to  nil  to  12.5%  of  revenues. 
Vrolyk,  to  his  credit,  understands  it's 
an  expense  he  must  bear. 

It  won't  be  easy  for  Mackie's  sales- 
men and  technicians  to  ease  Arete's 
dependence  on  Sperry.  Arete's  part  of 
the  minicomputer  market  is  already 
crowded  with  the  likes  of  IBM,  Data 
General  and  NCR.  Arete  will  have  to 
be  nimble  to  avoid  being  stepped  on. 
Moreover,  the  market  for  these  mid- 
range  systems,  which  cost  from 
$50,000  to  $250,000  and  support  up  to 
80  terminals,  is  quickly  maturing  as 
somewhat  less  powerful  machines, 
priced  at  up  to  $25,000,  become  more 
popular.  San  Jose's  Dataquest  esti- 
mates Arete's  market  was  worth  $7.6 
billion  in  1985  and  projects  only 
10.5%  growth  for  1986. 


"Velocity  is  our  best  de- 
fense," says  Vrolyk.  "These 
products  have  a  lifetime  of 
18  months.  When  they  [the 
big  customers]  think  they 
can  do  it  better  in- ho  use, 
there's  a  new  product." 


Thus  Vrolyk's  engineers  must 
come  up  with  new  products  for  Mack- 
ie's men  to  sell.  They  may  have  a 
winner  in  a  new  computer  that  offers 
a  highly  cost-effective  means  to  up- 
date bank  accounts,  hotel  reservation 
systems  and  inventory  controls.  An- 
other promising  product  is  a  docu- 
ment storage  and  retrieval  subsystem 
designed  to  handle  large-scale  paper- 
work flows  of  government  agencies 
and  big  corporations. 

What  about  the  Sperry  business 
that  got  Arete  going  in  the  first  place? 
Obviously  Vrolyk  hopes  to  keep  it, 
and  thinks  he  might. 

"Velocity  is  our  best  defense,"  says 
Vrolyk.  "These  products  have  a  life- 
time of  18  months.  Just  about  the 
time  they  (the  big  customers]  think 
they  can  do  it  better  in-house — 
wham — there's  a  new  product." 

From  the  sugar  daddy's  side,  Frank  B. 
Hoist,  group  vice  president  of  Sperry's 
microproducts  division,  says  Sperry  is 
"very  satisfied  with  our  selection  of 
Arete."  But  Hoist  pointedly  adds  that 
Sperry  has  not  ruled  out  making  simi- 
lar computers  in-house.  If  Sperry  does 
dump  Arete,  the  little  company  will 
at  least  have  had  the  enormous  ad- 
vantage of  intelligent  owner-manag- 
ers who  considered  such  a  possibility 
well  before  it  happened.  ■ 
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Kodak  Ektaprint  225  copier-duplicator. 


Now  you  can  make  two-sided  copies— from  one-  or  two-sided  originals— automatically 
With  the  Ektaprint  225  copier-duplicator,  you  needn't  touch  originals  or  copies  until  the  job  is 
done.  Only  the  button  that  says  "two-sided."  Plus,  M 
there's  a  full  array  of  advanced  finishing 
capabilities:  new  slip  sheeting  puts  colorful 
dividers  anywhere  in  the  set.  "Chapterization" 
starts  chapters  on  right-hand  pages.  And 
there's  automatic  in-line  insertion  of  cover 
sheets  or  letterhead.  All  on  a  proven-reli- 
able mainframe.  Call,  or  send  the  coupon. 
1  800  44KODAK  (1  800  445-6325)  Ext.  362. 


What  copiers 
can  automatically 
duplex? 


...and  add 
slip  sheets  and  covers 
or  letterhead? 

...and  chapterize? 


Kodak 


&»4 


§rscan! 


c  Eastman  Kodak  Company,  1985 


Eastman  Kodak  Conr  pany.  CD-5536 
Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume:  


Company. 

Address  

City  


.State  . 


Zip. 


Telephone) 
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The  Up  &  Comers 


Ploys 


The  Sharper  Image  has  moved  a  lot  of 
gadgets  through  the  mails,  Can  it  now 
move  them  through  the  malls? 

Richard 
Thalheimer's 
toy  chest 


By  Ralph  King  Jr. 


T|  HE    TOUGHEST    PROBLEM  with 
small  businesses  isn't  getting 
them  started.  It's  keeping  them 
growing. 

Take  The  Sharper  Image,  the  fancy 
gadgets  mail-order  outfit  operating 
from  swank  headquarters  in  down- 
town San  Francisco.  It  was  started  in 
1977  by  Richard  Thalheimer,  who 
was  then  just  29.  Now,  at  37,  Thal- 
heimer is  a  multimillionaire  with  an 
ego  to  match.  But  the  company's 
growth  has  slowed,  forcing  Thal- 
heimer into  a  major  gamble. 

Moving  merchandise  is  in  Thal- 
heimer's blood.  His  father  owned 
some  dress  shops  in  Arkansas,  and 
Thalheimer  had  put  himself  through 
San  Francisco's  Hastings  Law  School 
by  selling  office  supplies. 

After  he  was  graduated,  in  1974,  he 
sensed  joggers — he  was  one — would 
buy  fancy  stopwatches.  He  found  a 
supplier,  ran  a  magazine  advertise- 
ment and  sold  out.  Thalheimer,  him- 
self the  ultimate  yuppie,  quickly 
sensed  that  in  an  affluent  society  peo- 
ple would  and  could  pay  well  for  un- 
necessary but  intriguing  gadgets.  He 
rolled  his  stopwatch  profits  into  ads 
for  fancy  telephones,  miniature  calcu- 
lators and  the  like,  ultimately  bun- 
dling them  all  into  lavish  catalogs. 
Today  he  sells  everything  from  Uzi 
submachine  gun  replicas  at  $250  a 
copy  to  a  selection  of  topaz,  opal  and 
other  gemstones. 

Market  research-  Thalheimer  re- 
searches upon  himself.  He  just  as- 
sumes— accurately— that    there  are 


Tlje  Sharper  Images  Richard  Thalheimer 
Gambling  on  stores. 

millions  of  Richard  Thalheimers  out 
there  and  sells  them  gadgets  he  him- 
self would  buy.  "I  think  I  got  a  little 
fixated  on  toys,"  he  recently  said.  "I 
like  gadgets,  cars,  watches,  all  that 
stuff."  No  shrinking  violet,  he  likes 
featuring  himself  in  the  catalogs;  in 
his  latest  there  are  at  least  two  smil- 
ing likenesses  of  Richard  Thalheimer. 

But  Thalheimer  is  smiling  less  in 
private  these  days.  The  Sharper  Im- 
age's sales  growth  has  stalled.  The 
firm's  financial  vice  president,  fames 
Riley,  recently  projected  that  fiscal 


1986's  sales  will  be  about  the  same  as 
last  year's,  making  it  the  first  flat  year 
since  the  catalog  debuted  in  1979. 

Apparently,  Thalheimer's  market  is 
fully  saturated.  In  calendar  1985  he 
mailed  out  31  million  catalogs,  vs.  42 
million  in  1984.  A  series  of  cable-TV 
ads  died  in  1984  after  failing  to  gener- 
ate sufficient  new  orders. 

So  Thalheimer  is  taking  a  real  gam- 
ble. He  is  opening  retail  stores  around 
the  country,  in  the  hope  that  he  can 
reach  a  whole  segment  of  shoppers 
untouched  or  unmoved  by  his  cata- 
logs. Last  year  Thalheimer  opened  12 
stores,  mostly  in  big  cities  like  New 
York,  St.  Louis  and  Honolulu.  This 
year  he  intends  to  open  20  more  stores 
in  places  like  Stamford,  Conn,  and 
Beverly  Hills.  According  to  Allan 
Thalheimer,  Richard's  father,  the 
stores  are  doing  well. 

Opening  stores  is  a  big  gamble  be- 
cause it  forces  Thalheimer  to  change 
his  ways  of  doing  business.  Now  he 
must  carry  inventory  and  sign  leases 
and  compete  with  conventional 
stores  that  will  carry  many  of  the 
same  items. 

As  a  catalog  merchant,  Thal- 
heimer's only  major  investment  is  in 
his  catalog.  He  buys  his  stuff  on  de- 
ferred credit,  which  he  pays  off  from 
cash  sales.  No  inventories  and  almost 
no  working  capital  are  needed.  With 
such  financing  it  is  relatively  easy  to 
build  a  large  sales  volume  on  a  tiny 
capital  base.  Shareholders'  equity  was 
a  mere  $3.1  million  in  fiscal  1985.  Yet 
The  Sharper  Image's  sales  have  grown 
from  $28  million  in  fiscal  1982  (its 
fiscal  years  end  Apr.  30)  to  $69  mil- 
lion in  fiscal  1984  and  to  $87  million 
last  year.  In  fiscal  1984  profits  were 
$1.4  million — not  a  lot  on  sales  but  a 
huge  return  on  equity.  Thalheimer 
owns  95%  of  the  company  (his  father 
owns  the  rest). 

With  fully  stocked  stores  on  expen- 
sive real  estate,  you  lose  many  of  the 
advantages.  You  can  no  longer  settle 
for  less  than  2  cents  net  on  the  dollar. 

Yet  another  problem  for  Thal- 
heimer in  running  stores  may  be  his 
personality:  He  has  built  the  business 
with  relentless  attention  to  detail 
and,  say  many  former  employees,  the 
human  sensitivities  of  Joseph  Stalin. 
Fewer  than  half  of  TSI's  240-member 
staff  from  early  1984  remain  there 
today.  At  least  one  former  employee 
has  launched  a  messy  lawsuit  against 
him,  claiming  she  never  received  a 
promised  $50,000  bonus. 

Two  years  ago  Thalheimer  predict- 
ed that  by  May  1987  The  Sharper  Im- 
age's sales  volume  would  hit  $200 
million.  Better  step  on  it,  Richard. 
That's  just  over  a  year  away.  ■ 
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^fflj^  Computers  and  Communications 


NEC's  monitor  experience  here... 


The  computer  monitor:  the  most  critical  of  all  . 

picture  tube  applications.  It  must  be  sharp  enough  for 

extended  viewing  from  inches  away.  That's  why  / 

demanding  computer  professionals  demand 

monitors  from  NEC. 

Even  if  you  don't  run  a  mainframe  computer 

installation,  it's  comforting  to  know  that  NEC  puts 

much  of  our  computer  monitor  technology  into  TV 

Receiver/ Monitors  for  the  home. 

Consider  the  NEC  CT-2610A.  It  uses  a  full  square 

26"  picture  tube  for  an  undistorted  image,  and  a 
omb  filter  for  picture  resolution  that's  even  better 
han  TV  broadcasting  itself.  The  CT-2610A  receives 
tereo  TV  tunes  in  142  channels,  and  gives  you 
nough  inputs  and  outputs  to  start  your  own  TV 

network.  •  . 

You  see,  building  highly  acclaimed  computer 

monitors  is  not  enough  for  NEC.  We  feel  obligated  to 
ake  the  world's  most  advanced  technology  one  step 
urther.  Into  your  home. 

SEC  M 

We  bring  high  technology  home.  . 


(Ml  t.  I  ionic  I  lectronici(U  S  A  ),  Inc.,  1401  Fst«  Avenue,  C  Ik  Grove  Village,  II.  60007 


brings  you  a  better 
monitor  experience  here. 


Here's  yet  more  competition  for  cable  TV- 
and,  boy,  are  the  cable  folks  angry. 


A  cable  cartel? 


By  Alex  Ben  Block 


T|  HE  LATEST  TECHNOLOGY  Setting 
the  broadcast  entrepreneurs' 
juices  flowing  is  a  system  that 
promises  to  reduce  drastically  the 
cost  of  reaching  suburban  and  rural 
areas  with  cable  TV.  It  is  called  multi- 
channel microwave  deliv- 
ery system.  MMDS  deliv- 
ers programming  on  as 
many  as  31  channels,  and 
does  so  at  well  under  the 
cost  of  wiring  for  cable 
TV,  especially  in  sparsely 
populated  areas.  MMDS, 
which  can  be  electronical- 
ly scrambled  to  prevent 
piracy,  uses  microwaves 
to  deliver  programs  to 
small  rooftop  antennas.  It 
costs  about  $300  to  hook  a 
home  into  an  MMDS  grid, 
vs.  over  $800  to  wire  a 
home  for  cable.  Last  Octo- 
ber the  Federal  Communi- 
cations Commission  be- 
gan licensing  MMDS 
through  lotteries  that 
grant  broadcasting  rights 
in  20  cities  each  month. 

But  MMDS  licensees 
are  complaining.  They  as- 
sert that  the  cable  operators  are  band- 
ing together  to  lock  them  out  of  the 
market.  How?  By  pressing  program 
suppliers  like  HBO  and  Showtime/ 
The  Movie  Channel  to  refuse  to  sell 
programming  to  MMDS  operators. 
Under  FCC  rules,  an  MMDS  operator 
has  under  a  year  to  get  on  the  air. 
Otherwise,  he  forfeits  his  license. 

"Cable  system  operators  are  using 
blackmail  to  stop  program  suppliers 
from  selling  to  us,"  charges  Gerald 
Daugherty,  a  communications  con- 
sultant based  in  Lafayette,  La.  Daugh- 
erty holds  licenses  to  operate  MMDS 


services  in  half  a  dozen  small  cities. 
"Several  [program  suppliers)  flatly 
stated  they  wouldn't  do  business  with 
us,"  he  says,  "because  the  cable-TV 
industry  would  drop  them  if  they 
dealt  with  anybody  but  cable." 

Daugherty  claims  MMDS  operators 
have  a  right  to  the  same  programming 


MMDS  operator  Gerald  Daugherty 
Charges  cable  uses  "blackmail' 


to  stop  competition. 


as  cable  operators,  and  at  the  same 
price.  He  says  he  is  convinced  MMDS 
operators  could  prove  the  cable  indus- 
try is  operating  as  a  cartel.  But  a  legal 
challenge,  he  says,  would  cost  at  least 
$500,000  and  so  is  unlikely. 

The  cable  operators,  not  surprising- 
ly, wish  MMDS  would  go  away.  "A 
junk  technology,"  says  James  Moo- 
ney,  president  of  the  Washington, 
D.C. -based  National  Cable  Television 
Association.  John  C.  Malone,  presi- 
dent of  Denver's  Tele-Communica- 
tions Inc.,  the  country's  largest  cable 
operator,  denies  his  company  has  ap- 


plied any  improper  pressure  on  pro- 
gram suppliers.  But  in  the  next  breath 
he  says:  "We're  not  really  different 
from  a  GM  or  Ford  dealer.  If  I'm  going 
to  advertise  Chcvys  or  Fords,  I  don't 
want  people  buying  the  same  thing  at 
the  local  A&P." 

But  MMDS  won't  go  away,  and  the 
cable  operators  would  be  well  advised 
to  be  careful  about  throwing  their 
weight  around.  Cable  is  already  under 
scrutiny  by  U.S.  Justice  Department 
antitrust  probers  for  the  way  it  is  deal- 
ing with  another  new  competitor,  the 
satellite-TV  market.  Nearly  2  million 
U.S.  households  now  have  satellite 
receiving  dishes,  which  allow  viewers 
to  pluck  hundreds  of  TV  signals  trans- 
mitted via  satellite.  To  recover  what 
they  consider  stolen  programming, 
the  cable  programmers  are  now  elec- 
tronically scrambling  their  signals, 
forcing  dish  owners  to  buy  or  lease  a 
decoder,  at  around  $400  a  copy,  and  to 
pay  a  monthly  fee  for  each  channel. 
The  dish  people  are  threatening  to 
sue.  Right  or  wrong,  a  lot  of  dish  own- 
ers are  angry  and  are  telling  their  con- 
gressmen how  angry  they  are. 

Such  a  groundswell, 
while  probably  without 
legal  merit,  will  no  doubt 
catch  the  attention  of 
Representative  Timothy 
Wirth,  the  ambitious 
Colorado  Democrat 
whose  Subcommittee  on 
Telecommunications  will 
hold  hearings  in  March  on 
several  bills  pushed  by  the 
satellite-TV  industry. 

Whether  MMDS  can 
make  much  of  a  dent  in 
cable's  subscriber  roles  re- 
mains to  be  seen.  The 
technology  is  best  suited 
to  relatively  lightly  popu- 
lated areas,  but  these  are 
the  areas  where  cable 
tends  to  be  too  costly. 
"Whether  cable  agrees  or 
not,  we  can  address  a  sig- 
nificant segment  of  the 

  audience  and  become  a 

very  good  business,"  insists  Mark 
Foster,  chairman  of  New  York-based 
Microband  Inc.,  which  owns  and  pro- 
grams several  MMDS  licenses.  In 
such  markets  as  Washington,  D.C, 
where  the  MMDS  operator  got  his 
system  up  and  running  ahead  of  cable, 
MMDS'  chances  of  hurting  cable  look 
to  be  best. 

Gerald  Daugherty  is  probably  cor- 
rect when  he  says,  "If  it  all  comes 
down  to  a  question  of  money,  there's 
no  question  cable  is  going  to  win."  But 
if  cable  gets  enough  people  mad,  the 
politicians  could  decide  otherwise.  ■ 
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irS  SO  FASTYOIFLL 
FLY  THROUGH  Y6UR  WORK. 


Introducing  the  NCR  PC6. 

Whoosh! 

That's  information  coming 
up  on  the  new  NCR  PC6. 

The  PC6  is  NCR's  most 
powerful  personal  computer  yet. 
It's  powered  by  the  advanced 
Intel  8088-2  microprocessor.  So 
you  can  process  information  near- 
ly twice  as  fast  as  the  PC  XT.™ 

At  that  rate,  you  can  load 
programs  faster.  Recall  files  in 
an  instant.  Calculate  in  a  flash. 
And  get  home  earlier. 

The  PC6  stores  a  lot,  too— 


up  to  40MB  of  hard  disk  space, 
or  about  7,575  single-spaced 
typewritten  pages. 

Of  course  the  PC6  is  com- 
patible—running over  10,000 
business  software  programs. 
In  fact,  a  special  switch  lets  you 
operate  at  either  8  MHz  or 
4.77  MHz,  allowing  you  to  run 
software  that  some  other  high 
performance  PCs,  like  the 
PC  AT,™  can't  run. 

And,  just  in  case,  you  can 
get  a  built-in  streaming  tape 
back-up  system  to  guard 
against  accidental  erasures, 


disk  damage,  or  coffee  spills. 

The  NCR  PC6.  To  see  it, 
fly  on  down  to  your  NCR 
dealer  today.  For  your  nearest 
NCR  dealer,  call  toll  free  1-800- 
544-3333.* 

A  better  personal  computer. 

It's  exactly 
what  you'd  expect  from  NCR. 


NCR 


©  1985  NCR  Corporation 


A  promise. 


This  is  the  promise 
no  other  major  hotel  chain  makes. 
A  promise  of  hospitality 
from  the  people  of  Holiday  Inn.9 
We  promise  that 
throughout  your  entire  stay 
we  will  meet  the  high  standards 
you  expect  from  Holiday  Inn  hotels. 
And  if  ever  anything  isn't  right,  tell  us. 
We  promise  to  make  it  right. 
Because  we  won't  make  you  pay 
for  unsatisfactory  service. 
Hie  Holiday  Inn  Hospitality  Promise:" 
It/s  a  promise  we  keep. 
For  one  simple  reason. 

want  you  back. 


For  reservations  call 

1-800  HOLIDAY 


There's  a  fine  line  between  prudence  and 
timidity.  AmeriTrust  crossed  the  line. 


Maginot 
mentality 


AmeriTrust  Chairman  Jerry  Jarrett 
"In  hindsight  we  were  wrong.' 


By  Ruth  Simon 


Not  taking  risks  can  be  more 
dangerous  than  taking  them. 
Consider  Cleveland's  big  (as- 
sets, $7.8  billion)  AmeriTrust  Corp., 
formerly  Cleveland  Trust  Co.  Faced 
with  change,  AmeriTrust  decided  to 
do  nothing.  Now  it  is  paying  the  price. 
The  price  could  include  a  loss  of  its 
independence. 

In  the  1970s  AmehTrust's  then- 
Chairman  M.  Brock  Weir  bet  that  fi- 
nancial deregulation,  by  cutting  inter- 
est rate  spreads,  would  squeeze  the 
profits  out  of  retail  banking.  So  when 
other  Ohio  banks  went  on  shopping 
sprees  for  small,  retail-oriented 
banks,  AmeriTrust  failed  to  make  a 
single  acquisition  for  nearly  a  decade. 
Once  Ohio's  largest  banking  institu- 
tion, Ameritrust  is  now  fourth  in 
Ohio  behind  National  City  Corp., 
Banc  One  Corp.  and  Society  Corp. 

Loss  of  position  alone  wouldn't 
matter,  but  AmeriTrust  has  lost  prof- 


itability as  well.  Its  latest  return  on 
equity,  at  11.6%,  remains  low  by  na- 
tional standards  and  the  lowest  for  a 
major  Ohio  bank. 

Weir  resigned.  "In  hindsight  we 
were  wrong,"  admits  Jerry  V.  Jarrett, 
who  replaced  Weir  as  chairman  two 
years  ago.  Jarrett,  54,  a  native  of  Abi- 
lene, Tex.,  spent  1 1  years  with  Marine 
Midland  Bank  before  becoming  head 
of  corporate  banking  at  AmeriTrust  in 
1974.  Jarrett  has  had  a  hard  time  get- 
ting AmeriTrust  growing  again.  Earn- 
ings were  up  14%,  to  $4.30  a  share, 
last  year.  But  that  includes  a  66-cent- 
per-share  gain  on  the  sale  of  securi- 
ties. Without  it,  AmeriTrust's  earn- 
ings would  have  dropped  12  cents 
from  1984's  $3.76  per  share. 

Moreover,  AmeriTrust's  return  on 
equity  remains  subpar.  The  bank, 
with  a  high  10%  capital  ratio  and  no 
long-term  debt,  has  been  conservative 
to  the  extreme  in  putting  its  capital  to 
work.  Some  Cleveland  executives  say 
AmeriTrust  will  only  lend  you  $1  if 


you  already  have  $1  in  the  bank.  The 
bank  is  weak  outside  the  area  of 
Cleveland  and  northeastern  Ohio. 
"We  do  not  have  the  market  penetra- 
tion in  Cincinnati,  Toledo,  Columbus 
and  Dayton  we'd  like  to  have,"  Jarrett 
admits.  "It  was  probably  a  mistake  on 
our  part  that  we  did  not  address  acqui- 
sitions more  aggressively." 

The  competition  wasn't  idle.  Banc 
One  acquired  22  banks  in  the  last 
decade,  while  Society  added  21,  in- 
cluding its  merger  with  $3.1  billion 
(assets)  Centran  Corp.  in  September. 

So  now  many  good  small  banks  are 
gone,  and  AmeriTrust  is  paying  the. 
price  of  coming  late.  Unable  to  con- 
vince any  banks  in  Cincinnati  to  sell 
to  AmeriTrust,  Jarrett  has  built  local 
offices  from  scratch — a  more  expen- 
sive approach.  He  has  also  gone  out  of 
state.  In  1984  Jarrett  paid  $167  mil- 
lion for  an  88%  interest  in  Denver's 
Central  Bancorporation,  Inc.,  a  $2  bil- 
lion (assets)  bank  holding  company 
owned  primarily  by  Baldwin-United. 
To  win  the  Fed's  approval,  the  pur- 
chase was  structured  as  an  invest- 
ment that  gives  AmeriTrust  no  con- 
trol over  the  bank. 

The  acquisition  has  become  an  em- 
barrassment. Problems  with  energy- 
related  loans  at  Central  cost  Ameri- 
Trust $3.8  million  last  year.  That 
compares  with  a  $4  million  gain  ana- 
lysts had  predicted  before  the  charge- 
offs.  "We  probably  underestimated 
the  magnitude  of  the  problems,"  ad- 
mits Jarrett. 

The  picture  may  be  brighter  in  Indi- 
ana, similar  to  Ohio  in  its  economic 
makeup.  AmeriTrust  moved  into  the 
state  last  fall,  announcing  the  $90 
million  purchase  of  $613  million  (as- 
sets) First  Indiana  Bancorp.  At  1.73 
times  book  value  First  Indiana  wasn't 
cheap,  but  Jarrett  is  looking  to  it  as 
the  base  on  which  to  build  a  $2  billion 
to  $3  billion  (assets)  presence  in  the 
state.  In  late  1985  he  announced  plans 
to  buy  another  Indiana  bank. 

Interstate  expansion  is  a  two-way 
street,  however,  now  that  Ohio  has  its 
regional  banking  compact  in  place. 
Over  the  past  18  months  speculation 
that  AmeriTrust  could  be  a  takeover 
target  helped  push  its  stock  from  20V4 
to  a  high  of  44 Vi.  Lately  the  stock  has 
settled  back  to  38%.  At  a  recent  mar- 
ket capitalization  of  $718  million, 
AmeriTrust  is  out  of  reach  of  most 
midwestern  banks.  But  Jarrett  knows 
that  regional  acquirers  are  not  really 
the  threat.  Chase  Manhattan  started 
operations  in  Ohio  last  year  when  it 
purchased  six  thrifts. 

AmeriTrust  shunned  risk.  It  played 
things  safe.  And  now  it  is  in  possible 
jeopardy.  ■ 
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Americans,  sociologists  tell  us,  define  themselves  by  the  cars  they 
drive  and  the  goods  they  consume  Not  surprising,  then,  that  we 
spend  over  $3  billion  a  year  on  off-the-rack  sentiments. 

Pansies  are 
green 


By  Robert  McGough 


What  is  the  most  profitable  thing  you  can  do  with 
paper  and  ink?  Well,  the  Wall  Street  Journal  has  an 
operating  margin  of  around  30%.  Darned  good, 
but  there's  only  one  Wall  Street  Journal.  You  would  do 
nearly  as  well  turning  paper  into  bank  checks,  but  that  is  a 
fairly  closed  business. 
Counterfeiting  ranks  up 
there  somewhere,  but  it 
can  get  you  into  lots  of 
trouble. 

Oh,  yes,  and  you  can 
make  greeting  cards. 
Pansies  always  stand  for 

thoughts — 
At  least  that's  what  folks 
say, 

So  this  Just  comes  to  show 
my  thoughts 

Are  there  with  you  today. 

Hallmark  has  sold  more 
than  22  million  of  its  clas- 
sic pansies  card,  which 
has  been  in  print  since 
1941.  What  does  it  cost  to 
make?  Hallmark  isn't  say- 
ing, but  one  publishing 
expert  we  asked  estimated 
7  cents  per  card.  It  retails 
for  40  cents.  Allowing  for 
the  usual  retailer's  mark- 
up of  100%,  that  works 
out  to  a  markup  of  almost 
200%  for  the  manufactur- 
er. Now  that's  as  profitable  a  way  to  sell  paper  as  we  know. 
On  such  numbers  a  mighty  empire  is  built.  With  revenues 
approaching  $2  billion,  Hallmark  has  grown  17%  com- 
pounded annually  for  the  last  76  years. 

Hallmark's  accomplishment  is  all  the  more  remarkable 
for  coming  from  a  self-contradiction.  Sentiment  manufac- 
tured in  a  factory?  What's  wrong  with  a  nice  telephone 
call?  Or  a  handwritten  note?  Yet  Americans  buy  7  billion 
of  these  cards  a  year.  Half  of  all  household-to-household, 


The  "Pansies  always  stand  for  thoughts"  card 
doesn 't  have  to  do  with  any  occasion,  and  it 
doesn 't  really  say  anything,  either.  Hallmark 
has  sold  22  million  copies  since  1941. 


first-class  mail  is  greeting  cards. 

It's  one  of  the  most  unlikely  businesses  ever  to  be 
invented,  but  Hallmark — and  its  smaller  competitors, 
American  Greetings,  Gibson  Greetings  and  an  assortment 
of  "alternative  card"  upstarts — makes  a  very  decent  living 
out  of  it.  "It  is  hard  to  find  any  business  with  the  profitabil- 
ity of  greeting  cards,"  says  Irvine  Hockaday  Jr.,  49,  the 

former  railroad  lawyer 
who  became  Hallmark's 
new  president  last  month. 

Profits?  The  privately 
held  Kansas  City,  Mo. 
firm  is  relentlessly  secre- 
tive, but  Forbes  has  un- 
earthed a  few  hints,  sug- 
gesting an  operating  mar- 
gin near  25%.  In  Kansas 
City  today,  Hockaday  and 
Robert  Stark,  the  execu- 
tive vice  president  in 
charge  of  90%  of  the  com- 
pany's operations,  ex- 
change a  conspiratorial 
grin  when  asked  about  net 
income.  It  is,  they  say, 
"well  in  excess  of  $100 
million."  Hallmark  has  a 
book  value,  disclosed  in 
U.S.  Department  of  Labor 
filings,  of  roughly  $1.2  bil- 
lion. It  would  be  worth 
twice  that  in  the  unlikely 
event  it  went  public. 

Hallmark  didn't  invent 
the  commercial  greeting 
card.  Well-to-do  Americans  exchanged  expensive  Christ- 
mas cards  with  a  few  friends  as  long  ago  as  the  1870s.  But 
that  genteel  custom  would  never  have  created  great 
wealth  if  it  hadn't  been  democratized.  The  men  who 
founded  today's  large  greeting  card  companies  were  Jacob 
Sapirstein,  80  years  ago  at  American  Greetings,  and  Joyce 
Hall,  76  years  ago  at  Hallmark.  Between  them  they  con- 
vinced the  public  to  buy  baby  cards,  graduation  cards, 
wedding  cards,  sympathy  cards.  Now  the  public  is  spend- 
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ing  about  $3.4  billion  a  year,  not  counting  postage. 

It  isn't  that  cards  are  a  convenience  item.  "It  takes  a 
whole  lot  more  time  to  drive  down  to  the  village  and  pick 
up  a  card  than  to  write  a  letter,"  says  William  Martin,  a 
sociology  professor  at  Houston's  Rice  University.  This 
business,  then,  is  a  real  triumph  of  marketing.  It  is  a  step 
beyond  cake  mixes,  beyond  deodorant  soap.  It  is  a  super- 
fluity turned  into  an  imagined  necessity.  "I  think  cards 
represent  not  so  much  a  substitute  for  letters  but  rather 
some  new  form  of  brief  communication,"  says  Martin. 

"At  one  time,  we  were  afraid  that  as  people  developed 
the  habit  of  phoning,  and  as  rates  came  down,  people 
would  not  send  as  many 
greeting  cards,"  says  Hen- 
ry Lowcnthal,  chief  finan- 
cial officer  of  American 
Greetings.  "It  hasn't  de- 
veloped that  way."  The 
telephone  may  have  killed 
the  letter,  but  not  the 
greeting  card.  Says 
Lowenthal,  "You  can't 
hold  a  phone  call  in  your 
hands  or  put  it  on  the 
mantel." 

This  suggests  the  real 
reason  for  America's 
greeting  card  tradition. 
Daniel  Boorstin,  the  Li- 
brarian of  Congress,  noted 
in  his  book  The  Americans 
The  Democratic  Experience 
that  Americans  are  "affili- 
ated less  by  what  they  be- 
lieve than  by  what  they 
consume."  As  Christmas 
became,  in  his  words,  a 
"festival  of  consumption," 
mass-produced  greeting 
cards  provided  simply 
another  "consumption 
community." 

Joyce  Hall,  who  found- 
ed Hallmark  in  his  room 
at  the  Kansas  City 
YMCA,  did  more  than 
anyone  else  to  make  this 
frivolity  seem  necessary. 
During  World  War  II, 
when  the  government 
threatened  to  ration  paper 
to  the  greeting  card  indus- 
try, Hall  hired  Edward  Bernays,  the  influential  public 
relations  man  (Forbes,  Sept.  23,  1985).  Bernays  spoke  per- 
suasively about  greeting  cards  as  a  major  "factor  in  build- 
ing the  morale  of  the  people."  Hall  got  the  paper  and  ink  he 
needed. 

By  the  time  Joyce  Hall  died,  in  1982,  he  had  presumably 
made  up  for  an  impoverished  childhood  and  a  feminine- 
sounding  first  name  that  gave  him  grief  as  a  boy.  His  estate 
was  worth  $144  million,  even  after  he  gave  most  of  his 
Hallmark  stock  to  his  children  (see  box,  p.  92). 

Nearly  50%  of  Hallmark's  business  comes  from  ancil- 
laries  like  gift  wrap,  fuzzy  animals  and  paper  plates,  but 
greeting  cards  are  the  most  profitable  line.  For  here  people 
arc  not  just  buying  paper  but  sentiment  as  well— and  who 
but  a  skinflint  would  begrudge  a  few  pennies  for  a  sick 
friend  or  a  birthday  child? 


We  "Greetaphone  Card"  almost  broke  the 
company  in  1924.  It  looked  like  a  sure  thing,  but 
the  muffled  sound  from  the  attached  phonograph 
record  wasn't  a  hit. 


In  reality,  though,  what  the  price  reflects  is  not  so  much 
paper,  or  even  artwork,  but  organized  distribution.  "When 
you  do  several  billion  dollars,  and  do  it  50  cents  at  a  time, 
you're  running  a  very  complex  business,"  says  Stark,  who 
joined  Hallmark  on  his  exit  from  the  Navy  in  1958. 

Since  1981  there  have  been  small  diversions  into  cray- 
ons and  book  publishing,  but  Hallmark  has  poured  most  of 
its  enormous  profits  back  into  its  basic  business.  With  1 1 
million  cards  produced  a  day,  and  sent  to  37,000  outlets 
(most  independently  owned),  Hallmark  has  invested  mil- 
lions of  dollars  in  computers  to  keep  track.  "We  know 
which  card  is  four  rows  up  and  five  rows  over,  and  how 

long  it's  been  there,"  says 
Stark.  Reorders  are 
shipped  from  two  enor- 
mous automated  ware- 
houses, according  to  the 
past  sales  of  each  card  in 
each  store.  Records  must 
be  constantly  updated,  be- 
cause more  than  90%  of 
the  cards  are  replaced 
with  new  designs  within  a 
year.  There  is  indeed  one 
for  every  occasion — "For 
Grandson  and  his  Wife  at 
Christmas"  is  one — 
32,000  card  types  all  told. 

This  heavy  investment 
is  necessary  because  the 
card  business,  while  prof- 
itable, is  also  treacherous. 
There  once  were  five  large 
greeting  card  companies. 
Now  there  are  only  three: 
Hallmark,  with  40%  of 
the  market;  American 
Greetings,  with  30%;  and 
Gibson  Greetings,  with 
10%.  The  other  two,  Nor- 
cross  and  Rust  Craft, 
foundered  when  they 
couldn't  balance  the 
needs  for  large  press  runs 
and  a  variety  of  designs  to 
attract  customers.  Under 
a  new  owner,  each  filed 
for  Chapter  11. 

The  best  place  to  be  in  a 
pennant  race,  says  Roger 
Angell,  is  a  close  second. 
Hallmark  is  in  nerve- 
wracking  first  place,  at  a  time  when  its  business  is  becom- 
ing more  subject  to  the  whims  of  fashion.  "The  velocity  of 
taste  changes  is  accelerating,"  says  Hockaday.  "It  used  to 
be  that  companies  like  Hallmark  could  sell  whatever  they 
made."  Now,  "You  have  to  be  sure  you  make  what  sells." 

The  newcomers  with  the  "alternative"  (meaning  risque 
or  goofy)  cards  are  a  serious  threat.  Recycled  Paper  Prod- 
ucts, with  sales  of  $60  million  in  whimsical  animal  cards 
and  the  like,  has  been  growing  30%  a  year. 

Some  alternative  card  companies  thrive  by  filling  niches 
that  Hallmark  and  American  Greetings  deliberately  leave 
alone.  California  Dreamers,  a  $10  million  card  company, 
discontinued  a  card  after  being  criticized  for  making  fun  of 
mental  illness  ( Roses  are  red.  violets  are  blue.  I'm  schizophren- 
ic and  so  am  I) 

Image-conscious  executives  say  that  Hallmark  refuses 
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Ars  pecunia  est 


A  Saul  Steinberg  Hallmark  card 


W'  hat  do  Winston  Churchill, 
Salvador  Dali,  Grandma 
Moses,  Saul  Steinberg  and  Nor- 
man Vincent  Peale  have  in  com- 
mon? They  were  all  freelancers 
in  what  Hallmark  calls  the  "so- 
cial expression"  business.  Their 
paintings  or  words  appeared  on 
Hallmark  greeting  cards. 

Churchill  painted  landscapes 
chiefly  when  he  was  in  the  po- 
litical doghouse,  where  he  tend- 
ed to  be  between  wars,  and  he 
was  pretty  good  at  it.  In  1950 
Hallmark  used  Churchill's 
"Chartwell  under  snow"  and  other  paintings  on  cards. 
The  great  statesman,  usually  hard  up  for  cash,  was  paid 
an  undisclosed  sum. 

But  most  of  Hallmark's  designs  originate  in  a  700- 
person  creative  department  situated  in  bullpens  on 
three  floors  of  the  Kansas  City,  Mo.  headquarters.  The 
closest  thing  to  a  famous  artist  that  the  firm  has  pro- 
duced is  Mort  Walker,  the  cartoonist  who  created  Beetle 
Bailey.  Most  of  the  artists  and  writers  are  women  hired 
right  out  of  college,  at  salaries  of  around  $17,000  a  year. 

Occasionally  artists  are  granted  in-house  sabbaticals, 
when  they  can  work  unsupervised  for  four  months  on 
any  art  that  could  be  applied  to  a  greeting  card.  More 
often,  the  artists  are  assigned  to  design  cards  for  a 
particular  holiday,  say  Easter.  They  review  panels 
showing  what  sold  well  last  year  and  what  didn't. 
Juvenile  cards,  Halloween  cards  and  humor  cards  fre- 
quently require  matching  the  art  to  the  sentiment  in- 
side. But  in  most  cases  the  artists  are  trying  to  match 


the  tone  of  a  few  sample  senti- 
ments for  the  season.  They  also 
get  a  brief  profile  of  the  consum- 
er— Easter  buyers  usually  spend 
less  on  a  card  than  Valentine 
customers,  for  example,  and 
that  affects  design. 

An  artist  generally  creates  20 
or  25  designs  that  finally  make 
their  way  onto  cards  each  year. 
Before  a  design  is  accepted  for  a 
card,  it  must  be  approved  by  a 
committee  that  includes  qual- 
ity-control and  manufacturing 
  types,  and  sometimes,  a  mem- 
ber of  the  Hall  family.  Until  recently,  the  artists  had 
fairly  relaxed  jobs — producing  20  usable  designs  was 
hardly  onerous.  In  1984  Hallmark  was  listed  at  the  top 
of  The  100  Best  Companies  to  Work  For  in  America,  but 
times  are  changing.  "I  used  to  screw  around  there  a  lot," 
says  a  former  Hallmark  artist  who  now  lives  in  New 
York.  "They  don't  let  you  get  away  with  that  any- 
more." Lately  Hallmark  has  taken  a  cue  from  its  tiny 
competitors  at  alternative  card  companies  and  started 
crediting  its  artists  on  the  cards.  It  hasn't  gone  so  far  as 
to  pay  them  royalties. 

Norman  Vincent  Peale,  the  clergyman,  author  and 
positive  thinker,  was  a  friend  of  Joyce  Hall  and  a  some- 
time contributor  of  inspirational  thoughts  to  the  cards. 
"I  remember  Joyce  Hall  said  to  me,  'You'll  never  get 
rich  off  this,'  "  says  Peale.  "  'This  is  not  a  moneymak- 
mg  project.  This  is  an  opportunity  for  you  to  get  over  a 
message  by  a  different  route.'  "  Sell  sentiment,  invest 
in  sentiment.  Smart  man,  that  Joyce  Hall. — R.M. 


A  Salvador  Dali  card 


Gifted  amateur  Winston  Churchill 
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to  make  risque  cards.  What  about  gay  cards,  a  growing 
specialty?  One  art  department  employee  says  that  some 
cards  are  tacitly  designed  for  homosexuals.  Asked  about 
this,  an  official  Hallmark  spokesman  first  says,  "Hallmark 
makes  cards  for  all  occasions."  When  pressed  about  cards 
for  gays,  he  replies,  "Not  any  that  I  think  you  would  think 
are  for  the  gay  market." 

Be  that  as  it  may,  Hallmark  can't  get  significant  volume 
from  small  niches.  "The  big  segment  of  the  market  is  what 
we  deal  in,"  says  Hockaday.  Where  the  alternatives  are 
encroaching  on  its  turf,  Hallmark  is  doing  what  it  can  to 
fight  back.  Its  "Lite"  line  ("A  third  less  serious  than 
regular  greeting  cards"),  introduced  four  years  ago,  has 
grown  faster  than  the  rest  of  the  company,  and  the  com- 
pany has  introduced  other  alternative  lines  as  well.  While 
they  aren't  exactly  salacious,  some  of  the  new  cards  are 
hardly  the  thing  to  send  Aunt  Tillie  (I'd  like  to  tell  you  just 
how  much  I  lore  you.  Have  you  got  all  night?). 

Greeting  cards.  The  archetypal  product  for  the  postin- 
dustnal  age.  What  next'  ■ 


Hallmark  is  doing  what  it  can  to  fight  the 
frequently  risque  "alternative  card"  companies, 

with  its  own,  somewhat  more  restrained, 
alternative  line.  The  message  for  the  card  above: 

I'D  LIKE  TO  TELL  YOU  JUST  HOW  MUCH  I  LOVE  YOU. 
HAVE  YOU  GOT  ALL  NIGHT? 

That's  not  exactly  shocking,  but  some  new 
Hallmark  cards  are  not  for  Aunt  Tillie. 


Progeny  of  genius 


Barbara  Marshall  is  by  all  accounts  a  nice  lady 
who"  for  years  has  helped  judge  proposals  for 
cards  at  Hallmark.  "She  looks  like  any  midwestern 
lady  who  shops  at  Saks,"  says  a  former  employee. 
What  makes  her  different  is  that  she  could  probably 
buy  Saks.  The  62-year-old  Kansas  Citian  is  one  of 
three  children  of  Joyce  Hall,  who  as  a  family  own 
two-thirds  of  Hallmark. 

Apart  from  trusts,  Donald  Hall,  57,  chairman  of 
Hallmark,  apparently  controls  half  of  the  voting 
shares,  while  his  sisters,  Barbara  and  Elizabeth  Ann 
Reid,  64,  seem  to  split  the  remainder.  (The  family 
won't  say  for  sure.)  One  former  executive  calls  them 
"just  plain  Midwest  folk  who  happen  to  be  the 
progeny  of  a  genius."  Donald,  says  this  executive,  is 
singularly  unemotional  for  a  man  who  sells  senti- 
ment: "The  worst  thing  you  can  do  in  front  of  Don 


Joyce  and  Donald  Hall  in  in  id-Sixties  photo 


Hall  is  to  show  emotion." 

The  family's  Hallmark  stock  is  easily  worth  more 
than  $1  billion.  The  Halls  also  own  a  piece  of  a  small 
bank  in  Topeka. 

When  Barbara  Hall  Marshall  sits  down  with  her 
art  committee,  she's  conferring  with  other  owners. 
More  than  13,000  employees  own  the  rest  of  Hall- 
mark through  a  stock  ownership  plan,  which  holds 
about  $390  million  in  participating  preferred 
stock. — R.M. 
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Complimentary  Helicopter  Service  From  JFK  When  You 
Fly  Pan  Am  First  Or  Clipper  Class  To  Newark. 


We'll  fly  you  from  JFK  to  E.  60th  St.  Manhattan 
or  the  Wall  Street  area  in  just  eight  minutes. 
Or  to  Newark  Airport  in  fifteen  minutes. 

Service  is  frequent.  There's  a  helicopter  to 
connect  with  most  Pan  Am  flights. 

And  service  is  in  both  directions.  So  when 


you've  finished  your  business  in  Manhattan  (or 
Newark),  we'll  fly  you  back  to  JFK  for  your 
flight  home. 

You  must  have  a  reservation,  but  that's  easy. 
Just  call  your  Travel  Agent,  Corporate  Travel 
Department  or  Pan  Am. 


Em  Am.\bu  Cant  Beat  Hie  Experience! 

Helicopter  service  is  operated  for  Pan  Am  by  Omniflights  Helicopter  Services,  Inc.  Schedule  subject  to  change  without  notice. 


The  world  stock  market  is  here,  but  the 
rules  are  still  a  Tower  of  Babel. 


Ready  or  not 


By  Jill  Andresky 


In  the  past  five  years  U.S.  insti- 
tutional investors  have  increased 
their  holdings  of  foreign  stocks 
more  than  fivefold,  from  $3  billion  in 
1980  to  about  $16  billion  in  1985.  In- 
vesting overseas  has  become  the  fad- 
dish thing  to  do — and  the  influx  of  U.S. 
money  into  relatively  thin  markets 
has  helped  make  this  kind  of  invest- 
ment a  self-fulfilling  prophecy.  Be- 
tween 1976  and  1 984  U.S.  stocks  aver- 
aged an  11.1%  compounded  annual 
rate  of  return,  compared  with  13.6% 
for  the  U.K.,  1 7. 1  %  for  Japan. 

But  it  works  both  ways.  Over- 
seas financings  by  U.S.  firms  in 
search  of  lower  interest  rates 
have  risen  just  as  dramatically — 
from  $69  billion  in  1983  to  $135 
billion  last  year.  Indeed,  during 
the  first  half  of  1985,  U.S.  com- 
panies raised  more  money  over- 
seas than  they  did  at  home. 

But  there's  still  a  lot  of  work  to 
be  done  on  the  global  stock  mar- 
ket. The  problem  is  the  ancient 
one  of  red  tape.  Ask  Reuters,  the 
British  communications  com- 
pany, which  held  a  simulta- 
neous U.K. /U.S.  offering  in 
1 984.  "It  was  extremely  difficult 
and  expensive,"  says  Paul  Neu- 
belt,  a  partner  at  Seidman  & 
Seidman/BDO,  the  accounting 
firm  that  handled  the  U.S.  end  of 
the  deal.  "We  couldn't  say  more 
to  one  country's  investors  than 
to  the  others,  yet  we  had  two 
different  sets  of  disclosure  re- 
quirements to  comply  with." 

Since  then,  only  one  other 
U.K.  firm,  British  Telecom, 
has  gone  through  with  a  bina- 
tional  offering.  "The  U.S.  is 
clearly  losing  a  lot  of  foreign 
business  because  our  restric- 


tions are  so  tough,"  warns  Neubelt. 

Key  stumbling  blocks: 

•  Disclosure.  Should  we  try  to  per- 
suade the  rest  of  the  world  to  adopt 
SEC-style  red  tape  or  are  we  better  off 
accepting  less  rigorous  foreign  disclo- 
sure, perhaps  with  warnings  at- 
tached? The  SEC  is  thinking  of  allow- 
ing U.K.  and  Canadian  offering  pro- 
spectuses in  U.S.  markets.  But  U.S. 
regulators  and  auditors  worry  about 
the  lack  of  detailed  management  dis- 
cussion and  analysis  and  inclusion  of 
forecasts  (rare  in  U.S.  prospectuses). 

To  judge  by  comments  on  the  SEC's 


idea  thus  far,  a  uniform  standard  for 
all  three  countries  is  an  impossible 
dream.  Most  realists,  instead,  favor 
reciprocal  arrangements,  with  the 
U.S.  accepting  British  and  Canadian 
prospectuses.  For  Britain,  whose  dis- 
closure rules  are  similar  to  our  own, 
the  U.S.  may  require  only  a  warning 
that  the  prospectus  is  not  written  ac- 
cording to  SEC  regulations.  Should 
the  SEC  consider  working  with  other 
countries  with  dramatically  different 
requirements,  such  as  Japan  or  Swit- 
zerland, those  countries  might  be 
asked  to  make  some  changes. 

•  Accounting.  Should  we  accept 
standards  often  laxer  than  our  own? 
Hidden  reserves,  for  example,  are  per- 
mitted in  many  European  banking 
companies  but  not  in  U.S.  companies. 
Many  foreign  companies  are  not  re- 
quired to  file  quarterly  reports,  con- 
solidate finances  or  report  such  items 
as  differences  of  opinion  with  their 
accountants. 

Uniform  international  accounting 
standards  still  look  like  a  distant 
dream.  "I  don't  expect  to  see  it  in  my 
lifetime,"  says  Larry  Horner,  51, 
chairman  of  Peat  Marwick.  So,  here 
again,  the  SEC  may  have  to  settle  for 
warnings.  Horner  thinks  an  interna- 
tional accounting  dictionary  might 
not  be  a  bad  idea.  "That  would  ex- 
plain to  users  of  financial  statements 
what  their  terms  and  numbers  really 
mean,"  he  says. 

In  the  long  run  many  feel  the 
stricter  U.S.  standards  will  pre- 
vail, if  only  because  investors 
prefer  them.  "You  hear  a  lot  of 
talk  that  European  companies 
don't  want  to  do  things  like  is- 
sue quarterly  reports,"  says  Da- 
vid Gill,  director  of  the  capital 
markets  department  of  the  In- 
ternational Finance  Corp.,  the 
private  investment  arm  of  the 
World  Bank.  "But,  in  fact,  their 
investors  back  home  have  start- 
ed pushing  for  standards  that 
are  more  like  the  U.S.',  rather 
than  less." 

•  Legal  matters.  Probably  the 
biggest  barrier  to  attracting  for- 
eign stock  issues  is  our  legalis- 
tic and  litigious  society.  Says 
Gill:  "An  offering  that  might 
cost  $200,000  in  London  can 
cost  a  million  dollars  here,  be- 
cause of  our  complex  legal  re- 
quirements." Even  more  fright- 
ening to  foreign  companies  is 
the  American  penchant  for  out- 
rageous class  action  suits  and 
treble  damage  awards.  What's 
good  for  lawyers  is  not  neces- 
sarily good  for  the  free  flow  of 
capital.  ■ 
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Mam  ■  mid-sized  and  large  U.S.  firms  have 
recently  expanded  or  announced  expansions  in 
Puerto  Rico.  Among  them,  such  Fortune  500  and 
other  leading  names  as  Emerson  Electric, 
American  Hospital  Supply,  Playtex,  Paradyne, 
Cooper  \  ision,  and  Upjohn. 

"This  office  is  committed  to  the  same  compre- 
hensive tax-incentive  policies  and  infrastructure 
buildup  that  have  attracted  companies  to  Puerto 
Rico  for  40  years.  And  now  we're  implementing  an 
'outreach'  program  linking  our  highly  skilled  work- 
force with  the  lower-cost  labor  production  of  our 
Caribbean  neighbors.  It's  all  part  of  the  expanded 
promise  Puerto  Rico  offers— and  we're  delivering." 

A  secure  investment  climate  where  average 
profits  run  way  above  average. 

•  No  U.S.  corporate  income  tax  on  earnings  in 
Puerto  Rico. 

•  Local  tax  exemptions  start  at  90%  of  industrial 
development  income. 

A  proud  workforce  that  delivers  high  skills, 
loyalty,  and  an  extraordinary  return  on  every 
payroll  dollar. 

•  Specialized  training  provided  for  traditional 
and  high-tech  production. 

•  Lower  absenteeism  and  turnover  than 
U.S.  mainland. 

•  Double  the  output  per  dollar  of  production 
wages  over  U.S.  av  erage. 

•  Management  at  top  levels  is  94%  Puerto  Rican. 

Also  important: 

•  No  quotas,  no  duties,  to  $3.8  trillion  U.S.  market. 

•  Modern  highways,  port  facilities,  international 
airport,  U.S.  communications  and  postal  systems. 

•  3!4  hours  to  New  York,  2Va  to  Miami. 

1  hour  to  Caracas,  Venezuela,  and  about  four 
sailing  days  to  U.S.  Atlantic  and  Gulf  coasts 
from  Port  of  San  Juan. 

"Find  out  why  so  man)'  corporate  leaders  come  to 
Puerto  Rico,  to  stay.  Send  in  the  coupon  on  this  page 
or  call  us  toll-free  atl-800-223-0699. 
Then,  I  inv  ite  you  to  '^ecmt^ 

come  for  a  visit.  Our 
doors  are  always  open.'V 


For  more  information,  please  complete  and  send 
in  this  coupon.  Or  call  today  1-800-223-0699. 

NAME  &  TITLE  

COMPANY  

ADDRESS  


CITY  STATE  ZIP- 
TELEPHONE  (  )  

PRODUCT  or  SERVICE  


D  current  expansion  project  3  future  expansion  planning 

Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
1 290  Avenue  of  the  Americas 
New  York,  N.Y.  10104-0092 

Puerto  Kic6 

The  climate  is  right. 


Pacific  First's  James  Anderson  made  the 
right  long-term  decisions,  but  the  result 
may  not  be  what  he  had  in  mind. 

Heads  they  win, 
tails  I  lose 


By  John  Heins 

What  do  the  Bass  brothers, 
some  rich  Kuwaitis,  a  St. 
Louis  real  estate  developer 
and  Richard  Blum  (the  husband  of  San 
Francisco  Mayor  Dianne  Feinstein) 
have  to  do  with  one  another?  The 
answer  is  Pacific  First  Financial 
Corp.,  a  profitless,  $2.9  billion  (assets) 
thrift  holding  company  in  Tacoma, 
Wash.  Blum  and  the  Basses  own  7.6% 
of  Pacific  First's  7.5  million  shares 
outstanding.  The  Kuwaitis  and  the 
developer,  Love  Real  Estate  Co.,  own 
just  over  5% .  Both  groups  paid  around 
$10.50  a  share,  on  average,  and  have 
said  they  may  increase  their  stakes. 

Next  question:  What  invisible  hon- 
ey attracts  these  presumably  smart 
investors?  While  healthy  thrifts  are 
reporting  record  earnings,  Pacific  First 
lost  an  estimated  $10  million  ($1.35 
per  share)  in  1985,  its  fourth  loss  in 
five  years.  Since  mid-fuly  the  stock 
has  dropped  20%,  to  a  recent  12. 

The  honey  is  in  the  balance  sheet — 
the  stock  currently  sells  at  just  50% 
of  book  value,  while  most  thrifts,  ex- 
cept for  the  very  sick,  now  trade  at 
around  100%  of  book.  Pacific  First's 
capital  ratio  (stockholders'  equity  as  a 
percentage  of  average  assets)  is  a 
strong  6.2%,  well  above  the  3%  re- 
quired by  the  Federal  Home  Loan 
Bank  Board,  and  better  than  the  5.5% 
average  for  publicly  traded  thrifts. 
And  that  balance  sheet  is  getting  a  big 
assist  from  the  turnaround  that 
Chairman  James  Anderson,  49,  is  en- 
gineering. "If  management  can  run  it 
properly,"  says  Laurence  Schiffer, 
president  of  Love  Real  Estate,  "with 
the  basic  assets  and  the  network 
they've  set  up,  it  ought  to  be  a  great 
investment." 

When  Anderson,  who  headed  com- 
puter operations  and  strategic  plan- 


Nubjr  Ali  vjnun 


Pacific  First's  James  Anderson 
Is  time  running  out? 


ning  at  California  Federal  Savings  be- 
fore going  to  Pacific  First  in  1981, 
arrived,  the  thrift  was  struggling.  To 
stem  the  big  losses  in  home  lending, 
he  moved  Pacific  First  into  commer- 
cial lending,  homeowners'  insurance, 
equipment  leasing  and  brokerage  and 
mortgage  banking  services.  "This  was 
probably  the  most  traditional  thrift  in 
the  U.S.,"  says  Anderson.  "But  we 
decided  that  the  traditional  thrift  role 
had  changed  [and  that]  we  have  to 
have  greater  freedom  to  choose  what 
makes  sense  to  us." 

One  noteworthy  move  was  the  ac- 
quisition a  year  ago  of  Transamerica 
Mortgage  Co.  For  $140  million  in 


cash,  securities  and  assumed  debt, 
Anderson  got  Transamerica's  $3  bil- 
lion servicing  portfolio,  which  will 
throw  off  $25  to  $30  million  in  fee 
income  this  year,  and  an  entry  into 
some  of  the  country's  fastest-growing 
areas.  Ten  of  the  Transamerica 
branches  and  almost  50%  of  the 
loans,  for  example,  are  in  California. 

Not  that  they  are  all  great  assets. 
"This  is  a  large  reconstruction  job," 
says  Anderson.  He  spent  $3  million  to 
automate  Transamerica's  loan  origi- 
nation and  servicing  functions  and 
dumped  Transamerica  Mortgage's  top 
seven  executive  officers,  as  well  as 
60%  of  the  branch  managers. 

The  purchase  also  gave  Pacific  First 
27  mortgage  banking  offices  in  ten 
western  states.  Anderson  plans  on  us- 
ing this  new  distribution  potential  to 
start  moving  other  Pacific  First  ser- 
vices— homeowners'  and  credit  life 
insurance,  home  equity  lines  of  credit 
and  investments,  primarily  mutual 
funds.  Moreover,  the  Seattle-Tacoma- 
Bellevue  area  of  Washington  is  grow- 
ing at  about  twice  the  national  aver- 
age and,  as  Montgomery  Securities' 
Joseph  Jolson  points  out,  is  also  a  low- 
cost  deposit  area.  "That's  a  hard  com- 
bination to  find,"  Jolson  says. 

"It's  hard  to  argue  with  what  Jim  is 
trying  to  do  in  terms  of  positioning," 
says  Arthur  Stromberg,  a  friend  of  in- 
vestor Richard  Blum  and,  until  last 
November,  a  Pacific  First  director. 

Unfortunately,  Anderson  doesn't 
have  earnings  or  a  fancy  stock  price  to 
show  for  his  effort,  and  that  makes 
him  vulnerable  to  takeover.  Last  Au- 
gust Puget  Sound  Bancorp  in  Tacoma 
bought  Seattle's  Savings  Bank  of  Pu- 
get Sound  for  135%  of  book  value.  At 
the  same  multiple  of  book,  Pacific 
First  would  go  for  $33  a  share,  al- 
though its  lack  of  decent  earnings 
would  probably  drop  the  price  closer 
to  the  $24  a  share  book  value. 

To  increase  current  earnings,  and 
therefore  the  stock  price,  Anderson 
started  an  aggressive  interest-rate- 
swapping  program  in  late  1985.  Partly 
as  a  result,  Emanuel  Friedman  of 
Johnston,  Lemon  &.  Co.  thinks  Pacific 
First  will  earn  $1.50  to  $2  a  share  this 
year. — better  than  losing  money,  but 
still  not  spectacular. 

"I'm  not  against  being  bought  out, 
if  somebody  is  willing  to  pay  a  fair 
price,"  says  Anderson.  "But  now  isn't 
the  time,  after  we've  gone  to  all  the 
trouble  and  effort  to  restructure  the 
company.  You  do  that  [sell  out]  after 
you  get  current  earnings  up."  But 
predators  won't  wait.  Why  should 
they?  If  they  wait  they  might  have  to 
pay  more,  and  what  would  be  the  prof- 
it in  that?  ■ 
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So 

Hailey-Davidson 

said, 
"Give  us  a 


Andwe  said... 


"Gentlemen, 
startyour  engines." 


When  Harley-Davidson 
needed  to  reduce  costs  in  order  to 
remain  competitive  with  Japanese 
motorcycle  manufacturers,  they  went 
to  work  with  Honeywell.  Together,  we 
designed  a  computer  system  that 
reduces  manpower  and  parts 
inventory  costs. 

A  Honeywell  computer 
automatically  tracks  and  collects 
information  about  each  engine  as  it 
moves  through  the  assembly  plant,  and 
instantaneously  sends  it  to  Harley- 
3avidson's  mainframe. 

The  computer  compares 
feedback  from  the  factory  floor  with 
production  schedules  so  that  parts  are 
ordered  only  as  needed,  thus  reducing 
parts  inventory  costs. 

At  the  headquarters,  another 
Honeywell  computer  supports  office 
automation.  Management  can  also 
use  it  to  obtain  information  from 
the  mainframe,  including  personnel 
flata,  shipping  information  and 
forecasts. 


All  of  this  brings  Harley- 
Davidson  one  step  closer  to  a  fully 
integrated  computer  system.  When 
completed,  the  system  will  even  be 
able  to  communicate  directly  with 
suppliers,  so  parts  are  automatically 
ordered  as  needed.  Suppliers  will  then 
be  better  able  to  time  their  deliveries  to 
Harley 's  needs  in  keeping  with  the  just- 
in-time  manufacturing  philosophy. 

This  is  just  one  example  of 
how  Honeywell  can  use  technology  to 
make  business  run  more  efficiently 

Since  Honeywell  designs 
and  manufactures  computer,  commu- 
nications and  control  systems,  we 
understand  what  it  takes  to  make 
them  all  work  together  intelligently. 
We'll  start  from  scratch  or  add  to  your 
existing  equipment  step  by  step,  like 
Harley-Davidson.  And  we'll  service 
any  part  of  the  systems  we  develop, 
including  equipment  from 
other  manufacturers. 
Call  800-328-5111, 
ext.  1563. 


Together,  we  can  find  the  answers 

Honeywell 


On  the  Docket 


Edited  by  Geoffrey  Smith 


Lockups  and  poison  pills  wont  work  as 
takeover  defenses  if  the  directors  forget 
their  fiduciary  responsibilities. 


Keeping  the  faith 


By  Laura  Meadows 


When  a  federal  appeals  court 
threw  out  SCM's  "crown 
jewel  lockup"  Jan.  6,  did  it 
invalidate  many  of  today's  takeover 
defenses?  Not  necessarily.  But  corpo- 
rations fighting  takeovers  will  have  to 
pay  a  lot  more  attention  to  their 
shareholders'  interests  from  now  on. 

On  the  surface  the  SCM  lockup 
looked  like  a  perfectly  sound  con- 
tract. To  avoid  a  hostile  takeover  by 
Hanson  Trust,  SCM  directors  granted 
Merrill  Lynch  an  option  to  buy  SCM's 
"crown  jewel,"  its  lucrative  Glidden 
paint  and  Durkee  consumer  foods  di- 
visions. But  the  judge  found  that 
SCM's  directors  hadn't  fulfilled  their 
fiduciary  duties  to  stockholders.  The 
fact  that  SCM  management  would 
have  a  15%  interest  in  the  Glidden- 
Durkee  LBO  gave  the  lockup  the 
aroma  of  self-dealing.  Furthermore, 
said  the  court,  the  $430  million  op- 
tion price  may  have  been  too  low  by 
anywhere  from  $80  million  to  $225 
million. 

In  short,  says  Peter  Atkins,  a  take- 
over specialist  at  Skadden,  Arps, 
Slate,  Meagher  &  Flom:  "The  court 
started  asking  the  questions  the  board 
should  have  asked." 

Some  lawyers  think  careful  direc- 
tors can  still  use  lockups.  "The  direc- 
tors don't  have  to  be  right,  but  they  do 
have  to  be  reasonable,"  says  John  A. 
Friedman,  a  partner  of  Kaye,  Scholer, 
Fierman,  Hays  &  Handler.  For  in- 
stance, Friedman  feels  that  directors 
could  still  legitimately  guarantee  a 
white  knight  bidder  some  profit  even 
if  he  ultimately  loses — an  important 
motivation  to  white  knights.  Say  the 
company  grants  an  option  on  18%  of 
its  stock.  If  an  unfriendly  bidder  gets 
the  company,  the  friendly  bidder  can 
still  exercise  his  option,  sell  to  the 
winning  bidder  and  earn  the  spread. 

The  rub  is  that  the  directors  must 
make  sure  that  the  friendly  bid  repre- 
sents full  value  to  the  shareholders. 
And  that,  Friedman  concedes,  may  be 
exceptionally  difficult  in  the  future. 

Where  does  that  leave  poison 
pills — those  bargain-priced  sharehold- 
er stock  options  or  premium  redemp- 
tion rights  triggered  by  takeovers  and 
designed  to  inflate  takeover  costs? 
"Poison  pills  are  in  their  infancy  in 
terms  of  judicial  review,"  says  Peter 

Laura  Meadows  is  a  lawyer  practicing 
in  Seiv  York  City. 
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oday,  The  Travelers  is  not  only  an  innovative 
;ader  in  insurance  protection,  but  a  dynamic 
)rce  in  financial  services. 

For  over  120  years,  The  Travelers  umbrella  has 
:ood  for  just  about  every  kind  of  personal  insurance 
ou  can  imagine — life,  home,  auto,  health,  disabil- 
y  and  travel. 

Today,  The  Travelers  serves  one  out  of  six 
.mericans.  Our  red  umbrella  stands  for  innova- 
ve  insurance  and  financial  expertise. 

Fortune  magazine  reports  that  last  year  The 
ravelers  was  one  of  America's  strongest  diversi- 
ed  financial  companies — the  fifth  largest  in  assets, 


the  third  highest  in  revenues  and  net  income. 

And,  our  current  $39-billion  in  assets  under  man- 
agement makes  us  one  of  the  most  experienced 
financial  experts  in  the  world  \ 

It's  this  kind  of  financial  know-how  that  enables 
us  to  offer  you  a  broad  range  of  insurance  products 
and  financial  services  including  mutual  funds,  home 
mortgages,  annuities,  IRAs,  cash  management 
and  Universal  Life. 

But  behind  our  awesome  numbers  and  array 
of  services  lies  our  true  strength — the  people  of 
The  Travelers. 

Experienced  experts  who  stand  ready  to  help  you 
and  your  family  thrive  in  the  years  ahead. 


Thelravelersj 

The  Travelers  Companies,  Hartford,  Connecticut  06183 
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NING 
PER  FOR 
MILLIONS  OF 


Mead's  complete  line  of  bond  and  copier 
Business  papers  is  among  the  most  popular  today. 
A  great  way  to  start  your  business  day. 


CPead 

Business  Papers 

Mead  Paper/Courthouse  Plaza/Dayion,  Ohio  45463 


1986  Multinational  Executive  Travel  Companion, 

the  only  business-travel  guide  covering  over  1 45  ma- 
jor  cities  worldwide  (27  in  USA  alone)  with  hard-to- 
find  information  about  •  airports  •  airlines  •  car 
rentals  •  hotels  •  restaurants  •  entertainment  •  daily 
transportation,  lodging,  dining,  entertainment  ex- 
penses for  each  city  •  breakfast/lunch/dinner  hours 

•  tipping  advice  •  best  time  for  business  trips  &  ap- 
pointments* climate  •  what  to  wear  and  when 

•  passports/visas/inoculations  •  health  advise 

•  holidays  for  all  countries  •  trade  fairs  world- 
wide •  office  hours  for  each  country  •  time  differ- 
ences •  telephoning  &  telex  tips  •  useful  phrases  and 
words  in  8  languages  •  business  protocol  and  social 
etiquette  (what  to  do  and  not  to  do)  •  business  con- 
ditions in  each  country  •  appointment  diary  •  much 
more  •  Assists  &  guides  you  in  75  maior  trading 
countries  •  Over  640  pages  •  It  makes  your  business 
trips  most  productive  and  enjoyable  •  Unique.  In- 
dispensable. Highly  regarded  and  used  by  many 
thousands  of  traveling  executives  in  140  coun- 
tries •  Considered  world's  most  preferred  business 
gift  •  On  your  next  business  trip,  don't  leave  your  of- 
fice without  it  •  17th  annual  edition  •  For  free 
descriptive  brochure  and  price,  write  to: 
Multinational  Executive  Inc.  Dept.  FB-861, 

P  0.  Box  92,  Cambridge,  Mass.  02238.  U  S  A. 


Atkins.  But  they're  now  being  pre- 
scribed wholesale  for  corporate  sitting 
ducks,  so  court  tests  are  sure  to  come. 

While  the  pill  defense  was  upheld 
in  the  recent  Household  International 
case,  the  issue  of  whether  that'  take- 
over defense  can  be  used  to  favor  one 
bidder  over  another  has  yet  to  be  de- 
cided. When  it  is,  the  Hanson  decision 
says  the  focus  will  also  be  on  direc- 
tors' fiduciary  responsibilities. 


Bad  timing 

W'ednesday,  Dec.  11,  1985  was  a 
day  many  RCA  shareholders  will 
remember  gratefully:  On  a  tide  of 
takeover  speculation,  the  stock 
gained  20%  in  value  as  5.2  million 
shares  changed  hands.  It  was  only  af- 
ter the  closing  bell  that  GE  and  RCA 
confirmed  the  speculation  by  an- 
nouncing their  $6.28  billion  merger. 

But  for  one  small  RCA  investor, 
Jerrold  Schaffer,  it  was  Black  Wednes- 
day. He  sold  shares  in  the  morning 
that  would  have  been  worth  $10.38 
more  apiece  at  the  end  of  the  day. 
Now  Schaffer  has  filed  a  class  action 
suit  against  RCA  and  GE,  alleging 
that  they  violated  securities  law  by 
failing  to  disclose  immediately  that 
the  talks  had  been  completed  in  the 
early  morning. 

Schaffer  may  have  been  just  an- 
other investor  who  should  have  done 
his  homework  better,  but  in  light  of 
the  recent  abrupt  runup  in  Pennzoil's 
stock  on  Texaco  takeover  rumors,  his 
lawsuit  throws  the  spotlight  on  a  gray 
area  in  securities  regulation.  Exactly 
when  should  a  company  disclose 
merger  negotiations  or  proposals? 

Last  year  the  SEC  ruled  that  compa- 
nies should  speak  the  truth  when 
asked  about  mergers,  or  say  nothing 
(Forbes,  Sept.  16, 1985).  But  when  does 
a  firm  have  a  duty  to  disclose  merger 
talks  of  its  own  volition? 

The  SEC  hasn't  addressed  that 
question.  Neither  have  the  exchang- 
es. The  NYSE  requires  "timely  and 
quick"  disclosure  of  any  news  that 
may  affect  stock  prices,  but  does  not 
define  timely  or  quick.  It  can  request 
information  when  there  are  sharp 
rises  in  trading  activity  or  when  a 
company  asks  for  a  halt  in  the  trading 
of  its  stock,  as  Pennzoil  did  on  Jan.  7. 
But  the  company  does  not  have  to 
respond  to  such  requests. 

About  the  only  guidance  comes 
from  the  courts.  In  a  1984  case,  Green- 
field v.  Heublein,  a  federal  court  ruled 
that  companies  have  a  duty  to  speak 
out  when  agreement  is  reached  on  the 
price  and  structure  of  a  merger.  But  as 
securities   lawyer  Edward  Brodsky 


points  out,  "It's  not  been  defined 
whether  the  agreement  means  the 
boards  have  approved  the  deal  or  not." 

So  what  should  have  happened  in 
the  GE-RCA  talks?  The  agreement 
was  hammered  out  in  principle  by  the 
morning  of  Dec.  11,  but  the  boards 
didn't  approve  it  until  after  the  close 
of  trading.  Why  not  encourage  compa- 
nies in  such  situations  to  make  merg- 
er announcements  with  a  "subject  to 
board  approval"  proviso?  While  that 
would  have  eliminated  the  timing  dif- 
ferential in  the  GE-RCA  deal,  some 
lawyers  don't  like  taking  that  step: 
Such  announcements  could  be  ma- 
nipulative, says  Brodsky,  if  a  board 
later  turns  down  such  a  deal.  "You 
can't  have  a  firm  rule  because  every 
situation  is  different,"  he  says.  Some 
lawyers  argue  that  existing  disclosure 
rules  are  enough.  "You  can't  make 
stopwatch  jurisprudence,"  says  Otto 
Obermaier  of  New  York-based  Ober- 
maier,  Morvillo  &  Abramowitz. 

That  begs  the  question.  In  today's 
computerized  markets,  precisely  such 
fine  questions  of  timing  can  create  an 
arbitrager's  bonanza.  Using  a  stop- 
watch to  determine  when  disclosure 
should  occur  is  exactly  what's  need- 
ed. What  the  stock  market  regulators 
have  always  sought  is  equal  access  to 
information  for  investors  large  and 
small. — Matthew  Heller 


The  arbitration  trap 

Tlhink  twice  before  you  let  your 
company's  lawyer  insert  an  arbi- 
tration clause  in  an  international  con- 
tract. You  may  be  stuck  with  it. 

Up  until  now,  arbitration  has  been 
optional,  not  mandatory,  where  a  U.S. 
plaintiff's  claim  was  based  on  federal 
law — even  if  there  was  an  arbitration 
clause  in  the  contract.  Those  laws 
were  presumably  enacted  to  protect 
the  public,  so  the  courts  held  that 
public  corporations  had  a  right  to  in- 
voke them  instead  of  taking  their 
chances  in  arbitration. 

But  this  changed  last  July  in  the 
Supreme  Court  ruling  in  Mitsubishi 
Motors  Corp.  v.  So/er  Chrysler-Plymouth. 
The  high  court  held  that  even  claims 
brought  under  federal  law  must  be 
arbitrated  unless  Congress  specifical- 
ly forbade  it  in  the  law. 

Soler,  a  Mitsubishi  auto  dealer,  had 
agreed  with  Mitsubishi  that  disputes 
would  be  arbitrated  before  the  Japan 
Commercial  Arbitration  Association. 
The  Supreme  Court  held  that  to  ig- 
nore the  clause  would  be  to  destroy 
the  orderliness  and  predictability  es- 
sential to  international  business 
transactions. 
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TOSHIBA 
KNOWS  WHAT 
YOU'D  LIKE  TO  DO 
WITH  YOUR 
COPIER* 


You'd  like  to  reduce  and 
enlarge.  Copy  edge  to  edge. 
Get  the  right  exposure. 
ind  even  add  a  little  color  to  your 
/ork.  Without  adding  hassles 
3  your  life.  Or  taking  a  big  bite  out 
f  your  budget. 

If  it  sounds  like  we  know  what 
/e 're  talking  about,  it's  because 
/e  make  the  copier  you've  been 
coking  for.  The  Toshiba  BD-4121 
ChromaTouch™  The  copier  with 
he  features  you  shouldn't  be 
oing  without. 

ZOOM.  Down  to  71%  of  original, 
p  to  122%.With  presets  at  65%, 
8%,  100%  and  122%. 

VIP.  Visual  Image  Projec- 
ion  shows  exactly  what's  going 
n  inside  the  copier. 

ACE.  Automatic  Controlled 
)xposure  looks  at  the  original, 
leasures  its  shades  and  adjusts 
xposure.  All  in  an  instant 


EDGE  TO  EDGE.  Complete 
copies  all  the  time.  Side  to  side. 
Top  to  bottom. 


COLOR  AT  A  TOUCH. 

Pushing  one  button  lets  you  go 
from  black  to  a  second  color. 
Presto.  Change 

What's  more,  ChromaTouch 
does  all  it  does  at  14  copies  a 
minute.  While  offering  an  option- 
al ability  to  sort. 

Toshiba  means  Quality  in. 
Quality  out. To  see  the  Toshiba 
BD-4121  ChromaTouch  in  action, 
send  us  this  coupon.  Or  call.We 
think  youll  like  what  you  hear. 

1-800-457-7777. 
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AND  HOW  TO 

DOIT. 

I  need  a  copier  that  does  everything  I  want  at  a  price  I  can  afford. 
Please  send  me  information  about  your  BD-4121  ChromaTouch  Copier. 


Name 


Company 
Address  _ 
City  


I 
I 
I 
I 


Phone  _L 


) 


To:  Toshiba  America,  Inc.  Copier  Products 
Division,  2441  Michelle  Drive,Tustin,CA926, 
Or  call:  1-800-457-7777. 


In  Touch  with  Tomorrow 

TOSHIBA 


BENEATH  CANADA'S  SURFACE, 
THERE  IS  MORE  ECONOMICAL 

ENERGY  THAN  ANYWHERE  ELSE 

IN  THE  WORLD. 


With  the  formation  of 
Investment  Canada,  the 
Canadian  Government  has 
placed  the  welcome  mat 
out  to  foreign  investors. 
Energy  is  one  of  the  best 
reasons  why  your  com- 
pany should  consider  the 
invitation. 

Canada  ranks  number  one 


Send  for  a  copy  of  our 
investor's  handbook  and 
discover  all  of  the  good 
reasons  why  Canada  is 
today's  land  of  opportu- 
nity for  your  company's 
business  ventures. 

Come  and  see  for  your- 
self. Plan  on  attending 
"OPPORTUNITIES 


in  overall  energy  resources    CANADA",  a  unique  show- 


per  capita.  Number  one 
in  its  growth  rate  for  oil 
exports.  Number  one 
amongst  industrialized 
nations  in  energy  trade 
surplus.  And  number  one 
in  opportunity.  There  is 
sufficient  electricity,  natural 
gas,  crude  oil  and  coal  to 
not  only  ensure  low  cost 
domestic  consumption  but 
to  ensure  competitive 
manufacturing  exports. 

In  exploration,  processing 
and  manufacturing, 
Canada  offers  an  ideal 
environment  for  invest- 
ment. Energy  supplies  are 
secure  and  the  stable 
prices  average  out  as  the 
lowest  in  the  world. 


case  of  Canadian  industrial 
capability  and  investment 
opportunities  to  be  held  in 
Toronto,  March  12,  13  and 
14,  1986.  We  will  also 
send  you  a  brochure  on 
"OPPORTUNITIES 
CANADA". 

Attach  your  business  card  to 
a  copy  of  this  ad  and  mail  it 
to:  Investment  Canada, 
P.O.  Box  7640,  Dept.  J, 
Mount  Prospect,  Illinois  60056. 


WELCOME  TO  THE 

NEW  SPIRIT  OF  ENTERPRISE 


ill 


i 


INVESTMENT 
CANADA 


While  the  opinion  assumed  the  is- 
sue would  not  have  to  be  arbitrated 
had  it  been  purely  domestic,  I  would 
think  it  unsafe  to  conclude  that  the 
principle  won't  eventually  be  ex- 
tended to  domestic  disputes.  Consid- 
er Dean  Witter  Reynolds  Inc.  v.  Byrd  last 
March,  where  justice  White  in  the 
concurring  opinion  expressed  "sub- 
stantial doubt"  that  domestic  dis- 
putes involving  federal  legislation 
should  not  be  arbitrated. 

The  court  permitted  part  of  that 
suit  to  proceed  before  an  arbitration 
tribunal  and  the  balance  in  federal 
court.  The  resultant  expense  probably 
wouldn't  endear  that  procedure  to 
most  businessmen. — Andrew  Rogers 

Andrew  Rogers,  who  frequently  writes  on 
l^gal  matters,  is  a  Justice  of  the  Supreme 
Coltrt  of  New  South  Wales  in  Australia. 


Taxing  Matters 


Squeezed  by  the  loss  of  federal  funds,  the 
states  and  their  tax  collectors  are  getting 
frighteningly  innovative. 

Last  drops 


Habla  discrimination? 

Iast  summer  foyce  Keller's  17-year- 
lold  son  couldn't  land  a  job  at  retail 
stores  in  the  Kellers'  largely  Mexican- 
American  neighborhood  in  Houston. 
"All  the  applications  asked  if  you 
speak  Spanish,  and  he  doesn't,"  she 
says.  "The  Hispanic  kids  were  the 
ones  they  were  hiring.  I  felt  like  the 
victim  of  prejudice." 

Keller  is  not  alone.  Though  Hispan- 
ics  account  for  7%  of  the  work  force 
nationwide,  they  are  concentrated  in 
parts  of  California,  Texas,  Florida  and 
New  York.  So  it's  not  unusual  to  find 
places  where  only  Spanish  is  spoken 
on  the  job. 

Employers  who  make  Spanish  a  job 
requirement,  however,  can  be  in  for 
trouble.  When  Shirley  Drayton,  29, 
and  her  sister  Beverly  Barnes,  30,  were 
denied  jobs  cleaning  Miami  office 
buildings  because  they  couldn't  speak 
Spanish,  Drayton  sued,  charging  job 
discrimination.  "You  don't  need 
Spanish  to  empty  a  trash  can,"  she 
says.  The  Dade  County  Fair  Housing 
&  Employment  Appeals  Board  agreed. 

Not  only  did  the  board  order  the 
employer,  Florida  Building  Services, 
to  hire  the  women  and  pay  them 
$1,600  each  in  back  wages,  it  decided 
to  monitor  the  company's  hiring  prac- 
tices for  five  years,  requiring  semian- 
nual reports.  Caramba! 

Moreover,  federal  policies  prohibit 
a  language  requirement  unless  the 
employer  can  show  "there  is  no  other 
way  to  get  the  job  done,"  says  Howard 
Kallem  of  the  U.S.  Equal  Employment 
Opportunity  Commission. 

Therefore,  Cuidado patron.  Employ- 
er, beware.— Toni  Mack 


By  Laura  Saunders 


T|  HINK  LIKE  TAX  CHEATS,"  New 
York  State  tax  chief  Roderick 
Chu  charged  his  elite  new  Rev- 
enue Opportunity  Division  (ROD). 
That  wisdom,  which  dates  back  at 
least  to  Plutarch  ("knavery  is  the  best 
defense  against  a  knave"),  has  led  to 
some  ingenious  new  schemes  in  the 
Empire  State  to  ferret  out  scheming 
tax  evaders. 

Take  the  recent  "doctors  proj- 
ect." ROD  ran  a  list  of  state  tax- 
payers against  a  list  of  doctors  receiv- 
ing payments  from  Medicare  and 
Medicaid  and  found  91  doctors  who 
had  not  filed  at  all,  plus  another  300 
who  appear  to  have  substantially  un- 
derreported  their  income. 

New  York  taxmen  are  delighted 
with  gambits  such  as  these.  "Just 
since  the  beginning  of  1985  the 
matches  have  brought  in  $30  million 
in  back  taxes  and  penalties,"  says  a 
spokesman. 

Future  ploys  include  matching 
businesses  against  a  Dun  &  Bradstreet 
industry  profile  to  see  if  odd  patterns 
show  up,  or  even  simpler  tabulations. 
"It  won't  take  an  imaginative  auditor 
to  prove  that  a  restaurant  is  underre- 
porting by  counting  the  number  of 
pizza  boxes  versus  the  sales  it 
claims,"  says  a  spokesman. 

Other  states  are  cracking  down,  too. 
Pennsylvania  has  quadrupled  annual 
delinquent  tax  collections,  to  $220 
million,  since  1978.  Revenue  officials 
from  ten  northeastern  states  and  the 
District  of  Columbia  recently  agreed 
to  share  information  on  evaders  who 
play  games  with  their  residences. 
New  York  will  sign  a  similar  agree- 
ment with  Florida  soon. 


Why  are  state  taxmen  getting  so 
clever?  Because  federal  aid  to  the 
states  has  been  slashed  20%  in  real 
terms  in  the  last  five  years,  and  with 
Gramm-Rudman  more  cutting  may 
be  in  store.  In  the  old  days  the  states 
might  have  raised  their  own  taxes  to 
make  up  for  it,  but  that  would  be 
worth  any  politician's  career,  given 
the  current  mood  of  voters.  Here's 
what  other  states  are  cooking  up. 


Florida 

A time-tested  principle  of  state  tax- 
ation says  that  if  you  can  find 
taxpayers  with  deep  pockets  who 
don't  vote  and  can't  leave — corpora- 
tions, in  other  words — you  can  ex- 
tract a  pound  of  flesh  with  a  specially 
tailored  tax.  In  the  Sunshine  State  the 
current  victim  is  the  already  strapped 
airline  industry.  For  nearly  three 
years  Florida  has  levied  a  5.7-cent  tax 
on  every  gallon  of  airplane  fuel  sold  in 
the  state,  earmarking  the  funds  for 
improvements  in  roads  and  bridges. 

The  rationale  for  this  extortion? 
Says  Randy  Miller,  state  director  of 
revenue:  "You  wouldn't  need  roads  if 
they  didn't  land  the  airplanes  at  the 
airports." 

Florida  expects  to  collect  some  $35 
million  from  the  tax  this  year.  The 
bulk  of  that  falls  on  Eastern,  Pan  Am 
and  Delta.  Cutthroat  competition 
makes  it  impossible  for  them  to  pass 
it  on  to  customers.  No  wonder  there 
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are  tales  of  carriers  filling  up  in  Atlan- 
ta with  enough  fuel  for  a  round-trip 
hop  to  Jacksonville. 

To  make  matters  worse,  the  U.S. 
Supreme  Court  dismissed  a  challenge 
to  the  tax  by  the  airlines  last  October, 
and  Florida  isn't  alone.  Boston  has  a 
fuel  tax  at  Logan,  and  Chicago  has 
been  considering  one  at  O'Hare. 
"They've  got  us  over  a  barrel,"  says 
Eastern's  Joe  Mirabella. 


Massachusetts 

If  you're  hoping  a  flat  federal  income 
tax  will  come  out  of  Washington 
this  year,  take  note:  Massachusetts 
politicians  have  found  a  way  to  make 
even  a  flat  tax  progressive. 

It's  called  the  "vanishing  exemp- 
tion." The  Bay  State  constitution  for- 
bids a  graduated  income  tax,  so  law- 
makers came  up  with  a  graduated  per- 
sonal exemption  instead.  It  ranges 
from  $3,800  for  a  single  person  with 
an  income  of  $6,000  to  as  little  as 
$600  for  those  with  incomes  of 
$40,000  and  up. 

Wisconsin  has  an  analog,  the  "van- 
ishing standard  deduction."  A  version 
has  even  crept  into  the  House  tax 
reform  bill,  which  cuts  the  $2,000  fed- 
eral personal  exemption  by  $500  for 
itemized  returns  (though  President 
Reagan  has  threatened  a  veto  unless  it 
is  restored  for  everyone). 


California 

California  taxmen  have  never  been 
at  a  loss  for  clever,  if  occasionally 
questionable,  ways  of  snaring  extra 
revenue  dollars.  These  are  the  folks, 
after  all,  who  brought  you  the  notori- 
ous unitary  method  of  taxing  corpo- 
rate payrolls,  property  and  sales  out- 
side the  state. 

The  unitary  fad  has  waned,  thanks 
to  pressure  from  our  foreign  trading 
partners,  but  now  California  has 
come  up  with  another  challenge  to  a 
long-established  tax  principle:  the 
concept  of  "nexus"  laid  down  in  the 
landmark  1967  Supreme  Court  case 
National  Bellas  I  less  v.  The  Department 


^#«VATE POQL  VILLAS, 


'Subject  To  Conditions  And  Availability 


pRivate  villas 

ATl6  COURt  ClUB 


444  Avenida  Caballeros.  Palm  Springs.  Ca  92262 


Call  for  Reservations  (619)  323-1773 
Outside  California  (800)  854-1298 


THE  TRAVEL 
CRITICS'  CHOICE 


LOS  ANGELES  TIMES  — 

Jerry  Hulse,  Times  Travel 
Editor 

"It  is  impossible  to  fault 
the  pleasures  of  this  spe- 
cial resort  operated  by 
host  Ken  Irwin,  and  so 
once  again  we  give  La 
Mancha  our  highest 
rating:  Five  Stars." 

THE  WASHINGTON 
POST  — 

James  T.  Yenckel 
"In  the  midst  of  wealth,  it 
is  tempting  to  taste  a  bit  of 
luxury  yourself. ..the 
height  of  luxury  may  be 
the  Mediterranean-style 
villas  of  La  Mancha." 

THE  NEW  YORK  TIMES  — 

Lynn  Rosellini 

"...Fantasies  in  Palm 
Springs."  "If  yours  is  to 
live  like  royalty,  stay  at  La 
Mancha." 


"Our  phone  system  came  from  a  company  with  nationwide 
service.  Unfortunately  the  nation  was  Japan" 


"We  chose  Harris. 
They're  nationwide  here' 


1 1  * 


FOR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

We  have  6000  people  at  more  than  300  locations  nationwide 
to  service  and  support  your  Harris  systems. 


2)  HARRIS 
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Nothing  else  can  take  you  there  faster, 
on  less  fuel. 
Absolutely  nothing. 


It's  an  incontrovertible  fact. 

The  Learjet  35 A  covers  more  miles  in 
less  time  on  less  fuel  than  any  other 
business  jet. 

Period. 

In  fact,  even  slower  jets  consume  more 
fuel  than  the  Learjet  35A. 

The  Cessna  Citation  S/ll,  for  example, 
takes  about  15  minutes  longer  than  the 
35A  to  fly  a  typical  500-n.m.  mission  at 
high-speed  cruise  —  and  gulps  down  100 
pounds  more  fuel  in  the  process. 

No  other  aircraft  offers  a  better  blend  of 
speed,  efficiency,  and  versatility  than  the 


Learjet  35A. 

Ask  the  U.S.  Air  Force.  They  spent  five 
months  comparing  and  scrutinizing  jet 
aircraft  —  and  ordered  80  Learjets. 

Now  —  lower  prices  on  Learjet  35A. 

Our  newly  announced  pricing  policy 
lowers  the  Learjet  35A  base  price  to 
$2,850,000  —  about  the  same  as  the 
slower,  less  efficient  Citation  S/ll.  For 
more  information,  call  Frank  Mastin, 
Vice-President  -  North  American  Sales, 
at  602-294-4422,  Ext.  7246. 

Gates  Learjet  Corporation,  PO.  Box 
1 1 186;  Tucson,  AZ  85734-1 186. 


Learjet  35A 

Gates  Learjet*  / 


of  Revenue  (III).  Nexus  gives  a  state 
the  right  to  require  out-of-state  com- 
panies doing  business  there  to  collect 
sales  and  use  taxes.  According  to  Bel- 
las I  less,  nexus  exists  only  when  a  firm 
has  an  actual  physical  presence  in- 
state— a  salesman,  for  example.  Not 
for  a  mail-order  business. 

But  now  the  states  want  to  remove 
even  that  restriction.  Lusting  for  all 
the  uncollected  taxes  they're  missing 
out  on,  they  want  to  have  Bellas  Hess 
overridden  by  Congress.  Two  bills  on 
the  topic  may  come  up  this  year. 

Golden  State  taxmen  aren't  wait- 
ing, though.  Their  new  law  declares 
that  anyone  who  aims  advertising 
specifically  at  the  California  market 
will  have  to  collect  California  sales 
and  use  taxes. 

Unconstitutional?  "It  clearly  flies 
in  the  face  of  Bellas  Hess,"  says  Ruurd 
Leegstra,  state  tax  expert  at  Price  Wa- 
terhouse.  "But  those  were  different 
times — no  800  numbers,  no  ability  to 
saturate  a  market  electronically.  If  we 
reargued  the  case,  the  courts  might 
see  things  another  way."  It's  a  sure 
thing  they  will  get  a  chance  to. 


Washington 


Tlhe  B&O  is  not  the  ghost  of  a  rail- 
road but  Washington  State's  busi- 
ness and  occupation  tax,  an  excise 
levy  on  the  gross  receipts  of  corpora- 
tions doing  business  there.  National 
Can  and  200  other  companies  in- 
volved are  attacking  the  B&O  tax  in 
court  on  the  grounds  that  it  interferes 
with  interstate  commerce.  If  other 
states  adopted  Washington's  system, 
they  say,  multistate  companies  would 
be  wrongly  taxed  at  twice  the  rate  of 
in-state  companies. 

The  case  may  go  to  the  Supreme 
Court,  but  the  companies  involved 
are  optimistic  because  of  the  court's 
important  decision  in  Annco  v.  Har- 
dest)' last  year.  In  that  case  the  high 
court  struck  down  a  similar  tax  in 
West  Virginia  merely  because  it  was 
theoretically  discriminatory;  Armco 
did  not  have  to  prove  that  it  was 
harmful  in  practice. 

No  wonder  the  Washington  taxmen 
are  nervous.  If  the  tax  is  overturned, 
they  say,  they  might  have  to  pay  over 
$400  million  in  refunds.  That  would 
be  a  nice  bonus  for  corporations  for 
boning  up  on  tax  law. 


A 1985 
resolution 
you 

still  keep. 


If  you  promised  yourself  an  IRA  for  1985 ,  there's 
still  time  to  open  your  account  at  Twentieth  Cen- 
tury. But  don't  put  it  off.  You  only  have  until 
April  15  to  get  yourself  some  real 
tax  savings  for  1985.  If  you  also 
promised  yourself  that  this  time 
your  IRA  would  be  a  solid  invest- 
ment,  you've  come  to  the  right  place. 
M.  m.   Twenueth  Century  offers  you  a  family  of 
six  different  mutual  funds  and  an  impres- 
sive record  of  long-term  performance. 
Don't  worry  about  the  resoludons  you 
didn't  keep.  Here's  one  you  can. 

Want  to  know  more?  For  complete  information,  write  or  call  for  our  free  IRA 
Information  Kit.  In  it  you'll  find  a  prospectus  for  the  six  funds  in  Twentieth  Century's 
IRA  program.  Please  read  the  prospectus  carefully  before  investing. 


I 
I 


No-Load,  No-Minimum  Mutual  Funds 

Please  send  a  free  prospectus  to: 

Name  


Address- 
City  


State. 


_ZIP_ 


FBS860210 


RO.  Box  200,  Kansas  City,  Missouri  64141  (816)  531-5575 


I 

I 


'Every  time  I  think  about  the  cost 
of  office  automation,  I  see  red." 


" Call  Harris.  They'll  keep 
you  in  the  black." 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  information  on  how  Harris  office  automation  systems 
can  give  you  a  better  bottom  line,  call  1-800-4-Harris,  Ext.  30. 

33  HARRIS 
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Numbers  Game 


A  bond  is  a  bond  is  a  bond?  The  heck  it  is. 
The  trouble  with  many  tax-frees  is  the  in- 
vestor has  almost  no  information  to  go  on. 


Where  ignorance 
is  not  bliss 


By  John  Heins 


Back  in  1982,  investors  snapped 
up  $34  million  in  13%  short- 
term  and  14%  long-term  tax- 
exempt  municipal  bonds  issued  to 
build  the  Park  Summit  Health  Care 
Center  in  Coral  Springs,  Fla.  Lovely 
yields,  those. 

What  few  of  the  buyers 
knew,  however,  was  that  as 
they  were  collecting  those 
hefty  interest  checks,  three 
of  six  other  retirement 
center  bond  issues  under- 
written by  Atlanta-based 
Hereth,  Orr  &  Jones,  Park 
Summit's  underwriter,  had 
defaulted.  And  in  late  1983 
Hereth,  Orr  itself  went 
bust.  Sales  of  residential 
units  at  Park  Summit 
turned  out  to  be  only  25% 
of  projections.  In  May  1985 
interest  payments  stopped, 
and  the  manager  of  the 
project  has  filed  for  bank- 
ruptcy. The  bondholders 
thought  they  bought  a 
nice,  safe  13%.  Instead, 
they  bought  a  pig  in  a 
poke. 

But  how  could  they  have 
known?  While  holders  of 
common  stock  receive  annual  finan- 
cial reports,  required  by  the  Securities 
&  Exchange  Commission,  muni  bond 
holders  often  get  little  or  no  informa- 
tion on  the  progress  and  health  of  the 
enterprise  they  have  invested  in. 

Tax-exempts  issued  by  state  and  lo- 
cal governments  for  their  own  proj- 
ects usually  have  adequate  reporting, 


if  only  to  appease  state  auditors  or 
city  councils.  But  private-purpose 
bonds,  the  recent  rage  of  the  muni 
bond  market,  repaid  solely  from  the 
revenues  of  the  project  financed,  are 
not  government  obligations.  Dozens 
of  housing  and  retirement  center 
bonds,  for  example,  have  defaulted  be- 


cause of  low  occupancy  rates  and  ex- 
cessive construction  costs. 

Especially  with  local  housing 
bonds,  once  the  money  is  raised  and 
the  loans  made,  says  Hyman  Gross- 
man, a  Standard  &  Poor's  managing 
director,  "nobody  seems  to  feel  they 
have  any  responsibility." 

Generally,  when  they  can't  get  in- 


formation, investors  and  analysts  rely 
on  independent  sources  like  rating 
agencies  and  bond  insurers.  Often, 
these  sources  can't  get  information 
themselves.  When  that  happens,  a  rat- 
ing agency  will  pull  its  rating.  In  the 
first  week  of  1986,  for  example,  S&P's 
withdrew  its  rating  on  five  housing 
bond  issues  because  of  lack  of  infor- 
mation. But  both  S&P's  and  Moody's 
can  take  up  to  two  years  to  pull  a 
rating,  and  once  it's  done,  it's  too  late. 
The  price  collapses  at  the  moment  the 
investor  finds  out  something's  wrong. 

What's  the  answer?  Recently  the 
National  Federation  of  Municipal  An- 
alysts proposed  that  annual  reports  be 
required  on  all  new  municipal  bonds. 
Insurers  and  underwriters  increasing- 
ly make  "ongoing  disclosure"  a  pre- 
requisite for  new  issues.  A  growing 
number  of  bond  experts  feel  munici- 
pals should  be  registered  with  the  SEC 
if  they  aren't  secured  by  taxes  or  the 
revenues  of  government-owned  and 
-operated  facilities. 

"If  early  warning  systems  are  in 
place,  problems  can  be  solved,"  says 
James  Spiotto,  who  has  worked  on 
more  than  100  municipal  default 
cases  as  an  attorney  with 
Chicago-based  Chapman  & 
Cutler.  "But  when  you  just 
sit  back  and  hope  that  a 
problem  will  cure  itself,  it 
normally  gets  worse."  And 
then  the  interest  checks 
stop  coming. 


Too  sweet 
to  be  true 

Tlry  this  one:  An  insur- 
ance company  leasing  a 
747  to  an  airline  agrees  to 
sell  it  to  a  third  party  when 
the  lease  expires  ten  years 
from  now.  That  third  party 
expects  to  turn  around  and 
sell  it  at  a  profit.  Can  he 
start  booking  those  "prof- 
its" today? 

Don't  laugh.  Some  top 
accountants  think  he  can. 
True,  the  third  party  can't 
really  know  how  much 
profit  he'll  make  in  1996,  but  he  can 
project  it,  and  some  accountants  don't 
see  why  he  can't  start  showing  it  now. 

After  all,  argues  Denny  Beresford,  a 
partner  at  Ernst  &  Whinney,  the  third 
party  is  really  acting  as  a  lease  broker, 
and  lease  brokers  are  allowed  to  book 
"profits"  on  future  sales.  Or,  in  the 
rather  ambiguous   accounting  par- 
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FOR  YOUR  TOTAL  HEALTH  EVALUATION 

visitthe  BILTMORE  HEALTH  CENTER 

A  Division  of  Samaritan  Health  Service 


lance,  to  "accrete  the  lease  residual." 
Says  Beresford:  "If  we're  not  consis- 
tent with  all  types  of  lease-residual 
purchases,  then  we  may  need  to  re- 
think entirely  our  current  lease  ac- 
counting rules." 

So  it's  easy  to  see  why  the  notion 
that  accreting  lease  residuals  might 
be  perfectly  kosher  is  getting  around 
fast.  "Our  own  leasing  business  pro- 
posed we  get  involved,"  says  Gaylen 
Larson,  group  vice  president  of  $8.3 
billion  (sales)  Household  Internation- 
al. "They  pointed  out  that  others  in 
the  industry  were  doing  these  deals 
and  booking  profits  early." 

Surprised,  Larson  brought  the  mat- 
ter up  at  the  September  meeting  of  the 
accounting  industry's  15-member 
emerging-issues  task  force,  of  which 
he  is  a  member.  A  majority  was 
against  accreting  profits,  but  not  a  big 
enough  majority  to  make  a  consensus 
for  unguaranteed  lease  residuals  and 
hence  not  enough  for  a  ruling,  says 
James  Leisenring,  chairman  of  the 
task  force  and  a  director  of  the  Finan- 
cial Accounting  Standards  Board. 

Leisenring  himself  is  opposed  to  the 
idea.  "You  shouldn't  be  able  to  pick 
up  income  on  a  sale  you  haven't  real- 
ized yet,"  he  says.  What  if  you're 
wrong  about  the  future  price?  What  if 
you  can't  sell  the  goods  at  all?  Irrele- 
vant, say  supporters  of  profits  now.  If 
your  company  books  too  much  now, 

fi 


simply  write  down  the  losses  after 
the  sale. 

The  problem  is  in  the  treatment  of  a 
lease  residual  itself,  says  Clifford 
Grace,  Peat  Marwick's  recently  re- 
tired vice  chairman  for  accounting.  Is 
it  a  property  transaction  or  purely  a 
financial  transaction?  If  you  decide 
it's  a  financial  transaction,  then  you 
start  booking  the  profits  now — just  as 
you  would  start  booking  interest  now 
on  zero  coupon  bonds.  But  not  if  it's  a 


THE  PREVENTIVE  HEALTH  PROGRAM  INCLUDES: 

■  Physical  Examination  ■ 

■  Treadmill  Stress  Test  ■ 

■  Laboratory  Profile  ■ 

■  Pulmonary  Function  Screening  ■ 

Plus  consultations  and  recommendations  by: 

BEHAVIORAL  HEALTH  SPECIALIST 
EXERCISE  PHYSIOLOGIST 
NUTRITIONIST 
PHYSICIAN 


Vision  Screening 
Tonometry  Test 
Hydrostatic  Weighing 
Audiometric  Test 


For  Additional  Information  and  Availability  Please  Call  or  Write 

Vicki  Roberts  /  BILTMORE  HEALTH  CENTER 

24th  Street  &  Missouri .  Phoenix.  Arizona  85016*  (602)  957-1644 


"We  need  an  office  automation  system  we  can  grow  with. 
How  about  a  word  of  encouragement? 


"Harris'' 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  information  about  Harris  long-term  office 
automation  solutions,  call  1-800-4-Harris,  Ext.  32. 


2)  HARRIS 
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Is  the  paperless  office 
merely  blue  sky  thinking? 


MOORE 


c  1985  Moore 


Nobody  knows.  People  have  been  pre- 
dicting the  paperless  office  for  years. 
Yet  today,  business  seems  to  generate 
more  paper  than  ever.  And  this  ex- 
pands the  role  of  Moore  even  further 
as  the  world  leader  in  paper-based 
business  communications. 

But  Moore  is  more  than  business 
forms.  So  much  more,  we've  changed 
our  corporate  signature  to  reflect  the 
changing  nature  of  our  company.  To- 
day, while  retaining  our  vital  interest 
in  business  forms,  Moore  has  entered 
the  electronic  age,  helping  to  relieve 
business  of  much  of  its  paperwork. 

We  offer  a  full  range  of  business 
information  products,  systems,  and 
services,  such  as  information  distribu- 
tion, automatic  identification,  data 
management,  response  technologies, 
and  other  computer-related  and 
computer-integrated  activities.  Offered 
together  or  separately,  these  answer 
every  business  communication  need. 

The  fact  is,  whether  the  paperless 
office  becomes  reality  or  not,  Moore 
is  ready  for  the  future.  And  the  future 
looks  bright,  One  look  at  our  new  logo 
will  tell  you-we're  a  lot  more  than 
business  forms. 

BUSINESS  FORMS 
&  SYSTEMS  DIVISION 

1205  Milwaukee  Avenue 
Glenview,  IL  60025 
312  480  3000 


HIGH  INCOME,  TAX  DEFERRED 


purchase  of  property. 

To  Grace,  lease-residual  sales  are 
dearly  financial  transactions,  since 
the  companies  that  buy  residuals 
bave  no  interest  in  owning  or  using 
the  property.  "Companies  decide  how 
much  to  pay  for  residuals  by  estimat- 
ing what  the  property's  future  value 
will  be  and  then  discounting  for  inter- 
est. All  that  I'm  suggesting  is  restor- 
ing the  discounted  interest  annually," 
says  Grace. 

Robert  Weiss,  vice  president  and 
:ontroller  of  $1.9  billion  (sales)  Scher- 
ing-Plough, agrees.  "If  a  company 
makes  an  investment  for  a  residual 
that  they'll  own  six  or  seven  years 
down  the  road,  they  should  be  able  to 
recognize  income  on  those  funds  over 
the  years.  If  not,  then  that  doesn't 
reflect  the  economic  realities  of  the 


Not  surprisingly,  the 
notion  that  accreting  lease 
residuals  might  be 
perfectly  kosher  is  getting 
around  fast.  "Our  own 
leasing  business  proposed 
we  get  involved,"  says 
Gaylen  Larson,  group  vice 
president  of  Household 
International.  "They 
pointed  out  that  others  in 
the  industry  were  doing 
these  deals  and  booking 
profits  early." 


transaction.  It's  a  judgment  call  for  a 
:ompany." 

Others,  like  Gaylen  Larson  of 
Household  International,  argue  that 
the  lease-broker  rules  are  a  special 
ease.  "They  were  never  written,  in  my 
apinion,  to  deal  with  any  other  kind 
oi  purchaser,"  he  says.  "I  see  this  as 
lust  a  method  of  boosting  the  values 
af  lease  residuals." 

Clarence  Sampson,  the  Securities  & 
Exchange  Commission's  chief  ac- 
countant, has  hinted  that  the  SEC 
will  not  look  favorably  on  public  com- 
panies that  ignore  the  majority  view 
of  the  task  force  in  opposition  to  ac- 
cretion. Will  that  put  an  end  to  the 
trend?  "I  don't  think  so,"  says  Larson, 
"unless  the  FASB  formally  takes  a 
stand.  The  numbers  clearly  can  be 
significant  for  companies,  and  if  it 
isn't  officially  stopped,  more  compa- 
nies obviously  will  get  involved." 

In  short,  an  open  invitation  for 
abuse. — Jill  Andresky 
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12.15%  for 
IRAs. 


Get  the  high  yields  of  Fidelity  High  Income 
Fund  for  your  IRA.  It's  an  aggressive  portfolio 
of  higher  yielding,  medium  to  lower  quality  bonds 
that  are  managed  by  Fidelity's  investment  experts.  And  in  your  IRA, 
these  earnings  grow  free  from  current  taxes.  You  also  get  the  flexibil- 
ity to  exchange  among  30  different  funds  with  a  quick,  toll-free  call. 
It's  easy  to  start  or  transfer.  $500  minimum. 

'Annualized  yield  for  the  7  days  ended  1/3/86  based  on  an  average  price  of  $9. 50  per  share.  Because  both  yield 
and  price  fluctuate,  your  return  will  vary  from  this  yield. 


Call  for  a  free  fact  kit  today!  For  more  complete  information,  including 

management  fees  and  expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or 
send  money.  FMR  Distributors  Corporation:  General  Distribution  Agent, 


P.O.  Box  660603,  Dallas,  TX  75266 

Call  free  24  hours. 


i  1-800-544-6666 

I   In  Massachusetts  call  collect  617-523-1919 


FIDELITY 
INVESTMENTS 


FORR/Hlll/021086 


7  need  a  communications 
system  we  can  grow  with. 


u Harris  should  be 
a  perfect  fit." 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  details  on  how  our  communication  systems  can  keep 
pace  with  your  company's  growth,  call  1-800-4-Harris,  Ext.  14. 

(J)  HARRIS 


^fLockheed 

Giving  shape  to  imagination. 


Advanced  software  specialist 
Texas.  Optoelectronics  experts  i 
New  Jersey.  Materials  researche 
in  California.  They  all  work 
together  to  make  up  Lockheed. 

Top  engineering  and  design 
teams  have  been  assembled 
within  each  of  the  corporation's, 
four  major  groups.  This  allows 
Lockheed  to  capitalize  on 


nique  areas  of  expertise  and 
>cus  its  efforts  on  business 
pportunities  that  will  be  impor- 
int  to  the  future. 
The  Aeronautical  Systems 
roup  is  studying  a  Transat- 
iospheric  Vehicle  for  high- 
>eed  missions  at  the  edge  of 
)ace.  It's  also  exploring  designs 
>r  an  Advanced  Tactical 


Fighter,  and  performing  work  on 
an  extensive  array  of  projects 
vital  to  the  security  of  this 
country. 

With  sound  technical  and 
financial  strengths,  Lockheed 
moves  into  the  future  with  a  solid, 
well-balanced  business  base. 

Planned  research  and  devel- 
opment investments  of  more 


than  $2  billion  over  the  next  five 
years  will  enhance  Lockheed's 
position  at  the  forefront  of  aero- 
space technology. 

That  commitment,  supported 
by  substantial  investments  in 
new  facilities,  will  reinforce 
Lockheed's  leadership  role 
in  tomorrows  most  advanced 
new  programs. 


Marketing 


Kdited  by  Jeffrey  A.  Trachtenberg 


Pierre  Carciin  has  overexposed  his  name;  it 
is  on  everything  from  jogging  suits  to  bath- 
room towels.  So,  he's  opening  a  restaurant. 

What's  on  the  menu 
is  the  least  of  it 


T|  hink  of  our  business  as  a  pyra- 
mid," purrs  Pierre  Cardin's 
man  in  Paris  while  discussing 
the  French  designer's  $10  million  in- 
vestment in  Maxim's,  a  new  New 
York  restaurant  several  blocks  from 
the  fancy  Plaza  and  Pierre  hotels. 
Here's  a  place  where  dinner  costs  $65 
without  drinks  (fixed  price,  plus  $2  for 


coffee)  and  lunch  $32.50. 

Expensive  even  for  New  York.  Yet 
the  Cardin  people  don't  expect  to 
make  much  money  in  the  restaurant. 
Why  run  it,  then?  Continuing  with 
the  pyramid  metaphor,  the  Cardin 
man  explains:  "At  the  top  is  the  right 
image — luxury,  elegance,  style.  Then 
you   develop   the   correct  product 


lines — champagne,  caviar,  smoked 
salmon.  Finally,  there  are  more  res- 
taurants, hotels,  other  licensees.  To 
think  of  Maxim's  as  only  a  restaurant 
is  to  miss  the  point.  You  must  under- 
stand the  whole  philosophy." 

Philosophy?  Call  it  marketing.  This 
is  the  fourth  Maxim's  Cardin  has 
opened  since  acquiring  the  original 
back  in  1981,  and  he  knows  the  for- 
mula. Violinists  stroll  through  the 
dining  room  playing  Strauss  and 
"Happy  Birthday."  Friday  and  Satur- 
day evenings,  black  tie  is  a  must.  No 
California-style  sushi  here,  no  mcs- 
quite-grilled  tuna,  no  blackened  red- 
fish.  Cholesterol,  waistlines,  blood 
pressure,  forget  it.  What  you  get  here 
is  the  stuff  that  gives  the  health-con- 
scious nightmares:  45  sauces,  duck 
liver,  strawberry  tarts. 

The  bill  mounts  fast,  because  many 
dishes  carry  additional  charges. 
That's  how  a  Forbes  reporter  recently 
spent  $225  for  dinner  for  two,  which 
included  a  $30  bottle  of  California 
Chardonnay.  The  decor  is  elaborate. 
Bronze  wall  mountings  and  lighting 
fixtures,  straight  from  India,  cost 
$500,000.  The  ten  stained-glass  win- 
dows were  $300,000.  About  $250,000 
was  spent  on  china  and  silver,  and  the 
heavy  New  Zealand  wool  carpet  add- 
ed $40,000.  The  pink  roses,  poinset- 
tias,  lilacs  and  orchids  mean  $2,000  a 


Monti'  Zullo  of  Maxim's  restaurant  in  New  York 

"This  is  about  building  an  entity — grocery  products,  a  frozen-food  line,  champagne,  wine. 


116 


FORBES,  FEBRUARY  10.  1986 


Kuh  KinmonUi 


I  (lilies  lunching  at  Maxim  s 
Yesterday's  elegance  at  $40  per. 


week,  and  Cardin  recently  bought  out 
the  florist  next  door  to  install  a  Les 
Fleurs  de  Maxim's  of  his  own. 

Cardin's  conceit  is  to  recreate  the 
original  Maxim's  down  to  the  very 
last  champagne  glass.  That  explains 
the  dark  woods,  the  dark  trim,  the 
brown  tin  canopy  ceiling  and  the  dim, 
intimate  lighting.  To  believe  in  this 
restaurant  is  to  believe  time  has  stood 
still.  It  hasn't.  Since  Cardin  acquired 
the  Paris  Maxim's,  food  critics  say  the 
restaurant  has  become  a  noisy  tourist 
trap  complete  with  strolling  photog- 
rapher. New  York  has  its  problems, 
too:  An  embarrassed  waiter  explained 
he  couldn't  serve  souffles  because  the 
kitchen  couldn't  get  them  to  rise. 

But  the  souffles  are  beside  the 
point,  and  so,  to  a  degree,  is  the  mat- 
ter of  direct  profits.  The  real  payoff,  if 
it  comes,  will  be  indirect.  Monty 
Zullo,  who  runs  Maxim's  here,  says  it 
will  be  tough.  "This  is  about  building 
an  entity — grocery  products,  a  frozen- 
food  line,  champagne,  wine.  This  is  a 
concept.  We  aren't  looking  for  an  im- 
mediate return  on  investment. 
What's  happening  here  is  that  Mr. 
Cardin  is  making  a  statement.  The 
profits  come  later." 

The  dream  is  that  Cardin  will  make 
millions  from  manufacturers  eager  to 
sell  the  Maxim's  name  to  consumers 
willing  to  pay  extra  for  a  label.  And 
why  not?  This,  after  all,  is  a  society 
where  otherwise  sensible  people  pay 
double  for  blue  jeans  whose  only  dis- 
tinction is  a  label. 

Call  it  rub-off  marketing.  Establish 
an  image,  then  try  to  rub  it  off  on 
fairly  mundane  products.  Last  year, 
estimates  The  Licensing  Letter,  $50  bil- 
lion (retail  sales)  worth  of  licensed 
products  were  sold  in  this  country, 
ranging  from  Mickey  Mouse  sweat- 
shirts to  Daniel  Hechter  coffee  mugs. 

When  it  comes  to  licensing,  nobody 


has  done  it  on  a  larger  scale  than 
Pierre  Cardin,  born  Pietro  Cardino  63 
years  ago  in  Venice.  There  are  680 
Pierre  Cardin  licenses  in  93  countries 
today,  products  that  generate  more 
than  $1  billion  in  wholesale  revenues. 
Why  do  people  pay  premium  prices 
just  to  get  a  label?  Insecurity,  prob- 
ably. Herd  instinct. 

Cardin  receives  licensing  fees  of  3% 
to  12%  of  sales  from  manufacturers 
who  put  his  name  on  everything  from 
key  cases  to  hand-lacquered  furniture. 
They  get  their  money  back  by  charg- 
ing the  consumer  more.  The  haute 
couture  fashion  collection,  which 
keeps  his  name  in  the  right  maga- 
zines, has  often  lost  money,  as  have 
those  of  all  the  top  designers.  That's 
how  the  fashion  pyramid  works:  Get  a 
name  at  the  top  and  collect  money 
from  licensing  at  the  bottom;  eye- 
glasses (Oscar  de  la  Renta),  umbrellas 
(Yves  St.  Laurent)  and  automobile 
styling  (Bill  Blass)  follow. 

So,  why  not  a  Pierre  Cardin  restau- 
rant? Why  Maxim's?  The  problem  is 
that  Pierre  Cardin  has  so  many  licens- 
ees with  so  many  price  points  and 
customers  that  to  the  big  department 
stores  it  has  become  a  designer/brand, 
no  longer  simply  a  status  label.  But 


Maxim's!  "Think  of  this  as  Rocky  //  tor 
Cardin,"  says  licensing  consultant 
Stan  Buchthal.  "This  is  his  opportuni- 
ty for  a  comeback." 

To  speed  the  comeback,  Cardin  in- 
tends to  open  Maxim's  hotels  in  Paris 
and  Palm  Springs,  Calif,  shortly  and  is 
shopping  for  a  New  York  hotel  as 
well.  There  is  the  possibility  of  a  pub- 
lic offering,  too.  "Think  of  this  in 
terms  of  the  entertainment  business," 
says  manager  Zullo.  "Walt  Disney  did 
it  with  Disneyland.  The  only  thing 
missing  is  the  rides.  If  you  make  one 
aspect  of  your  business  a  success,  the 
rest  will  follow." 

Of  course,  gimmicks  count — other- 
wise Sears  wouldn't  sell  Cheryl  Tiegs 
blue  jeans.  But  there's  a  limit.  Nobody 
knows  whether  Maxim's  means  any- 
thing in  Peoria.  Says  licensing  expert 
Joan  Hansen,  whose  career  includes 
stints  with  Christian  Dior  and  Fruit  of 
the  Loom:  "The  average  customer 
won't  understand  the  Maxim's  name. 
The  name  won't  have  the  same  pene- 
tration as  Pierre  Cardin,  unless  they 
launch  a  $10  million  ad  campaign." 
As  Abe  Lincoln  said,  "You  can  fool 
some  of  the  people  all  of  the  time  and 
all  of  the  people  some  of  the  time, 
but  "— J.A.T. 


Play  it  again,  Sam  ...  in  color 


W'hat  to  do  when  you're  stuck 
with  a  film  library  of  classics 
filmed  before  the  days  of  color?  Color 
it,  of  course.  Then  market  the  old 
titles  as  new  releases  for  pay  televi- 
sion, broadcast  syndication,  the  for- 
eign  market   and   home  cassettes. 


That's  what  Twentieth  Century-Fox 
has  done  with  its  1947  chestnut,  Mir- 
acle on  34th  Street,  the  first  color-con- 
verted movie  to  be  broadcast  nation- 
ally. Although  it  cost  only  about 
$200,000  to  add  color  to  Miracle,  the 
new  version  has  already  generated  $1 


laurel  and  I  lardy  in  color 
Old  titles  in  new  releases. 
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million  from  two  TV  airings.  And  to 
hear  the  coloring  folks  tell  it,  you 
ain't  seen  nothin'  yet. 

"Casablanca  in  color  is  worth  $25 
million!  King  Kong  is  a  $10  million 
picture  in  color,"  says  Earl  Glick, 
chairman  of  Hal  Roach  Studios,  Inc. 
Glick  loves  to  throw  the  numbers 
around  because  Roach  owns  half  of 
Colorization,  Inc.,  one  of  two  coloring 
companies  serving  Hollywood.  The 
other  is  Color  Systems  Technology, 
Inc.,  a  publicly  held  company  whose 
stock  trades  over-the-counter  at  9Vi 
after  going  public  last  August  at  5.  A 
third  company,  Toronto-based  Tinta- 
retto,  Inc.,  is  converting  primordial 
music  "videos"  of  Fred  Astaire  and 
Frank  Sinatra,  plus  other  material,  for 
a  cable  outfit  called  the  Nostalgia 
Channel. 

Black-and-white  movies  have  a 
limited  market  in  a  society  weaned  on 
color,  especially  the  kids.  There's  also 
the  possibility  that  former  hit  TV  se- 
ries, such  as  The  Honeymooners,  could 
be  colored  and  released  for  the  home 
entertainment  market.  TV  series,  in 
fact,  may  well  be  the  prime  beneficia- 
ries of  the  new  coloring  fad.  But  today 
the  action  is  in  movies.  Says  Glick: 
"How  else  can  you  make  a  proven 
classic  movie  for  a  couple  hundred 
thousand  dollars?" 

The  coloring  process  works  like  a 
child's  paint-by-the-numbers  set,  but 
in  this  case  each  frame  is  tracked  by 
computer  and  colored  by  a  colorist 
and  an  art  director.  Sometimes  the 
negative  has  to  be  restored  before  it 
can  be  colored;  sound  can  also  be  en- 
hanced. The  coloring  companies  brag 
about  the  pains  that  they  take  to 
achieve  historical  accuracy  in,  say, 
the  color  of  Cary  Grant's  eyes. 

Coloring  costs  roughly  $2,000  a 
minute — it  can  go  much  higher — but 
the  coloring  companies  want  a  piece 
of  the  action,  not  just  an  upfront  fee. 
"Look  at  Technicolor — that  should've 
been  a  huge  company,"  says  Glick. 
Color  Systems  has  already  inked  an 
equity  deal:  On  the  old  Steve 
McQueen  TV  series  Wanted  Dead  or 
Mire,  the  company  is  charging  $1,000 
a  minute  plus  10%  of  the  gross. 

The  profits  aren't  enormous,  but 
the  investment  is  small.  Glick  figures 
the  average  color-converted  flick 
could  net  $2  million  over  ten  years  for 
everything  but  theatrical  re-release. 
So  far  Colorization  has  converted  Top- 
per with  Cary  Grant  and  Laurel  & 
Hardy's  Way  Out  West,  both  Roach- 
owned  films,  and  sold  them  to  pay-TV 
before  videocassette  release.  The 
company  is  also  nearly  finished  color- 
ing It's <a  Wonderful  Life — behind  sched- 
ule. Of  course,  as  in  any  high-tech 


business,  glitches  develop.  Archrival 
Color  Systems  should  have  delivered 
Yankee  Doodle  Dandy  for  MGM  last 
July;  it's  not  done  yet.  That  company 
is  also  working  on  The  Absent-Minded 
Professor  for  Disney  and  plans  to  color 
18  Shirley  Temple  features  for  Fox. 

Most  likely,  demand  for  color  con- 
version will  be  limited  to  the  best- 
remembered  pictures,  and  there  could 
be  copyright  problems,  too.  But  what 
makes  the  process  valid  is  the  ratings 


results.  Miracle  on  34th  Street  has  been 
aired  on  TV  for  years,  but  this  past 
Christmas  the  color  version  was  aired 
in  prime  time  in  more  than  75%  of 
the  country,  generating  top  ratings 
comparable  to  a  new  movie.  As  a  nov- 
elty, color  conversion  sounds  great. 
As  a  going  business,  nobody  is  break- 
ing down  doors  to  buy  the  classics. 
But  give  the  marketing  guys  in  Holly- 
wood credit  for  making  soup  from 
yesterday's  bones.— Eric  Schmuckler 


Seeing  the  light 

W'hat  goes  with  your  new  pyra- 
mid-shaped white-and-pink 
Memphis  dining  table?  A  halogen 
lamp,  naturally,  which  is  why  the  arty 
crowd  spends  $250  or  more  on  these 
flat-edged  lamps  that  look  like  they 
belong  in  the  Space  Shuttle,  not  the 
living  room.  Are  they  good  for  read- 
ing? Not  at  all,  but  they're  great  for 
highlighting  sculpture,  paintings  or 
pieces  of  furniture,  and  they've  be- 
come the  hottest  sellers  in  the  lamp 
business. 

For  years  halogen  bulbs  have  been 
sold  in  this  country  to  light  highways, 
ballparks  and  photographers'  studios. 
Now  these  tiny,  powerful  bulbs  are 
illuminating  apartments  in  major 
cities  across  the  country.  Though 
one-tenth  the  size,  halogens  put  off 
more  light  than  regular  bulbs.  They 
also  last  three  times  longer,  which 
explains  their  price  of  $10  to  $12. 

But  economy  isn't  the  point.  The 
Italians,  who  make  most  of  these 


lamps,  use  halogens  because  they  are 
thin  and  sleek,  meaning  they  fit  the 
new  geometric  lamp  shapes.  How  big 
is  the  market?  Like  the  bulbs,  tiny, 
with  estimates  ranging  from  $27  mil- 
lion to  $40  million  wholesale. 

General  Electric,  a  major  manufac- 
turer of  halogen  bulbs,  invented  halo- 
gen in  1959  for  auto  headlights  and 
commercial  use.  GE  is  ignoring  the 
residential  boom,  however,  until  de- 
mand increases.  Who  buys  these 
lamps?  The  19-to-45  crowd  who  ad- 
mire the  new  wave  of  European-de- 
signed furniture.  The  young  big 
spenders,  in  other  words,  who  are 
willing  to  lay  out  half  a  week's  pay  to 
create  just  the  right  shadows  in  their 
living  rooms.  Are  the  lights  worth  the 
extra  cost?  That's  the  wrong  question 
in  this  kind  of  market.  Says  Peter  Ser- 
choski  of  Koch  &  Lowy  in  New  York, 
a  well-known  lighting  manufacturer/ 
distributor:  "Halogen  lamps  are  just 
much  more  sophisticated." — Jan  Parr 


From  the  manufacturer  Leucos.  Alba  (top  left).  Nelly  ( below)  and  Aurora  ( right ) 
More  light  in  less  space. 
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Millions  of  people  will  be  taking 
a  new  look  at  the  Blue  Chip. 


And  they'll  like  what  they  see. 

For  years,  Connecticut  Mutual  has  been 
growing.  We've  expanded  our  product  line  and 
our  organization  to  include  a  wide  range  of 
financial  services  as  well  as  insurance.  To 
reflect  these  changes,  from  now  on,  we'll  be 
known  as  the  CM  Alliance.  An  alliance  of  our 
Blue  Chip  Companies  and  representatives  offer- 
ing only  the  finest  financial  products  and 
counsel. 

We  have  a  new  look  for  the  future,  too. 
It  will  give  new  meaning  to  the  Blue  Chip.  So 
that  we'll  stand  out  even  more  in  a  crowded 
and  competitive  market  place. 

What  do  our  new  name  and  new  look 
really  mean?  They're  a  reflection  of  the  com- 
mitment we  have  made  to  give  our  customers 
the  best  possible  service. 

We  call  it  Blue  Chip  service.  It's  our 
vision  of  the  future. 


Alliance 


An  Alliance  of  Blue  Chip  companies 

offering  personal  life  insurance,  disability 
income,  retirement  and  business  plans: 
equity  programs,  mutual  funds,  money 
market  accounts,  tax  advantage  investments, 
fringe  benefits,  group  pensions 


Copyright  1985.  '  Connecticut  Mutual  Life  Insurance  Company  (And  its  subsidiaries/affiliates,  Hartford  CT)  *  CM  Capital  Advisors.  Inc  •  Connecticut  Mutual  Financial  Services,  Inc 

Diversified  Insurance  Services  of  America,  Inc.  •  CM  Life  Insurance  Company  *  Urbco.Inc. 


Edited  by  Stephen  Kindel 

Are  prefab  houses  inferior?  They  may  be 
better  than  traditional  homes. 

Raise  high 
the  (precut) 
roof  beam 


By  Ellen  Benoit 


A 'prefab  house."  Images  of 
trailer  parks  adorned  with 
strings  of  laundry  and  sprout- 
ing grotesque  TV  aerials.  That  at  least 
seems  to  be  what  the  village  fathers  of 
Wading  River,  N.Y.  envisioned  when 
they  passed  legislation  several  years 
ago  banning  not  just  mobile  homes, 
but  all  prefabricated  dwellings. 

That  was  bad  news  for  Northern 
Homes,  Inc.  of  nearby  Glens  Falls,  one 
of  800  U.S.  firms  in  the  little-known 
(and  less   understood)   business  of 


building  high-quality  manufactured 
homes.  Northern  had  targeted  Wad- 
ing River  for  a  sales  drive  for  its  Colo- 
nial and  Tudor  style  homes  selling  for 
$150,000  and  up.  Yet  no  sooner  did 
Northern  clinch  its  first  sale  than  the 
zoning  problem  popped  up.  "The 
town  officials  approved  our  plans," 
says  Northern  Homes  builder  Robert 
Merrill.  "But  then  they  found  out  the 
house  was  to  be  'manufactured'  and 
changed  their  minds,  waving  the  ordi- 
nance at  us.  We  pointed  out  that  the 
house  satisfied  their  building  codes, 
but  they  wouldn't  hear  any  of  it." 


Lustroti  home  in  the  1950s 

Now,  prefab  production  costs  are  easier  to  control. 


120 


faming  table  and  Mylar  tape  in  Hofmann's  automated  factory 


Hofmanri  s  Bud  Lowman  ( left ) 
and  frame  units  unloaded  at  the 
job  site  ( above ) 

Sticking  close  to  home:  The  profit- 
ability radius  is  only  150  miles. 


Too  bad,  because  manufactured 
homes  are  probably  the  best  invest- 
ment value  in  single-family  housing 
today,  offering  buyers  better  materi- 
als, finer  craftsmanship  and  lower 
prices  than  are  available  from  tradi- 
tional "stick-built"  houses. 

What  in  fact  are  manufactured 
homes?  Not  just  mobile  homes.  Near- 
ly all  of  the  1.7  million  new  homes 
begun  in  the  U.S.  last  year  came  with 
some  premanufactured  parts,  such  as 
roof  trusses  or  doors  and  windows. 
But  34%  of  the  dwellings  amounted, 
in  effect,  to  huge  prefab  kits  in  which 
the  entire  frame  came  preassembled 
in  wall-size  panels  straight  from  the 
factory,  to  be  put  together  on  the  job 
site.  Styles  range  from  Colonials  and 
Cape  Codders  to  less  conventional  log 
houses  and  even  geodesic  domes. 

Whereas  it  might  take  five  men  two 
days  to  frame  a  stick-built  house,  a 
manufactured  home  can  be  assembled 
in  less  than  a  day  by  two  workers. 
Barry  Scherman,  vice  president  of  a 
California-based  manufactured  home 
builder,  Hofmann  Co.,  guesses  he 
saves  about  10%  on  the  cost  of  fram- 
ing a  house  by  doing  most  of  the  work 
in  the  factory,  using  two-man  teams 
instead  of  costly  "craft"  union  labor. 

Some  of  the  savings  are  lost,  howev- 
er, in  transportation.  "With  house 
panels,  you  pay  to  ship  a  lot  of  air," 
says  Bud  Lowman,  president  of  Hof- 
mann's frame  manufacturing  oper- 
ation. Hofmann's  radius  of  profitabil- 
ity is  about  150  miles.  The  prefab 
business,  therefore,  is  fragmented. 

The  largest  producer,  Pittsburgh- 
based  Ryan  Homes,  had  1985  sales  of 
$560  million — in  1 1  states.  Privately 
held  Cardinal  Industries  of  Colum- 
bus, Ohio  is  second,  with  $247  mil- 
lion in  prefab  1984  sales.  The  next- 
biggest  public  firm  is  $55  million 
(1984  manufactured  housing)  Nation- 
al Homes  of  Lafayette,  Ind.  The  rest  of 
the  industry  is  composed  of  small, 
private  firms  like  Hofmann  (1985  pre- 
fab sales:  $8  million)  and  Northern 
Homes  (1985  sales,  $8  million). 

Big  or  small,  all  manufactured- 
home  builders  benefit  from  mass  pro- 
duction techniques  made  possible  by 
handling  much  of  the  construction 
work  on  the  factory  floor.  Such  pre- 
assembly  means  not  only  lower  wage 
rates,  but  also  better  workmanship 
and  more  precise  inventory  control  of 
materials.  That's  a  major  concern  for 
builders  who  often  have  to  endure  5% 
overruns  on  scrap  materials  in  stick- 
built  dwellings.  "What  comes  from 
the  factory  should  be  better  than 
what's  done  on-site  because  the  man- 
ufacturers have  better  quality  con- 
trol," says  Emil  Antonaccio,  building 
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The  fruits  of  Hitachi's  ongoing  research  (from  left  to  right]: 

computed  tomography,  lasers,  robots,  a  computer-scanned  human  eye, 

and  optical  memory  disks. 


seven  and  a  half  decades,  Hitachi  has  con- 
ed research  with  single-minded  devotion.  As 
of  the  world's  foremost  operators  of  inde- 
ient  research  facilities,  Hitachi's  original  tech- 
gies  have  made  the  company  an  innovator  of 
rical  and  electronics  products.  Most  recently 
;hi  opened  its  21st  R&D  center,  the  Advanced 
jarch  Laboratory.  Its  purpose:  To  develop 
-range  projects  for  applications  in  the  21st 
jry  and  to  carry  on  the  Hitachi  tradition  of 
eering  research  in  biotechnology,  material 
ice,  software  science,  and  other  technologies 
i  which  progress  depends. 

results  are  in  use  all  around  you 

;hi  laser  research  has  allowed  high-density 
rding  of  business  data  in  optical  disk  filing 
Jims.  Complex  manufacturing  operations  have 
i  automated  thanks  to  advances  in  robotics, 
ting  intelligent  machines  with  sophisticated 
ors  to  help  them  see  and  handle  work  pieces, 
audio/video  systems  make  use  of  Hitachi's 
il  technology  for  ultrahigh-fidelity  sound  and 
-definition  television  pictures. 
Each  year,  Hitachi  devotes  some  $1  billion 
search.  Our  efforts  to  further  improve  advanced 
nology  involve  the  talents  of  16,000  R&D  per- 
lel.  And  our  desire  to  share  the  benefits  of  new 
vledge  with  others  has  made  available  over 
00  patents  for  licensing  worldwide, 
n  fact,  we  are  constantly  coming  up  with  inno- 
ns  and  new  applications.  One  case  in  point: 
vice  that  focuses  an  ion  beam  just  0.5  microns 
imeter  on  semiconductor  surfaces,  for  micro- 


scanning  and  etching  of  circuits  at  temperatures 
in  excess  of  3,000°C. 

These  are  just  a  few  examples  of  Hitachi 
research  at  the  forefront  of  high  technology.  In 
1985  alone,  six  Hitachi  products  were  cited  by 
IR-100,  one  of  the  world's  top  research  forums, 
as  among  the  previous  year's  100  best  technical 
innovations— a  rare  honor  for  a  single  company 
to  achieve. 


Our  vision  of  the  future  includes  satellite 
networks  employing  laser  telecommunications 
and  remote  sensing  systems  to  link  every  corner 
of  the  globe  and  eventually  the  planets.  We  see 
tomorrow's  society  served  by  energy-generating 
fusion  reactors,  300-mph  trains  floating  above  the 
ground  on  superconductive  magnetic  fields,  3-D 
color  scanners  for  medical  diagnosis  and  simula- 
tion of  operations— and  much,  much  more. 

We'd  like  you  to  share  in  the  benefits  of  our 
scientific  research,  covering  the  next  generation 
of  microchips,  new  ceramics,  information  process- 
ing systems,  and  other  high-tech  innovations.  For 
improved  business  efficiency.  For  a  higher  quality 
of  life.  Two  goals  we've  pursued  for  75  years  as 
part  of  our  commitment  to  a  better  world 
through  electronics. 


The  best  of  worlds  is  yet  to  come 


WE  BELIEVE  RESEARCH  IS  THE  LEADING  EDGE  OF  PROGRESS 

0  HITACHI 


Technology 


inspector  for  the  town  of  Somers  in 
affluent  Westchester  County,  N.Y. 

In  the  case  of  Hofmann  Co.,  quality 
control  begins  with  a  Hewlett-Pack- 
ard 9845B  personal  computer  and 
$80,000  worth  of  software.  With  these 
tools  the  company  turns  blueprint 
specs  into  rolls  of  Mylar  tape  that 
show  workers  at  its  60,000-square- 
foot  factory  north  of  San  Francisco 
exactly  where  to  put  each  stud  and 


nail.  The  tape  is  laid  along  the  edges 
of  framing  tables.  The  workers  line  up 
the  top  wall  beam,  say,  and  then  at- 
tach studs  precisely  where  indicated. 

That  is  a  far  cry  from  the  earlier 
prefab  efforts  of  firms  like  Lustron 
Corp.  and  Stirling  Homex,  which  nev- 
er got  production  costs  under  control 
and  were  finally  smothered  by  finan- 
cial scandals.  These  days  Hofmann 
can  turn  out  frames  for  12  houses  a 
day,  about  1,500  square  feet  each,  at  a 
cost  per  completed  house  of  no  more 
than  $45,000.  Add  land  costs,  financ- 
ing, advertising  and  overhead,  and 
Hofmann  sells  the  unit  for  about 
$100,000.  That's  about  $1,200  more 


Smart  houses 


in  profit  than  would  be  the  case  with  a 
stick-built  home. 

Since  manufactured  housing  is  ob- 
viously a  good  deal,  why  don't  com- 
munities like  Wading  River  wake  up 
and  change  their  local  ordinances?  In 
Wading  River,  at  least,  it  seems  that 
change  at  last  may  be  coming.  Says 
Joseph  Janoski,  the  town  supervisor: 
"We  intend  to  amend  the  code  and 
put  in  a  provision  making  prefab 
houses  a  permitted  use.  There  have 
been  so  many  advances  in  the  way 
they  make  manufactured  homes  that 
now  in  many  respects  they  are  superi- 
or to  traditional  housing." 


Manufactured  housing  is  only  one  aspect  of  techno- 
logical change  affecting  home  construction.  Far 
more  exotic  is  the  notion  of  imbedding  an  electronic 
infrastructure  directly  into  the  dwelling  during  con- 
struction, to  support  everything  from  computers  in 
the  kitchen  to  climate-  and  perimeter-  control  devices 
operating  from  bedside  consoles.  That  means  no  more 
costly  hand-wiring  by  $60-an-hour  electricians. 

Most  experts  agree  that  for  home  automation  to 
become  economically  practical  it  will  be  necessary  to 
reduce  dramatically  the  amount  of  redundant  wiring 
in  homes.  Today  it  takes  six  or  seven  separately  wired 


Portia  Isaacson  at  home 

Maybe  even  a  remote-control  Jacuzzi. 


systems  to  support  the  telephones,  cable  TVs  and  both 
the  110-  and  220-volt  electrical  service  that  no  mod- 
ern home  is  without. 

A  small  but  growing  number  of  computer  buffs 
already  have  homes  wired  for  nearly  every  imaginable 
automation  convenience.  Portia  Isaacson  of  Dallas- 
based  Intellisys,  which  markets  software  for  the  smart 
home,  boasts  a  home  with  a  central  control  system 
that  operates  everything  from  lighting  to  security. 

Meanwhile,  some  home  builders  are  beginning  to 
offer  "automated  house"  options  in  new  construction. 
Ryan  Homes  Inc.  of  Pittsburgh  last  spring  introduced 
a  "HomeMinder  System"  for  25 
markets,  including  housing  devel- 
opments in  Washington,  D.C. 
With  the  system,  developed  for 
Ryan  by  General  Electric,  home- 
owners can  punch  a  few  buttons  on 
a  touch-tone  phone  at  the  office 
and  leave  messages  on  their  home 
television  screens,  raise  or  lower 
thermostat  settings,  turn  on  an 
oven  or  perhaps  fire  up  the  Jacuzzi. 

Ryan's  system  adds  no  more  than 
$500  or  so  to  the  selling  price  of  a 
new  home,  but  costs  can  be  pared 
still  further  if  all  appliances  and 
computer  units  in  the  home  can 
operate  off  a  single  cable.  That  is 
what  the  National  Association  of 
Home  Builders'  research  founda- 
tion is  testing  in  a  prototype  "smart 
house"  project.  The  NAHB's  ap- 
proach: to  use  a  bundled  cable  con- 
taining both  AC  and  DC  service, 
which  snakes  through  the  house 
like  a  central  nervous  system,  oper- 
ating everything  from  toasters  to 
stereos  to  home  security. 

If  all  goes  according  to  sched- 
ule, NAHB  builder-members  will 
put  up  the  first  100  such  houses, 
to  be  situated  in  30  major  mar- 
kets, sometime  in  1987.  Some 
3,500  more  are  to  be  built  the 
following  year. — Karen  Freifeld 
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It's  not  that  COMPAQ 
is  the  fastest  growing  computer  company 

in  the  world... 

It's  why 


COMPAQ. 
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In  1983,  COMPAQ" 
Computer  Corpora- 
tion had  the  most 
successful  first  year 
in  the  history  of 
American  business. 
Last  year,  our  sales 
grew  over  196%, 
making  COMPAQ 
the  world's  fastest 
growing  computer 
company*  And  this 
year  we're  setting 
more  records. 

The  reason  is  sim- 
ple. Our  computers 
simply  work  better. 

For  example: 
Most  manufac- 
turers mount  disk 
drives  in  a  rigid 
manner  that  could 
destroy  data  if  the 
computer  is 
bumped,  but 
COMPAQ  protects 
all  disk  drives  (and 
their  data)  with 
shock  mounts.  Not 
just  in  our  porta- 
bles, but  in  our 
desktops,  too. 

We  probably 
don't  have  to  go  to 
these  lengths.  But 
we  do.  In  every 
detail. 

Our  exclusive 
internal  tape  back- 
up system  can  pro- 
tect Megabytes  of 
data  in  minutes 
instead  of  hours. 

Our  computers 
can  run  the  world's 
largest  library  of 
business  software. 

And  now  our 
two  newest  prod- 
ucts, the  COMPAQ 
PORTABLE  286™ 
and  COMPAQ 
DESKPRO  286,™ 
offer  more  speed, 
more  storage,  and 


more  memory  than 
ever. 

Our  refusal  to 
compromise  is  why 
COMPAQ  com- 
puters are  rated  so 
highly  by  industry 
trade  publications 
and  over  300,000 
satisfied  users. 

Visit  an  Autho- 
rized COMPAQ 
Dealer  near  you 
and  you'll  see 
what  has  become 
apparent  to  buy- 
ers all  over  the 
world:  COMPAQ 
computers  simply 
work  better. 

For  a  free  bro- 
chure or  the  loca- 
tion of  your 
nearest  Autho- 


rized Dealer,  call 
toll-free  1-800-231- 
0900  (in  Canada 
416-449-8741)  and 
ask  for  operator  8. 

f  1985  COMPAQ  Com- 
puter Corporation.  All 
rights  reserved. 
'Source:  Datamation 
Magazine,  June  1,  1985. 
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Even  T.  Boone  Pickens  and  ex-Gulf  Chair- 
man James  Lee  see  eye  to  eye  on  one  thing: 
upland  game  hunting. 


Gentleman's  game 


Retired  chief  executive  Mead  Johnson  and  guide  at  Longteqf 
A  place  to  shoot  birds  and  talk  turkey. 


hull  I  ktfc  s 


By  Matthew  Schifrin 


F!  hhhth!  A  covey  of  ten  bob- 
™  white  quail  explode  from  un- 
der a  thicket  of  partridge  pea  and 
lespedeza  growing  in  a  golden  field 
deep  in  Dixie.  As  two  Llewellin  set- 
ters look  up  from  their  point  to  spot 
downed  game,  the  first  hunter  selects 
a  single  bobwhite  to  track,  takes  aim 
down  the  barrel  of  his  20-gauge 
Browning  over  and  under,  and  squeez- 
es the  trigger.  There  is  no  report;  the 
safety  is  still  on. 

Though  the  safety  is  quickly  disen- 
gaged, the  hunter  passes  up  any  last- 
ditch  shots  at  the  fast-disappearing 
birds.  He  just  lowers  his  gun  and 
chuckles.  This  isn't  big  game  hunt- 


ing, after  all;  he  knows  there  will  be 
more  covey  rises  that  morning. 

The  ancient  and  honorable  sport  of 
upland  game  hunting — for  ring- 
necked  pheasant,  chukar  partridge, 
woodcock,  grouse,  quail  and  other 
game  birds  in  flight — is  a  gentleman- 
ly, almost  leisurely  form  of  hunting 
that  has  long  appealed  to  numbers  of 
businessmen.  More  of  them  than  you 
might  think  can  occasionally  be 
found  strolling  through  woods  and 
fields  with  a  favorite  shotgun  in  hand 
and  a  good  bird  dog.  A  single  shooting 
preserve  in  Camilla,  Ga.,  Riverview 
Plantation,  claims  to  have  accommo- 
dated at  least  half  of  The  Forbes  500 
chief  executives.  They  come  not  only 
to  shoot  birds,  of  course,  but  also  to 


talk  turkey.  "I  am  not  certain  I  under 
stand  how  to  do  business  on  a  goli 
course,"  says  one  oil  company  execu 
tive.  "I  tend  to  be  too  busy  trying  t« 
find  my  ball  or  hit  it  or  whatever 
Time  with  your  client  tends  to  bi 
very  fragmented." 

Almost  all  decent  bird  shooting  i 
done  on  private  preserves  these  days 
for  a  number  of  reasons.  They  are  bet 
ter  stocked  than  public  lands,  th> 
number  of  shooters  is  limited,  and  th 
season  runs  a  lot  longer  than  on  state 
controlled  property — usually  fron 
September  to  April,  depending  on  th' 
game  hunted.  That's  three  or  foul 
times  the  normal  season. 

Then,  of  course,  there  are  the  amen 
ities,  and  the  opportunities  for  othe 
kinds  of  gamesmanship.  The  best  re 
sorts  (there  are  about  1,175  uplan* 
game  preserves  in  all  in  the  U.S.  an< 
Canada)  offer  the  hunter  every  acces 
sory  imaginable — dogs,  guides,  hunt 
ing  wear,  shotguns,  instruction,  tra; 
and  skeet  shooting,  as  well  as  all  th 
comforts  of  home.  There  are  evei 
clubs  that  offer  European-style  uplan> 
game  hunting.  Here  the  game  is  driv 
en  to  the  hunters. 

The  price  for  membership  in  a  pri 
vate  club  runs  from  about  $500 
year — excluding  daily  hunting  fees- 
to  $5,000  for  the  most  exclusive. 

Recently  many  preserves,  like  th 
Buck  Point  Club  outside  Aspen,  Cole 
and  the  Hawkeye  Hunting  Club  i: 
Center,  Tex.,  have  added  conferenc 
rooms  equipped  for  seminars  an 
meetings.  Hawkeye's  membership 
limited  to  corporations,  includes  Do\ 
Chemical,  Prudential  Insurance  an; 
General  Electric. 

The  oldest,  most  exclusive  pro 
serves  are  found  in  the  Southeast.  Pn 
vately  owned  by  families  like  the  Me! 
Ions,  the  Olins  and  the  Woodruffs,  th 
hunting  is  by  invitation  only  on  thes 
quail  plantations  surrounding  Talh 
hassee,  Fla.  and  Thomasville  and  A. 
bany,  Ga.  Few  hunters  are  luck 
enough  to  get  such  an  invitation,  bi: 
it's  the  style  of  these  preserves  that  th 
best  clubs  try  to  emulate. 

In  the  North,  where  pheasant  an 
chukar  are  more  common  than  quai 
there  are  waiting  lists  at  clubs  like  th 
Clove  Valley  Rod  &  Gun  Club  in  Dm 
chess  County,  N.Y.  According  to  Wi 
liam  Wearly,  former  chairman  of  Ir 
gersoll-Rand  and  president  of  th 
club,  the  initiation  fee  alone  run 
about  $7,000. 

To  sample  the  shooting  and  th 
style  at  a  noted  preserve,  Forbes  re 
cently  traveled  to  the  Longleaf  Plant; 
tion,  where  bobwhite  quail  reigns 
Longleaf,  situated  in  Purvis,  Miss 
encompasses  2,200  acres  in  the  pin 
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Did  Czar  Nicholas  quibble  with  Garl  Faberge 
over  the  price  of  eggs? 


When  you  are  dealing  with  something 
quite  extraordinary,  price  somehow  seems  irrelevant 
or  even  irreverent.  Indeed,  for  those  who  appreciate 
fine  Scotch,  Johnnie  Walker  Black  is  priceless. 

\  i 
Johnnie  Walker 
Black  Label  Scotch 

YEARS      0*4  OLD 

1 — w  ' 


OLD  BLENDED  SCOTCH  WHISKY.  86.8  PROOF.  BOTTLED  IN  SCOTLAND  IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  N  Y,  N  Y.  ©  1984.    Faberge  egg  from  the  F0R8ES  Magazine  Collection.  '1 
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hills  and  pecan  orchards  two  hours 
north  of  New  Orleans.  Longleaf  is  part 
of  the  Bass  Pecan  Co.,  whose  owners 
are  among  the  oldest  and  wealthiest 
families  in  southern  Mississippi.  Like 
their  distant  Texas  cousins,  these 
Basses  also  dabble  in  oil. 

Guests  stay  at  one  of  three  lodges 
equipped  with  private  bedrooms  and  a 
plush  lounge  with  a  fireplace,  stocked 


bar  and  card  tables.  Meals,  served  in 
the  main  lodge,  include  such  south- 
ern specialties  as  grits  with  redeye 
gravy  for  breakfast,  hush  puppies, 
quail  with  wild  rice  and  pecan  pie 
with  ice  cream. 

Longleaf  also  arranges  guest  book- 
ings according  to  compatibility.  "We 
don't  want  to  book  the  chairman  of  a 
multibillion-dollar  oil  company  like 
James  Lee  with  some  fellow  who  just 
made  his  first  million  on  a  wildcat  oil 
well,"  says  Treasurer  Roberts  Bass. 

Because  of  the  Bass  family's  in- 
volvement in  oil  and  Longleaf 's  prox- 
imity to  Texas,  oil  company  execu- 
tives frequent  the  plantation.  Celebri- 
ties like  Tennessee  Ernie  Ford  and 
veteran  broadcaster  John  Cameron 


Swayze,  as  well  as  executives  from 
Paccar,  Rotan  Mosle,  McDermott  and 
Globe  Industries,  also  stay  at  Long- 
leaf.  The  Texas  Navy  admirals — an 
honorary  title  that  originated  when 
Texas  was  an  independent  republic — 
hold  reunions  every  couple  of  years. 

Longleaf's  $385  base  price  includes 
the  evening  meal  before  the  hunt, 
lodging,  breakfast  and  lunch  the  next 
day  and,  of  course,  the  hunt  itself. 

The  shooting  begins  at  9  a.m.  with 
some  warming  up  at  the  trapshooting 
range.  Guides  then  transport  hunters 
in  pairs  to  the  hunting  area.  The 
morning  hunt  and  the  afternoon  hunt 
last  about  2Vi  hours  each,  during 
which  each  hunter  will  typically  get 
to  shoot  at  five  or  six  coveys  of  from  6 


Mead  Johnson  takes  aim  at  a  single  bobwbite 

A  chance  at  five  or  six  coveys  during  the  morning  hunt  is  not  uncommon. 
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)  12  birds  each. 

Watching  any  one  of  Longleaf's  40 
^ell-trained  bird  dogs — English  point- 
rs,  English  setters,  German  short- 
aired  pointers  and  Brittany  span- 
:1s — point,  retrieve  and  "honor"  one 
tiother's  point  is  almost  as  much  of  a 
ick  as  the  actual  shooting. 

Executives  from  Graham  Resourc- 
3,  an  oil  and  gas  concern  in  New 
Irleans,  were  on  hand  during  Forbes' 
isit,  and  they  averaged  from  75  to  90 
irds  per  pair  of  hunters  for  a  full  day. 
iter  the  hunt,  shooters  can  exchange 
ieir  game  for  freshly  dressed  and 
'rapped  birds. 

For  beginners,  the  advantages  of  a 
unting  club  like  Longleaf  are  even 
lore  pronounced.  Not  only  are  you 


Paul  Dagys 


provided  with  ample  opportunities  to 
practice,  but  guides  are  trained  to 
work  closely  with  beginners.  Also, 
Longleaf,  and  other  preserves  that  ca- 
ter to  businessmen,  play  down  the 
importance  of  the  kill  so  as  not  to 
embarrass  novice  hunters.  "Our  Jeeps 
are  shot  at  least  once  a  week  by 
guests,"  quips  Wayne  Hale,  the  resort 
manager.  "Once  we  had  the  nose  of  a 
Jeep  mounted  and  sent  to  a  guest." 

Senior  executives  from  Graham  Re- 
sources visit  Longleaf  at  least  six 
times  a  year.  Says  Chief  Financial  Of- 
ficer Anton  Rice,  "Some  of  the  biggest 
deals  in  Graham's  history  have  been 
structured  at  Longleaf."  Included  was 
the  financing  for  a  $225  million  pur- 
chase from  Petro-Lewis  of  some  oil 
and  gas  properties  in  March  1984. 

This  time  Graham's  guests  were 
four  investment  bankers  from  Pru- 
dential-Bache.  Says  Pru-Bache  invest- 
ment banker  J.C.  Snead  of  the  visit, 
"There  aren't  a  lot  of  distractions  at 
Longleaf.  The  hunt  was  sporty,  and  in 
between  hunting  times  we  covered  a 


By  Mary  Kuntz 

Reflect,  as  morbid  as  it  may  seem  to 
do  so,  on  all  the  ways  you  and 
your  family  could  die,  become  sick  or 
injured,  or  incur  liability.  Then  buy 
insurance  against  each  possibility. 
Absurd?  Of  course.  Yet  that's  exactly 
what  people  are  doing  in  droves  these 
days.  The  business  of  selling  limited 
insurance  policies  that  protect  against 
a  single  disease  or  disaster  is  booming. 
Everyone,  from  TV  stars  to  bankers,  is 
hawking  such  policies.  It's  likely  you 
have  heard  the  pitch:  No  one  can  be 
turned  down,  just  pennies  a  day,  no 
age  limitation,  etc. 

There's  the  TV  commercial  for  the 
John  Wayne  Foundation,  for  example, 
which  is  a  charity  to  fight  cancer. 


lot  of  business  topics.  We  made  very 
good  inroads  in  getting  the  terms  of  a 
deal  understood." 

Retired  chief  executive  of  the  com- 
pany bearing  his  name,  Mead  Johnson 
was  also  at  Longleaf  during  Forbes' 
stay.  Johnson  hunts  at  Longleaf  at 
least  three  or  four  times  a  year  for  a 
week  at  a  time. 

Former  Gulf  Chairman  James  Lee, 
now  vice  chairman  of  Chevron,  visits 
Longleaf  about  once  a  year  with 
Amoco  Executive  Vice  President  Wal- 
ter Peirson.  Last  season  was  the  first 
since  he  began  going  to  Longleaf  in 
1974  that  Chairman  Lee  couldn't 
make  it.  "I  wasn't  able  to  get  away 
during  our  proxy  fight  against  Mesa," 
he  says.  "I  missed  1984  completely." 

Quite  coincidentally,  Mesa's  T. 
Boone  Pickens  was  also  invited  to 
Longleaf  during  1984  but  never 
showed  up.  Forbes  asked  Lee  if  he 
thought  a  leisurely  Longleaf  hunt 
with  Pickens  might  have  settled  some 
of  their  differences.  Jimmy  Lee  just 
laughed. 


Buying  insurance  coverage  against  one 
disaster  at  a  time  will  probably  leave  you 
overspent  and  underprotected. 

How  not  to  buy 
insurance 
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AMERICAS  ONIY 
193-YEAR-OLD  EMERGIN 
GROWTH  COMPANY. 


These  days,  new  ideas  are  bursting 
forth  from  garages,  attics,  and  base- 
ment workshops. 

Our  idea,  the  New  York 
Stock  Exchange, 
began  under  a 
buttonwood 
tree  in  1792. 
We've  since 
moved  to  more 
elaborate  quarters. 
But  in  spirit,  we're 
as  alive  and  eager 
as  today's  brashest 
upstarts. 

In  fact,  if  the 
small  band  of  bro- 
kers who  traded 
those  first  shares 
could  see  us  now, 
our  vitality  might 
exhaust  them. 

Yes,  we're  big. 
(There's  no  other 
word  for  an  ex- 
change that's  traded 
over  200  billion 
shares.)  But  we 
SBfe  got  this  way,  not 
by  resting  on  tradi- 
tions, but  by  contin- 
ually inventing 
new  ones. 


a  background  in  silicon  chips  a 
CRTs,  count  us  in.  Our  early  f; 
in  a  thing  called  technology  is 
something  we're  pretty  proud 

On  a  slow  day,  the  NYSE 
uses  more  computer  power  th, 
NASA  does  to  launch  the  spac 
shuttle.  Our  outlay  for  data  an< 
communications  technology  is 
the  moment,  passing  somewh* 
through  the  150  million  dollars 

It's  been  money  well  spen 
now  handle  100  million  shares 
without  blinking,  200  million  \ 
no  particular  commotion.  Ordj 
are  routinely  executed  in  a  ma 
of  seconds. 

And  for  tomorrow? 

Our  newest  system  has 
already  withstood  an  electroni 
simulated  trading  day  of  412 
million  shares. 

Someday  it  won't  be  a  tei 

People  and  technology. 

Of  course,  no  matter  ho^ 
many  shares  we  trade  or  how : 
gigabytes  we  install,  our  great 
strength  is  the  one  we  began  \ 

People. 

Computers,  after  all,  are 
decision-makers. 

•  On  the  floor  of  the  NYSE 


Computer  power,  with 
some  to  grow  on. 

If  membership  in 
the  Emerging  Growth  Society  requires 
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Touch-screen 
technology 
on  the  floor  of 
the  Exchange. 


ie  partnership  of  ■ 
ialists  and  brokers  works 
ever-evolving  exchange 
;et  system  that  brings 
1  and  liquidity,  orderliness 
ntegrity  to  our  marketplace 
Technology  is  a  wonderful 
:ant.  It  keeps  the  Exchange 
ning  along  smoothly,  under 
10s.  incredible  loads. 
But  people  are  the  fuel,  our 
late  source  of  energy. 

mough  for  the  smallest  investor. 

Is  there  any  place  left  for  the 
I  investor?  Yes  there  is,  and 
n'  lizards!  it's  the  New  York  Stock 
ange. 

At  the  NYSE,  first  come  are  first 
;d.  Stock  prices  are  determined 
•mpeting  bidders. 
A  waif  can  actually  outbid  an  insti 
1. 100  shares  can  outbid  100,000. 
It's  a  market  where  99%  of  all 
s  are  made  within  lA  point  of  the 
ous  trade,  and  where  customer 
s,  not  dealer  trades,  always 
;  first. 

We're  also  the  world's  most  active 
et.  So  when  small  investors 
jto  sell  they  can  always  find 
:s  and  vice  versa.  Which 
!  to  explain  why  three  out  of 
>hareowners  hold  stock 
'SE-listed  companies. 

larketplace  for  capital  ideasi 


When  a  new  company  lists 
p  New  York  Stock  Exchange, 
not  only  arrived,  it's  going 
s.  Our  job  is  to  speed  the 

w 

\  typical  new  listing  comes 
with  a  net  income  of  about 
llion.  Plus  dreams,  energies,  and 
that  transcend  modest  numbers. 
Even  the  big  ones— the  IBMs, 
odaks,  the  Coca-Colas— weren't 
;  when  they  joined  our  family.) 
foung,  promising  companies  are 


Satellites 
now  speed  NYSE 
market  data 
2?^.    around  the  world. 


part  of  the 
t0   NYSE's  heart  and 
soul.  Exposure  on 
0?   the  Exchange  gives 

them  unparalleled 
access  to  investors,  both  at 
home  and  abroad. 

And,  of  course,  it's  a  two- 
way  street.  Investors  get  a  chance 
to  share  in  the  dreams,  to  bask 
in  the  glory. 

What  we  provide 
is  the  opportunity. 
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The  private  sector's 
most  public  institution. 


Growing  companies 
aren't  the  only  ones 
who've  gone  public  at  11  Wall  St. 
So  have  we. 

The  New  York  Stock  Exchange 
has  opened  its  doors  to  the  world. 
We've  helped  to  create  a  National 
Market  System  and  broadened  our 
international  horizons  as  well. 

We've  launched  new  financial 
products  and  strengthened  our  role 
as  the  industry's  leading 
self-regulator. 

We're  a  market  and  a 
public  forum  for  the  discus- 
sion of  major  economic 
policy  issues. 

We  compete,  and  coop- 
erate, with  other  markets. 
3^  We  innovate,  and  we  respond 
to  the  innovations  of  others. 

All  of  which  has  made  us  the  best 
and  busiest  market  in  the  world.  For  an 
emerging  growth  company,  we  think 
that's  a  good  beginning. 


New  York 
Stock  Exchange 


Viewers  who  call  for  information  re- 
ceive brochures  inviting  them  to 
"Help  John  Wayne's  family  fight  can- 
cer through  research."  Then,  while 
you  are  in  such  a  cheery  mood,  comes 
a  pitch  on  the  next  page  for  Mutual  of 
Omaha's  cancer  insurance.  An  indi- 
vidual plan  costs  $5.35  a  month  in 
most  states  for  anyone  under  65. 
Which  means  a  30-year-old  pays  the 
same  as  a  60-year-old  even  though 
he's  statistically  less  likely  to  develop 
the  disease  during  the  one  year  cov- 
ered by  the  policy.  With  the  right  rider 
the  policy  will  pay  an  immediate 
$2,500  on  diagnosis  of  internal  cancer 
and  further  benefits  up  to  $150,000. 
All  of  which  might  be  useful  if  you  do 
happen  to  develop  cancer,  although  a 
good  comprehensive  major  medical 
policy  would  be  better  since  most 
cancer  coverage  carries  restrictions. 
Secondary  problems  or  care  not  con- 
nected with  a  hospital  stay  may  not 
be  covered.  And  what  happens  if  you 
get,  say,  heart  disease  instead? 

American  Family  Life,  another  can- 
cer insurance  vendor,  will  sell  you 
something  called  a  Dread  Disease 
Rider  for  an  extra  couple  of  hundred 
dollars  a  year  in  most  states.  It  pays  if 
you're  hospitalized  with  anything 
from  rabies  to  tetanus  to  typhoid  fe- 
ver. Of  course,  all  dread  diseases 
would  be  fully  covered  by  a  good  ma- 
jor medical  policy. 

Cancer  doesn't  scare  you  enough  to 
buy  a  special  policy?  How  about  a 
policy  to  line  your  pockets  if  your 
child  dies?  Globe  Life  &  Accident 
calls  it  "one  of  the  most  valuable  and 
precious  gifts  a  young  person  could 
ever  have."  But  unless  your  child  hap- 
pens to  be  the  primary  breadwinner  or 
has  a  health  condition  that  could 
make  it  difficult  to  obtain  coverage  as 
an  adult,  you'd  help  him  a  lot  more  by 
putting  the  money  in  the  bank. 

Aside  from  the  fact  that  the  chances 
of  a  healthy  child's  dying  are  slim, 
money  will  probably  be  the  last  thing 
on  your  mind  if  the  unspeakable  does 
happen. 

"Up  until  four  years  ago  I  was  am- 
bivalent," says  Benjamin  Lipson,  a 
Massachusetts  insurance  broker  and 
author  of  a  consumer  insurance  guide. 
"Four  years  ago  all  that  changed.  I  lost 
a  22-year-old  daughter  in  an  auto- 
mobile accident,  and  no  money  in  the 
world  could  compensate  me  for  her 
loss.  I  think  it's  unconscionable  to 
profit  from  the  premature  death  of  a 
child." 

If  you  read  the  fine  print  on  insur- 
ance solicitations,  you'll  find  that 
many  policies  are  unavailable  or  se- 
verely restricted  in  New  York  State. 
That's  a  tipoff  that  it  might  not  be  a 
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Help  John  Wayne's 
Family  Fight  Cancer 
Through  Research . . . 

Help  Protect  Your  Family  Against  the 
High  Coat  ot  Cancer,  mo 


The  Duke  rides  again  in  cancer  brochure 
A  pitch  for  cancer  insurance. 

great  deal,  because  New  York  has 
some  of  the  toughest  insurance  regu- 
lations in  the  nation.  In  New  York 
both  cancer  insurance  and  child  life 
are  severely  restricted,  because  New 
York  doesn't  believe  such  policies  are 
in  the  best  interests  of  the  consumer, 
or,  in  the  case  of  child  life,  the  safety 
of  children. 


Some  other  new  policies  around 
now  beg  close  scrutiny.  Citibank  of- 
fers CreditShield,  an  insurance  policy 
for  its  Visa  credit  card.  CreditShield 
will  pay  off  your  entire  Visa  balance  if 
you  die  or  lose  a  limb  or  eyesight  and 
will  pay  your  minimum  amount  due 
each  month  if  you  lose  your  job  or 
become  disabled.  It  blends  life,  dis 
ability,  accident  and  unemployment 
insurance,  but  it's  nearly  impossible 
to  tell  how  much  you're  paying  for 
each.  And  the  ultimate  coverage — 
roughly  $660  for  disability  and  unem- 
ployment, and  $2,000  for  life  and  acci- 
dent, assuming  an  average  outstand- 
ing balance  on  your  Visa  card  ol 
$2,000  a  month — is  relatively  small. 
If  you  did  collect  on  this  policy,  you  oi 
your  estate  would  have  no  discretion 
about  how  to  spend  the  money,  since 
it  can  be  used  only  to  reduce  or  pay  ofl 
your  outstanding  balance.  You  should 
normally  carry  enough  life  and  dis- 
ability insurance  so  that  your  family 
can  meet  all  your  outstanding  obliga 
tions,  not  only  your  credit  card  bill. 

The  simple  truth  is  that  most  peo 
pie  need  only  five  insurance  policies 
life,  disability,  health,  auto  and  home 
If  you  really  need  more  coverage,  you 
will  be  better  off  increasing  one  ol 
these  polices  than  buying  something 
new  and  very  limited. 


Careers 


Your  company  wants  to  send  you  to  LonA 
don.  Are  you  earmarked  for  the  executive^ 
suite  or  for  oblivion? 

Pits  in  the 
overseas  plum 


By  Marion  Salzman 

What  do  board  chairmen 
Keith  Crane  of  Colgate- 
Palmolive  Co.,  Ralph  E.  Ward 
of  Chesebrough-Pond's  and  James  W. 
McKee  Jr.  of  CPC  International  have 
in  common? 

In  their  ascendancies,  each  spent 
years  on  overseas  assignment.  But 


isn't  that  to  be  expected  of  the  top 
officers  of  giant  multinational  corpo- 
rations? Hold  on  to  your  Berlitz  book. 
Nowadays,  all  too  often  there  can  be 
poisonous  pits  in  those  overseas 
plums  that  could  prove  fatal  to  you| 
career. 

For  every  executive  who  has  par^ 
layed  his  overseas  stint  into  a  key  ta 
the  executive  suite,  there  are  scores 
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One  impressive  reason 
to  rent  from  Budget  with 
the  American  Express  Card. 


A  luxurious  Lincoln 
$39.95'adav. 


A  Lincoln  is  a  pretty  impressive  car.  Which  you  can  rent  at 
jdget  with  the  American  Express  Card  for  a  pretty  unimpressive 

price.  And  Budget  has  20,000 
of  them.  More  than  all  other 
car  rental  companies  com- 
bined. Rent  one  at  hundreds 
of  Budget  locations. 

Of  course,  wherever  you 
are  headed,  you  will  never  be 
steered  wrong  with  the 
American  Express  Card. 


Don't  Leave  Home  Without  It? 


Because  it's  welcome  not  only  at  Budget.  It's  welcome  most 
anywhere  your  Budget  car  may  take  you.  And  if  you  don't 
have  the  American  Express  Card,  call  1-800-THE  CARD. 

So  next  time  you  rent  a  car,  for  whatever  reason,  remem- 
ber one  impressive  reason  to 

rent  from  Budget  with  the  |TDA\  /CI 

American  Express  Card.        53v^^53^  IvrWtL 

I  •  >r  reservations  and  inf<  >r-  M^R^ESS  RELATED 
mation,  contact  your  travel  tagt 
consultant  or  call  Budget:       H^HE     I  j)tl\  ViC_t b 
800-527-0700.  An  American  Express  company 


Budget 


rentacar 


A  Transamenca  Company 


Rate  quoted  is  a  special  promotional  rate  and  is  non-discountable.  Rate  subject  to  change  without  notice.  Offer  available  at  participating  locations  Refueling  services,  taxes  and  optional  coverages  additional. 
Surcharges  may  apply  for  drivers  under  25  and  for  additional  drivers.  Car  must  be  returned  to  renting  location.  Advance  reservation  required.  Normal  rental  requirements  apply.  Lower  rates  in  Florida, 
Hawaii  and  other  resort  markets.  Call  the  Budget  Reservations  Center  for  availability  and  full  details.     ©  N86  American  Express  Travel  Related  Services  Company,  Inc. 
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who  have  not  only  not  benefited  from 
the  experience  but  have  definitely 
suffered.  And  they  have  spread  the 
word.  Now  many  companies  report 
that  young  executives  routinely  turn 
down  international  assignments, 
even  to  such  fascinating  capitals  as 
London  and  Paris. 

What  can  be  so  bad  about  an  off- 
shore posting,  especially  to  the  likes 
of  London  or  Paris?  First  is  the  very 
real  possibility  of  being  passed  over 
for  promotions  or  being  left  out  of 
succession  plans  cooked  up  in  the 
home  office.  Especially  in  this  age  of 
instant  restructures  and  overnight 
mergers,  you  have  to  ask:  If  you're  out 
of  sight,  are  you  also  out  of  mind? 

Then  there  is  the  worry  of  coming 
home  a  stranger.  Returning  execu- 
tives sometimes  find  themselves 
without  familiar  faces  to  greet  them, 
without  appropriate  jobs  waiting  and 
without  much  status.  Former  col- 
leagues may  have  risen  to  positions 
you  had  aspired  to;  mentors  may  have 
retired  or  moved  on;  policies  for 
grooming  talent  might  have  changed. 

Take  the  case  of  the  young  RCA 
executive  who  left  the  parent  to  go 
with  an  RCA  subsidiary  overseas.  Af- 
ter three  years  in  London  he  returned 
to  find  his  company  much  leaner  and 
its  direction  changed.  The  subsidiary 
he  had  worked  for,  Hertz,  was  eventu- 
ally put  up  for  sale.  He  felt  like  a  fifth 
wheel,  found  little  solace  from  indif- 
ferent superiors  and,  after  hanging 
around  headquarters  a  few  months, 
left  to  join  Cigna  Corp. 

Another,  more  insidious  danger  of 
an  overseas  posting  is  being  seduced 
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by  the  lifestyle.  Ambition,  and  even 
the  desire  to  return  at  all,  wither.  Pe- 
ter Cross,  who  runs  a  trade  associ- 
ation for  American  bankers  based  in 
London,  notes  there  are  many  Ameri- 
cans abroad  who  end  up  assimilating 
all  too  well.  "They  marry  nationals 
and  become  accustomed  to  our  hours 
and  pace.  Suddenly  there  is  less  rea- 
son to  go  home.  The  dream  of  rising  to 
the  top  of  a  corporation  pales  com- 
pared with  living  well."  It  is  estimat- 
ed that  in  Greater  London  alone  there 
are  several  thousand  Americans  who 
won't  go  home  again  because  it  would 
mean  giving  up  fine  homes,  house- 
hold staffs,  private  schools  for  chil- 
dren and  a  generally  less  demanding 
office  routine. 

Oddly  enough,  foreign  nationals 
who  spend  years  in  the  U.S.  report 
similar  problems.  Cross  and  his  wife 
were  transferred  from  their  home  base 
in  London  to  Dallas  for  a  few  years  by 
RepublicBank  of  Texas.  "The  longer 
you  stay,  the  more  at  home  you  begin 
to  feel.  Your  children  become  part  of 
this  new  culture.  The  move  home  be- 
comes rougher  because  you've  begun 
to  establish  bonds  that  are  not  easily 
replaced." 

Adding  injury  to  insult,  returning 
executives  usually  find  their  standard 
of  living  drops,  as  the  overseas  differ- 
entials, bonuses,  cost-of-living 
allowances  and  other  perks  disappear. 

Then  there  are  the  aftereffects  of 
having  run  your  own  show  abroad. 
The  more  independent  and  autono- 
mous you  are  in  the  foreign  office,  the 
harder  it  may  be  to  reenter  the  corpo- 
rate structure  back  at  home.  One  dis- 
illusioned manufacturing  executive 
reports,  "Managing  the  office  in  Nige- 
ria was  very  similar  to  running  my 
own  business.  I  made  decisions  every 
day,  and  those  decisions  went  virtual- 
ly unchallenged.  When  I  came 
home,  I  was  faced  with  the  bu- 
reaucratic time  lag  common  to 
every  large  office.  It  took  a 
long  time  for  me  to  wind 
down  and  reacclimate." 


So,  does  it  make  any  sense  at  all  toi 
accept  an  offshore  assignment?  Well, 
there  are  plenty  of  pluses. 

For  openers,  you'll  win  the  respectl 
of  superiors  for  having  the  guts  to  risk; 
an  overseas  posting  when  many  ofi 
your  colleagues  wouldn't.  More  im- 
portant, however,  more  U.S.  compa- 
nies are  taking  pains  to  reward  and! 
protect  the  outward  bound.  Take 
compensation.  You  can  expect  a  sala- 
ry increase  in  the  range  of  20%,  plusi 
hardship  compensation,  moving  costsi 
and,  perhaps,  some  help  on  housing 
costs  and  education  for  your  children. 

Take  promotion.  Some  companies 
now  strictly  limit  the  duration  of| 
overseas  postings  and  provide  for  ad- 
vancement upon  reentry.  Ford  Motor 
Co.  is  one.  "We  let  the  employeesi 
understand  that  they  won't  surfer  set- 
backs from  their  original  positions 
and  encourage  them  by  pointing  out 
that  many  get  promoted,"  says  J.B. 
Ferguson,  manager  of  employee  bene- 
fits at  Ford.  "Ford  maintains  a  rela- 
tively tight  relocation  practice.  There 
is  an  agreed  date  for  when  the  execu- 
tive will  return.  This  prevents  feel- 
ings of  abandonment.  Ford  makes 
sure  that  the  returning  executive  is| 
treated  just  as  well  as  his  counterpart 
at  home." 

The  seasoning  and  experience  to  ber 
gained  overseas  can  also  make  you 
much  more  marketable,  should  your 
original  employer  let  you  down  for 
any  reason.  Come  merger,  restructur- 
ing, bloodletting  or  backstabbing,  a 
good  executive  with  foreign  experi- 
ence on  his  resume  can  have  an  edge 
in  the  job  market. 

Take  the  experience  of  Gus  For- 
gione.  He  had  worked  for  Marine  Mid- 
land in  New  York  for  four  years  when 
his  superiors  offered  him  a  position  as 
vice  president  of  commodities  in  Eu- 
rope. "It  was  really  spur  of  the  mo- 
ment," Forgione  remembers.  "One 
Friday  morning  my  boss  told  me  that 
there  was  an  opening  in  London.  He 
claimed  that  I  wasn't  just  the  right 
man  for  the  job,  but  that  I  was  the 
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only  man  for  the  job.  He  wanted  an 
answer  that  afternoon,  but  I  pushed  it 
back  until  Monday.  I  gave  them  a  yes 
on  Monday,  and  Wednesday  I  walked 
into  work — in  London." 

Forgione  may  have  acted  a  bit  too 
hastily.  He  solved  his  boss'  immedi- 
ate problem  in  a  hurry,  but  it  turned 
out  he  created  a  headache  for  himself. 
He  might  have  heeded  the  experience 
of  his  predecessor,  who  had  left  to 
work  for  one  of  Marine's  competitors 
because  he  was  unhappy  with  the 
limitations  of  the  London  office.  But 
Forgione  was  given  promises  of  future 
possibilities  before  he  left.  They 
proved  empty.  After  a  year  had  passed, 
and  none  of  his  recommendations  or 
requests  had  been  translated  into  ac- 
tion, he  left  the  company  and  moved 
home  to  New  York.  But  he  soon  land- 
ed with  Prudential-Bache  Trade  Corp. 
and  after  several  months  became  vice 
president  of  trade  and  commodities 
finance. 

Moral:  Clever  expatriates  will 
make  sure  they  turn  overseas  stints 
into  valuable  learning  experiences,  re- 
gardless of  which  future  employer  is 
able  to  benefit.  Indeed,  if  you  accept 
an  overseas  post,  you  should  keep  in 
mind  that  a  change  in  employers  of- 
ten results. 

The  value  of  an  international  as- 
signment also  has  a  lot  to  do,  of 
course,  with  the  nature  of  your  com- 
pany and  your  specific  assignment. 
The  London  office  wasn't  too  high  on 
Marine  Midland's  list  of  priorities,  for 
example.  Indeed,  Marine  Midland  has 
now  begun  to  close  its  international 
aperations,  including  the  area  in 
which  Forgione  worked. 

Contrast  that,  however,  to  the  ex- 
perience of  Sam  Simmons,  who  spent 
sight  years  abroad  as  general  counsel 
tor  ITT's  Brussels  headquarters.  "At 
that  time  our  European,  Middle  East, 
Africa  division  was  ITT's  principal 
orofit  center,  so  I  had  a  high-visibility 
ob.  I  probably  spent  more  time  work- 
ing with  Harold  Geneen  in  Brussels 


than  I  would  have  if  I  had  stayed  in 
New  York,"  says  Simmons. 

Some  companies  regard  their  inter- 
national operations  as  completely  dis- 
tinct from  domestic.  While  it  isn't 
impossible  to  make  a  switch  back  to 
the  U.S.  within  the  organization,  it  is 
viewed  as  fairly  unlikely.  "I  view  a  job 
in  the  international  division  for  this 
type  of  corporation  as  similar  to  the 
Army  experience,"  says  Simmons. 
While  you  may  return  to  the  U.S.  now 
and  then  for  training,  you  spend  most 
of  your  career  stationed  abroad. 
"These  people  lead  pretty  peripatetic 
lives,"  he  adds. 

Timing  is  also  significant.  "Accept- 
ing an  international  assignment  in 
Europe  is  considerably  more  hazard- 
ous now  than  it  was  in  1975,"  Sim- 
mons comments.  "Many  multina- 
tionals are  lessening  their  staffs  in 
Europe  or  closing  down  those  offices 
altogether.  Moving  people  back  into 
domestic  operations  is  no  easy  task, 
since  there  are  only  so  many  slots 
open  at  any  one  time.  And  there  are 
always  people  already  working  here 
who  are  scrapping  for  those  jobs,"  he 
cautions. 

Even  Simmons,  whose  performance 
in  Europe  had  been  so  stellar,  could 
not  land  the  job  as  general  counsel  in 
ITT's  New  York  office,  for  example. 
He  left  ITT  to  become  general  counsel 
for  Revlon.  "When  Michel  Bergerac, 
former  president  of  ITT  Europe,  asked 
me  to  join  him  at  Revlon,  it  was  a 
clear  career  advancement,"  he  says. 

Read  your  company  carefully  before 
accepting  an  overseas  post.  Some  as- 
signments put  candidates  in  a  bind: 
Turn  down  the  assignment  and  be- 
come an  ingrate,  or  accept  it  and  be 
ignored  on  your  return. 

A  buyer  for  a  major  New  York  City 
department  store,  for  example,  re- 
ports she  has  gotten  the  "cold  shoul- 
der" from  management  since  she 
turned  down  a  Hong  Kong  assignment 
because  her  husband,  a  medical  resi- 


dent, couldn't  leave  his  post  to  move 
to  the  Orient  with  her.  She  adds,  "I 
was  especially  reluctant  to  rework  my 
priorities  and  take  this  offer  since  a 
friend  took  a  similar  position,  spent  a 
year  working  in  our  Hong  Kong  office 
and  came  back  to  her  same  job — no 
pay  increase  of  any  consequence,  and 
no  promotion." 

And  don't  underestimate  the  diffi- 
culty your  family  or  even  you  may 
have  adjusting  to  living  abroad.  Beg- 
ging off  to  come  home  early  could 
very  well  finish  you  with  your  current 
employer.  Even  companies  like  Ford 
can't  promise  a  warm  welcome.  "If 
the  executive  decides  to  terminate 
the  assignment  prematurely,  Ford 
cannot  guarantee  the  executive  will 
return  to  a  similar  job  or  pay,"  says 
Ford's  Ferguson. 

"My  wife  just  could  not  get  adjust- 
ed to  life  in  Tokyo,"  says  one  trader  of 
foreign  currency.  "We  finally  asked  to 
come  home  after  several  months.  My 
career  with  the  firm  that  sent  us 
abroad  was  more  or  less  over,  based  on 
that  request." 

Still,  despite  these  risks — and  be- 
cause of  them — an  overseas  posting 
can  help  enormously  in  your  career. 
"International  experience  can  be  tre- 
mendously valuable  provided  it  is 
with  a  company  that  has  a  proven 
reentry  program,"  says  Lester  B.  Korn, 
chairman  and  chief  executive  officer 
of  Korn/Ferry  International,  the  ex- 
ecutive search  firm.  "For  anyone  as- 
piring to  a  top  job  at  a  major  corpora- 
tion, international  experience  and  an 
understanding  of  the  global  market- 
place are  absolutely  neccessary." 

Is  the  overseas  plum  worth  the  pits, 
then?  Says  Korn  flatly:  "The  risks  are 
worth  it."  ■ 
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Super  Bowl  Shuffle 

Among  the  roughly  100  million 
.viewers  who  sat  glued  to  their  sets 
for  the  20th  Super  Bowl  last  month 
was  one  Chicago  Bears  fan  who  had 
already  made  over  $300,000  on  the 
team  without  betting  a  penny.  Not 
content  simply  to  cheer  the  lads  on- 
ward, Richard  E.  Meyer,  46,  until  last 
July  head  of  Beecham  Cosmetics,  Inc., 
maker  of  Jovan  fragrances,  is  the  pro- 
ducer and  coauthor  of  the  season's 
most  surprising  top- 100  chart-hit — 
"The  Super  Bowl  Shuffle." 

In  late  November,  just  before  his 
beloved  Bears,  which  at  the  time  were 
11-0-0  in  the  NFL,  demolished  Atlan- 
ta 36-0,  the  brainstorm  hit.  Meyer  had 
a  tiny  record  company,  Red  Label  Rec- 
ords, so  he  talked  ten  Chicago  Bears 
team  members,  including  William 
(The  Refrigerator)  Perry,  into  record- 
ing a  "rap"  record.  The  record  came 
out  on  Dec.  11.  By  Jan.  15  the  Bears' 
single  had  gone  gold  (more  than  1 
million  copies  shipped),  and  a  SI 9.95 
video  of  the  session  had  reached  triple 
platinum  (150,000  shipped). 

For  their  troubles,  the  team  mem- 
bers get  to  split  15%  of  the  wholesale 
take — a  top  rate  for  artists  other  than 
Michael  Jackson.  Producer  Meyer 
won't  say  but  probably  gets  the  same, 
plus  a  bit  of  the  composer's  5%.  After 
donating  half  to  charity  as  promised, 
Meyer  would  then  have  over  S325,000 
and  the  ten  Bears  over  $30,000  each. 
That  may  not  put  them  in  exactly  the 
same  league  as  Diana  Ross  or  Julio 
Iglesias,  but,  then  again,  can  either  of 
those  two  smash  off-tackle  and  terror- 
ize a  backfield?— Betty  Franklin 


Tough  sell 

John  McAllister,  chief  executive  of 
the  Industrial  Development  Board 
for  Northern  Ireland,  is  supposed  to 
attract  foreign  investment  to  a  place 
long  famous  for  little  beyond  tribal 
warfare.  McAllister,  44,  has  a  huge 
problem:  121,470,  or  21%  of  Northern 
Ireland's  581,100  workers,  are  unem- 
ployed. This  despair-ridden  labor 
force  swells  by  some  5,000  each  year, 
even  after  net  emigration  of  4,000 
to  5,000. 


Recording  producer  Richard  E  Meyer 

Pan  left  to  right,  zoom  in  for  a  closeup — and  collect  $325,000. 


McAllister's  IDB  has  a  S140  million 
annual  budget,  and  Britain  spends  $4 
billion  a  year  overall  on  its  anguished 
Irish  dependency.  So  money  is  not  the 
problem.  Credibility  is. 

McAllister    perseveres.    "If  they 


Northern  Ireland's  Jolm  McAllister 
Hoping  jobs  can  replace  bullets. 


would  only  come  see  Northern  Ir 
land,"  he  said  plaintively  during 
recent  U.S.  trip.  Then,  he  said,  inve 
tors  would  realize  the  violence  is  n 
general  and  plays  no  part  in  the  wor| 
place.  If  only,  he  argues,  U.S.  busine 
people  would  ask  Du  Pont,  For 
Hughes  Tool,  General  Motors  abol 
their  successes  in  the  province.  U 
moved,  most  shy  away  from  the  rep  | 
tation  of  its  terrorist  thugs. 

Yet  he  finds  cause  for  hope:  La 
year  the  IDB  did  attract  5,267  ne 
manufacturing  ]obs,  including  an  ir 
tial  entry  from  Japan.  McAllister  sa 
he  is  encouraged  by  Novembei 
Anglo-Irish  agreement,  signed  by  Br: 
ain's  Margaret  Thatcher  and  the  R 
public  of  Ireland's  prime  ministe 
Garret  Fitzgerald.  "The  internation 
reaction  is  helpful  to  us,"  says  Mc/1 
lister.  He  notes  that  Washingtc 
speaks  now  of  finding  ways  of  encoi 
aging  "}ob-creating  investment." 

If  McAllister  seems  to  grasp  at  ai 
straw,  consider  the  poignancy  of  h 
task.  With  jobs,  Northern  Irelai 
could  have  a  future.  Without  them, 
is  bullets  and  slogans  and  childr< 
scrawling  "Is  There  a  Life  Befc 
Death?"  on  pockmarked  Belfa 
walls. — James  Flanigan 
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ser  fees? 

»'  illiam  Seidman,  64,  chairman  of 
the  Federal  Deposit  Insurance 
orp.  since  October,  was  greeted  in 


>fC  Chairman  William  Seidman 

you  cost  us  money,  pay  us  money. 


Washington,  D.C.  with  some  post- 
Depression  record-breaking  news:  1 20 
bank  failures  and  1,137  problem 
banks  in  1985.  This  year  he  expects 
another  100  banks  to  go  under. 

What's  more,  his  agency  is  having  a 
tough  time  finding  buyers  for  the 
failed  banks.  In  the  current  slow  econ- 
omy, healthy  banks  are  cautious  and 
under  less  pressure  to  chase  new  de- 
posits. Without  the  usual  rescuers, 
the  FDIC  is  stuck  with  paying  off 
more  depositors  ($264  million  last 
year)  and  with  liquidating  $10.5  bil- 
lion in  assets,  half  of  which  are  worth 
only  70%  to  80%  of  book  value. 

FDIC's  assets  are  still  a  healthy  $18 
billion,  but  it's  not  too  soon  to  take 
precautions.  Seidman,  a  former  vice 
chairman  of  Phelps  Dodge  Corp.,  of- 
fers an  early  taste  of  his  thinking:  "I 
look  at  this  corporation  [FDIC]  as 
though  it  were  an  insurance  company 
in  the  normal  private  sector."  He  ar- 
gues that  a  private  insurer  looking  at 
the  risks  would  raise  premiums,  and 
that  Uncle  Sam  should,  too. 

For  example,  some  states  require 
purchased  banks  to  be  incorporated  as 
new  banks,  which  is  more  expensive 
than  setting  them  up  as  branches. 
This  discourages  potential  acquirers 
and  raises  FDIC  costs.  One  way 
around  that  problem  might  be  a  feder- 
al law  permitting  branch  banking  for 
acquired  banks,  thus  bypassing  state- 
imposed  requirements. 

But  Seidman  prefers  a  different  so- 
lution: "I  say  raise  the  premiums  of 
banks  operating  in  those  states." 
Maybe  a  lot.  That  same  logic  applies 
to  the  FDIC's  pending  proposal  to  levy 
premiums  based  on  the  riskiness  of  a 
bank's  operations,  instead  of  the  flat 
one-twelfth  of  1%  of  deposits  charged 
all  banks  now.  Let  the  bumblers  pay 
for  keeping  the  system  solvent,  he's 
saying,  instead  of  someday  billing  the 
taxpayers. — Catherine  Yang 


Moth  approaches  flame 

W-  e  have  been  dismissed  as  a  seri- 
ous player.  Business  wants  to  buy 
from  vendors  they  can  trust,  not  ga- 
rages." That's  John  Sculley,  president 
and  chief  executive  of  Apple  Comput- 
er, harshly  laying  out  what  is  now  the 
company's  future.  "We  have  to  realize 
the  reality  of  IBM  as  a  dominant 
force." 

Sculley  is  ruthlessly  pressing  that 
viewpoint:  Steven  Jobs,  Apple's  idio- 
syncratic cofounder,  who  originally 
hired  Sculley  in  1983  but  disagreed 
about  the  direction  of  the  company, 
was  stripped  of  his  operating  roles  in 
mid- 1985,  left  the  company  to  start  a 


.Apple  Chief  Executive  John  Sculley 
How  close  to  IBM  is  too  close? 

new  company,  and  most  recently  was 
sued  by  Apple  (now  settled). 

Now  Sculley  must  steer  a  tough 
course,  between  a  go-it-alone  strategy 
against  IBM  and  succumbing  to  the 
perils  of  total  plug-compatibility — a 
route  Sculley  concedes  "has  no  fu- 
ture." Why?  The  Japanese  and  the  Ko- 
reans are  all  shipping  cheap  IBM-com- 
patible personal  computers.  Sculley 
doesn't  want  to  be  caught  between 
IBM  and  the  price-cutting  Asians. 
Meanwhile,  Sculley  is  convinced  that 
he  must  somehow  woo  big  business 
accounts.  Thus,  Apple  retains  its  own 
operating  system  and  architecture, 
yet  circles  ever  nearer  the  IBM  world. 

Does  this  mean  that  the  sassy 
company  that  thumbed  its  nose  at 
IBM  in  national  television  commer- 
cials and  became  to  personal  com- 
puters what  Volkswagen  once  was  to 
cars  is  now  just  another  buttoned- 
down,  me-too  company?  Sculley,  46, 
says  that  isn't  so.  "Apple  made  tech- 
nology exciting  and  we  want  to  perpet- 
uate that,"  he  contends.  "But  business 
is  not  interested.  Part  of  growing  up  is 
to  say  we  need  to  connect  to  other 
systems." — Kathleen  K.  Wiegner 


Back  on  the  track 

After  nearly  four  years,  Lionel  Corp. 
.has  finally  emerged  from  Chapter 
1 1 .  The  chief  engineer:  Michael  J.  Vas- 
tola,  40,  named  chairman  and  chief 
executive  by  the  company's  board  in 
March  1983.  Says  Vastola,  who  went 
right  from  college  to  the  accounting 
department  of  Lionel  15  years  ago: 
"The  board  was  looking  for  someone 
to  step  up  and  say,  'I  have  a  plan. 
Here's  how  we  get  out  of  this.'  That 
was  me." 

The  plan  shucked  everything  that 
remained  of  the  famous  old  toy  train 
company  except  56  profitable  Lionel 


RBES,  FEBRUARY  10,  1986 


137 


The 

Thoroughbred 

And 
The  Piggy 


r 


on  flatcars. 


r\dm8  ^^^^^^ 

JL  Vpiggy-  ^^^Tl 

back"  isn't  S§5^  s,6z 

child's  play.  .  ,  _  "fcr 

In  the  railroad 
business  it 
means  moving 

trailers  and  containers  on  flatcars.  That's 
serious  business. 

In  true  Thoroughbred  fashion,  Norfolk 
Southern  is  constantly  improving  our 
piggyback  services  to  meet  customers' 
changing  needs.  We've  enlarged  our 
intermodal  terminals  by  as  much  as  40%. 
We've  added  side-loading  equipment  to 
speed  up  handling.  We're  currently 
"stretching"  over  800  trailers  to  48  feet 
in  length. 

Just  recently,  we  launched  a  new  type 
of  piggyback  service  which  for  the  first 


JHTv  time  offers 

I  double-stack 

PP^BWi  service 
'.  between  the 

West  Coast 
and  Atlanta. 
This  service  enables  a  customer  to  double 
the  amount  of  containerized  freight  he 
can  ship  on  railroad  cars. 

These  piggyback  improvements  and 
innovations  are  among  the  reasons  our 
intermodal  traffic  is  growing  15% 
annually. 

Our  customers  appreciate  the  way 
The  Thoroughbred  and  the  piggy  work 
together.  It's  one  of  the  many  reasons 
we  enjoy  the  reputation  as  "The 
Thoroughbred  of  Transportation."  And 
we  intend  to  keep  that  reputation. 


Hfp  NORFOLK 
 JIBS}  SOUTHERN 


Lionel  Corp.  Chief  Executive  Michael  J.  Vastola 
Now,  what  else  could  you  name  after  a  train? 
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Playworld  and  Kiddie  City  toy  outlets 
in  15  eastern  and  western  states.  Out 
went  40  other  stores  in  the  Midwest 
and  West  and  an  electronics  compo- 
nents manufacturing  division.  Says 
Vastola,  "The  trick  to  becoming 
healthy  was  to  concentrate  on  the 
areas  making  money.  In  those  we 
opened  five  new  stores,  right  through 
the  Chapter  1 1  proceedings,  which  is 
fairly  significant."  The  surviving 
stores  are  so  healthy  they  compete 
effectively  against  much  larger  Toys 
"R"  Us.  Now,  says  Vastola,  the  com- 
pany will  add  new  stores  where  it  is 
already  geographically  strong,  the  bet- 
ter to  exploit  its  efficient  warehous- 
ing operation. 

And  what  of  the  toy  trains  that 
made  the  company  famous?  They  are, 
sadly,  long  gone,  sold  to  General  Mills 
back  in  1969.  All  that  the  company 
retains  of  its  model  railroading  past  is 


a  lifetime  royalty  for  its  name.  But 
Vastola,  who  came  in  after  the  trains 
went,  is  not  wistful.  "Toy  trains  are 
doing  very  nicely,  which  keeps  our 
name  out  among  people,"  he  says, 
adding  with  a  bit  of  hope,  "Maybe 
General  Mills  will  put  our  name  on 
some  other  things." — Stephen  Kindel 


Corruption  thwarter 

Stanley  Pace,  64,  knows  all  abou 
corporate  ethics.  He  has  been,  al 
tcr  all,  long  associated  with  the  Boi 
Scouts  of  America,  and  was  recently 
appointed  chairman  of  General  Dy 
namics.  GD  is  the  embattled  defens* 
contractor  taking  heat  from  Washing 
ton's  crackdown  on  waste  in  militar 
spending  and  is  the  object  of  a  host  a 
indictments  charging  employees  witl 
defrauding  the  government. 

Since  taking  over  from  retiring  Da 
vid  Lewis  in  December,  Pace  has  in 
stituted  what  he  says  are  a  series  o) 
administrative  procedures  to  tone  uj 
executive-level  ethics  at  the  offici 
and  thwart  corruption  in  the  future 
On  Jan.  16  he  turned  up  before  th« 
National  Press  Club  in  Washington  to 
lay  out  the  changes. 

The  "fixes"  include  tightened  pro 
cedures  for  everything  from  goverm 
ment  contract  billing  to  time  card  re 
porting.  Pace  also  said  he  has  hired  s 
corporate  ethics  program  director 
"who  reports  directly  to  me,"  as  well 
as  a  team  of  field-based  ethics  direc 
tors  to  work  at  every  GD  location. 

How  did  the  reporters  react?  N(j 
sooner  did  Pace  finish  his  remarks 
than  the  journalists  began  pepperinj 
him  with  questions  such  as,  "You 
seem  to  be  saying,  'Let's  let  bygones 
be  bygones,  go  and  sin  no  more,'  "  ancj 
"Aren't  you  simply  promising  to  ba 
honest?"  and  "Is  this  what  it  takes  tc 
make  a  corporation  honest?"  Ques- 
tioning continued  in  that  vein  for  hall 
an  hour,  with  Pace  coping  as  best  ha 
could,  until  he  hurried  from  the  room 
pleading  another  appointment.  I( 
would  seem  Pace  will  have  an  uphill 
battle  proving  his  campaign  is  more 
than  cosmetic. — Janet  Fix 


Shcpard  Shi-rtx-ll  Ptciure  cmmj 


General  Dynamics  Chairman  Stanley  Pace  addressing  National  Press  Club 
Coping  as  best  he  could,  in  an  uphill  battle. 
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Entrepreneur 

•  A  leader;  e.g.,  with  the  innovative  technology  to 
produce  ten  straight  years  of  earnings  growth. 

•  One  who  organizes,  manages  and  assumes  the 
risks  of  a  business  or  activity,  in  this  case,  one 


with  123,000  employees  worldwide. 
•  One  who  serves  as  a  middleman;  e.g.,  between 
the  demands  of  the  market  for  excellence  and  the 
demands  of  the  next  decade  for  innovation. 


rhe  demands  of  the  market  present 
igh-technology  company  with  a  maze 
opportunities.  Rockwell  International 
ponds  by  giving  each  of  its  operations  what 
trepreneurs  have  always  needed.  Freedom  to 

>ve  and  act  quickly.  Rockwell  operations  apply  ad-  ■ 

iced  technology  to  create  innovative  quality  products.  jM       Bk   Qr*pi<  VA/Pfi 

rhe  result  of  this  entrepreneurial  philosophy:  a  MP l^BW  |   T  7-  , 

ding  role  in  five  diverse  areas  of  commercial  and  ^^^^^^  int©rn3tlOn3l 

yernment  business— contributing  to  overall 

rporate  sales  exceeding  $11  billion.  where  scjence  gets  down  tQ  business 

To  learn  more  about  us,  write:  Rockwell 

ernational,  Department  815R-4,  600  Aerospace  /  Electronics /Automotive 

ant  Street,  Pittsburgh,  PA  15219.  General  Industries  /A-B  Industrial  Automation 


When  Shands  Hospital  needed  to  raise 
capital,  we  made  the  operation  a  success 


When  Shands  Hospital  at  the  University  of  Florida 
needed  $50  million  last  year,  we  delivered  a 
seven-day  variable-rate  demand  obligation  that 
provided  the  funds  at  a  low  interest  rate.  This 
helped  the  hospital  reduce  the  cost  of  providing 
health  care  to  the  people  of  Florida  and  the 
southeastern  United  States. 

Recently,  we  saw  the  opportunity  to  refinance 
that  obligation  with  an  Updates™  financing— the 
first  such  ever  done  for  a  hospital.  This  reduced 
the  rate  further,  and  improved  the  hospital's  debt 
financing  structure. 


Shands  is  just  one  of  many  examples.  In  fact, 
for  six  straight  years  Merrill  Lynch  has  done 
larger  municipal  financings,  and  more  of  them, 
than  anyone  else. 

That's  because  we're  experienced,  and  large 
enough  to  cover  the  local  markets.  We're  innova 
tive,  and  have  long  been  at  the  cutting  edge  in 
using  short-term  techniques.  And  further,  we 
always  cut  costs  to  a  minimum. 

So  if  your  county  or  city  needs  to  raise  capita 
you  can  be  sure  Merrill  Lynch  has  all  the  right 
instruments  to  make  the  operation  a  success. 


Merrill  Lynch  Municipal  Markets.  Health  Care  Finance  Specialists:  Michael  J  Kluger.  Vice  President; 
William  G  Jahnes.Vice  President.  Manager.  Florida  Region;  Renee  Masi.  Senior  Associate 


)8S  Merrill  Lynch.  Pierce,  Fenner  &  Smith  Inc  Member  Si 


More  resources,  better  solutions. 

They  make  Merrill  Lynch  people  a  breed  apart. 


Merrill  Lynch 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


Behind  the  headlines.  Yes,  there  was  a  correction.  The 
Dow  dropped  39  points  in  one  day,  and  the  overall  market, 
as  measured  by  the  Wilshire  index,  lost  0.5%  in  the  recent 
two-week  period.  But  smaller  companies  held  up  well. 
Nasdaq  shares  gained  1.5%,  while  Amex  issues  were 
virtually  unchanged.  What  happened?  Investors  were  sell- 
ing off  blue  chips  and  stocks  that  had  been  caught  up  in 
merger  speculation,  while  buying  secondary  and  specula- 


tive issues. 

It  was  merely  catching-up  time  for  small  capitalization 
stocks.  While  the  Dow  and  NYSE  had  been  hitting  new 
highs  since  summer  1984,  it  has  taken  Amex  and  Nasdaq 
shares  this  long  to  catch  up  to  where  they  were  2  Vi  years 
ago.  Nasdaq  shares  ended  the  two-week  period  at  a  new 
high.  During  the  last  ten  trading  days  Amex  shares  also 
broke  their  July  1983  record  before  making  a  slight  retreat. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500* 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

-0.3 

-1.0 

-0.4 

-0.8 

1.5 

2.4 

in  last  52  weeks 

22.5 

25.1 

25.2 

21.5 

17.3 

25.7 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

0.2 

9.8 

12.7 

1.3 

4.3 

4.0 

1.6 

10.2 

10.9 

2.2 

0.2 

13.0 

in  last  52  weeks 

25.2 

32.8 

49.9 

30.8 

23.3 

33.8 

25.1 

42.1 

50.3 

32.0 

34.7 

21.9 

Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created. 
2Based  on  sales. 

3A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  arc  more  stable. 
4A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 

Note:  All  data  for  periods  ending  1/17/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Running  on  different  tracks.  The  nine  Wilshire  sectors 
show  uneven  52-week  performance.  Only  three  groups 
exceeded  the  22.5%  gain  of  the  Wilshire  index.  Finance 
shares,  up  34.4%,  led  the  pack.  Consumer  nondurables 
and  capital  goods  also  turned  in  above-market  gains.  At 
the  other  extreme  are  energy  shares,  which  are  a  mere 
8.7%  higher  than  they  were  a  year  ago.  Technology  and 


consumer  durables  fared  only  slightly  better. 

Will  the  same  pecking  order  hold  a  year  from  now? 
Probably  not.  The  top  groups  may  have  had  their  biggest 
run,  while  the  neglected  areas  may  be  rediscovered.  Out- 
of -favor  sectors  are  generally  cheaper.  Consumer  durables 
and  energy,  for  example,  sell  at  close  to  8  times  estimated 
1986  earnings.  (See  estimates  below.) 


Percent  change  in  last  52  weeks  "0"O  Percent  change  in  last  two  weeks 


Capital  goods 


+  50 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'85 


'86 


Energy 


+  50 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  Ill 


'85 


'86 


Technology 


+  50 


-25 


 I  I  I  I  I  I  I  I  I  I  I  I 


'85 


'86 


Consumer  durables 


+  50 


^5^ 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  1  I  I  I  I  I  I  I  I  I  I  I  I  I 


'86 


Finance 


+  50 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  Ill 


'85 


'86 


Transportation 


+  50 


-25 
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'86 


Consumer  nondurables  and  services 


+  50 


-25 
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Raw  materials 


+  50 


-25 


'85 


'86 


Utilities 


+  50 


-25 
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What  The  Analysts  Think 


Wall  Street  likes  money.  Finance,  the  sector  with  the  best 
52-week  price  performance,  was  also  the  only  group  to 
show  a  rise  in  1986  earnings  estimates  during  the  last  two 


weeks.  Utilities  showed  the  smallest  estimate  cuts.  Low- 
er interest  rates  mean  higher  earnings  for  finance  compa- 
nies and  greater  appeal  of  yield  stocks  like  utilities. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$3.16 

13.5 

1986  estimates 

4.23 

10.1 

1987  estimates 

NA 

NA 

NA:  Not  available. 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS      .  P/E 

%  change  in  1986  estimate 
in  2  weeks     in  4  weeks 

1 

Finance 

$3.94 

9.3 

%0.16 

%  0.72 

2 

Utilities 

3.39 

8.3 

-0.07 

-0.08 

3 

Raw  materials 

2.34 

12.2 

-0.14 

-0.48 

4 

Consumer  nondurables 

2.69 

12.7 

-0.14 

-0.07 

5 

Capital  goods 

2.88 

12.1 

-0.16 

-0.69 

6 

Technology 

2.94 

12.7 

-0.22 

0.08 

7 

Consumer  durables 

4.41 

8.0 

-0.37 

0.02 

8 

Energy 

3.48 

8.1 

-0.54 

-0.87 

9 

Transportation 

2.72 

10.5 

-1.85 

-3.36 

Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional  Brokers 
Estimate  System  (IBES),  a  service  of  Lynch,  (ones  &  Ryan,  a  New  York-based  brokerage  firm. 
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A  surprisingly  small  price  to 
|f;  pull  your  business  together.  Some 
;-&»**"  people  think  it  costs  four  times  that 
much  for  this  kind  of  power. 
Just  connect  the  System/36  PC  to  your  IBM 
jrsonal  computer.  And  you  can  also  connect  any 
>mbination  of  up  to  three  additional  IBM  PCs, 
^stem/36  terminals  and  compatible  printers.  So 
>u  can  share  information  and  resources. 
Now  you  can  work  with  the  most  popular  PC 
)ftware.  And  with  thousands  of  business 
jplications  written  for  the  System/36  family. 
Another  big  feature:  All  this  power  comes  in 


a  very  small  package.  Place  it  on  your  desk.  Or 
under  it.  Even  beside  it. 

And  as  your  business  grows,  the  System/36 
family  can  grow  to  fit  your  needs. 

The  IBM  System/36  PC.  Use  it  in  a  department. 
Or  as  a  standalone  computer  for  a  small 
business.  But  don't  expect  your  business  to  stay 
that  size  forever. 

For  a  free  brochure  on  the  IBM  System/36  PC  or  for 
information  on  product  availability  from  participating 
Authorized  IBM  PC  Dealers,  Value  Added  Dealers 
or  IBM  Product  Centers,  call  1  800  IBM-2468, 
ext.  007/Y  Y.  Or  call  your  IBM  marketing  representative. 


uggested  Retail  Price  for  a  256K,  40MB  System/36  Processor. 


The  Funds 


A  few  operating  companies  behave  more 
like  closed-end  investment  pools.  And 
some  of  them  have  investment  records  that 
any  fund  would  be  proud  of 


Closet  funds 


By  Janet  Bamford 


Could  we  interest  you  in  an 
investment  pool  that  has  de- 
livered a  33%  compound  annu- 
al return  over  ten  years?  You  won't 
find  it  in  any  directory  of  funds,  how- 
ever. It  is  Alleghany  Corp.,  once  a 
railroad  holding  company  that  con- 
trolled the  New  York  Central,  now  a 
holding  company  for  some  American 
Express  stock,  government  securities 
and  other  liquid  assets,  and  an  insur- 
ance firm.  It's  cheap,  too, 
with  a  liquidating  value  of 
about  $112  a  share  and  a 
recent  price  of  $84.50. 

For  IRS  and  SEC  pur- 
poses, Alleghany  is  an  op- 
erating company.  But  in 
fact  it  is  more  like  an  in- 


ments  in  a  relatively  few  securities. 

This  is  the  kind  of  company  Forbes 
went  looking  for:  mutual  funds  mas- 
querading as  operating  companies. 
The  common  thread  among  corpora- 
tions listed  below  is  that  they  have  a 
substantial  percentage  of  their  assets 
in  cash,  liquid  securities  or  subsidiar- 
ies that  can  fairly  be  described  as  pas- 
sive investments. 

Few  operating  companies  set  out  to 
become  portfolios.  Most  on  our  list 
started  as  manufacturers  or  railroads 


vestment  company  con- 
centrating    its  invest- 


and  evolved  into  holding  companie 
as  time  and  technology  marched  or 
Amoskeag,  for  instance,  once  operaj 
ed  a  New  Hampshire  textile  mill  tha 
was  the  largest  in  the  country.  Toda| 
the  company  clings  to  its  textile  trad] 
tion  via  1.8  million  shares  of  Fielq 
crest  Mills,  but  it  also  has  holdings  ij 
the  Bangor  &.  Aroostook  Railroad, 
modular  home  building  company 
real  estate  and  a  portfolio  of  cash  an| 
securities  worth  $10  million. 

The  prototype  for  this  kind  of  cord 
pany  is  the  celebrated  Berkshirj 
Hathaway.  Berkshire's  Omaha-basej 
headquarters  has  six  people.  In  hii 
perennial  "business  wanted"  adven 
tisement  in  the  annual  report,  Chain 
man  Warren  Buffett  solicits  invest! 
ment  ideas  but  demands  managemern 
in  place  in  the  suggested  businesses 
"We  can't  supply  it,"  he  writes. 

Standard  Shares  was  an  admitted 
closed-end  fund  until  1978,  when  thi 
company  got  itself  deregistered  witl 
the  SEC  so  that  it  could  act  more  lik 
an  operating  company.  More  like  one 
perhaps,  but  not  entirely  like  one.  It 
holdings  include  $180  million  oj 
stock  in  Pittway  Corp.,  an  alarm,  aen 
osol  valve  and  trade  magazine  firrq 
and  $38  million  worth  of  cash  an< 
securities.  It  recently  spun  off  its  conl 
struction  firm. 

Western  Pacific  Indusi 
tries,  which  sold  its  name 
sake  railroad  in  1979,  novi 
consists  of  $193  milhorj 
in  government  securities 
a  $40  million  stock  portl 
folio  and  four  manufacturi 
ing  units.  The  largest) 
Veeder-Root,  makes  meai 
surement  devices. 


It  quacks  like  a  fund 


These  firms  are  taxed  like  ordinary  corporations  but  act  mance  any  fund  manager  would  hope  for.  And  some 
more  like  investment  funds.  Several  have  had  perfor-   trade  at  discounts  to  estimated  breakup  value. 


Company 

Price 

Book 
value 

%  of  assets 
in  cash  and 
securities 

Per  share 
liquidating 
values" 

Major  assets 

Alleghany 

84  Vi 

$97 

67% 

$112 

3%  American  Express;  4.8%  Orion  Capital  Co;  Chicago  Title  &.  Trust 

American  Controlled  Ind 

s  60'/8 

30 

64 

65 

34%  Vulcan  Corp 

Amoskeag 

37  Vi 

76 

48 

90 

46.2%  Fieldcrest  Millsj  99%  Bangor  &  Aroostook  RR 

Berkshire  Hathaway 

2,440 

1,481 

85 

1,900 

Stock  in  Capital  Cities,  Geico,  Washington  Post  Co,  Wesco  Financial  Co 

Erie  Lackawanna 

92 

113 

98 

130 

US  government  securities;  bank  CDs 

Standard  Shares 

77 

53 

16t 

80 

50.1%  Pittway  Corp;  S32  million  other  securities 

Western  Pacific 

13614 

92 

75 

160 

S40  million  marketable  secunties 

"Estimates  by  analysts  and  Forbes 

fDoes  not  include 

value  of  Pittway  shares:  in 

l')84  before  consolidation  of  balance  sheet,  figure  was  70%. 
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A  SMALL 

BUT 

INTERESTING 
PART  OF 
SCOTLAND'S 
$2.7  TRILLION 
MARKET. 


As  a  vital  part  of  both  the  UK  and 
the  EEC,  Scotland's  market  for  tech- 
nology extends  to  France  and  thirteen 
other  countries.  Including  Belgium, 
Italy,  Holland,  and  West  Germany. 

For  a  total  of  $2. 7  trillion  per  year  in 
tariff -free  trade. 

The  fact  is,  Scotland  is  the  best  and 
most  economical  launchpad  for  this 
huge  market.  With  the  most  efficient, 
sophisticated  infrastructure  and  tele- 
communications systems,  including  in- 
ternational linkage  by  road,  rail,  air,  and 
sea.  A  highly  productive,  committed 
workforce  that  scored  overwhelming 
endorsements  from  U.S.  -owned  corp- 
orations in  a  recent  independent  Labor 
Survey.  And  a  tradition  of  innovation 
that  goes  back  to  1765,  when  James 
Watt  perfected  the  steam  engine. 

No  wonder  so  many  U.S.  manufac- 
turing and  servicing  companies — and 
over  300  electronics  companies,  includ- 
ing IBM,  Digital,  Hughes,  and  Motorola 
— have  made  Scotland  their  European 
base.  Maybe  you  should,  too. 

The  Scottish  Development  Agency 
can  provide  tailor-made  development 
packages  to  meet  your  company's  needs 
— incorporating  expert  analyses  of  your 
market  sector,  equity  loans  and  non- 
repayable grants,  and  a  wide  selec- 
tion of  prime  sites  including  single- 
user  sites  and  science  and  technology 
parks. 

Call  toll-free  now.  Or  write  for  more 
facts  about  the  $2.7  trillion  Scottish 
market. 

Call  toll-free: 

1(800)THE-5COT. 


Call  1  (800)  THE-SCOT—or  send  this 
coupon  to  SDA,  P.O.  Box  5022,  Clifton, 
New  Jersey  07015-5022. 

Please  rush  me  a  free  information 
package  on  Scotland  and  the  EEC,  includ- 
ing the  Scottish  Labor  Study  and  European 
Site  Selection  Checklist. 


Wame, 
Title— 


Corporation . 

Industry  

Street  

City  

State  


.Zip. 


Telephone  (  )„ 


Copyright  1985   The  Scottnh  Development  Agency  28-924 


Scottish  Development  Agency 

THE  GREAT  SCOTS. 
PURVEYORS  OF  FINE  TECHNOLOGY  SINCE  1765. 


'The  Great  Scots  "  is  a  servicemark  of  the  Scottish  Development  Agency  This  material  is  paid  for  by  the  Scottish  Development  Agency,  l  Landmark  Square.  Suite  8W.  Stamford,  CT  06901  which  is  registered  under  the  Foreign 
Agents  Registration  Act  as  an  agent  for  the  Scottish  Development  Agency.  120  Bothwell  Street,  Glasgow.  United  Kingdom  This  material  is  filed  with  the  Department  of  Justice,  where  the  required  registration  statement  is 
available  for  public  inspection  Registration  does  not  indicate  approval  or  this  material  by  the  United  States  Government  Copyright  198S,  The  Scottish  Development  Agency 


THE  QUEST  FOR  THE  WORLD'S 
FASTEST  RED  HERRING 


V 


\\  JO 

wearin 


If  there's  a  formula  for  suc- 
cess in  the  financial  community,  it 
surely  has  something  to  do  with  the 
flow  rate  of  information. 

The  faster  word  of  the  deal  goes 
out,  the  faster  the  response. 

In  our  business-financial  printing-the 
word  goes  out  in  a  "red  herring!'  a  prospectus 
written  to  tell  a  financial  story  in  full,  printed  with 
total  accuracy,  and  distributed  with  all  possible  speed. 
But  just  how  fast  is  that? 

We're  working  on  a  new  system  of  measure.  It's 
an  on-going  project.  Back  in  1973,  we  taught  computers  our 
trade.  And  computers  did  for  us  what  they've  done  for  many- 
dramatically  increased  our  speed.  Then  we  extended  our  lines  of 
communication  across  the  Atlantic  to  London  and  the  financial  centers 
of  Europe. 

Now,  we're  pleased  to  announce  links  with  Asia,  the  Far  East, 
and  Australia.  Today,  with  new  generation  technology,  we  can  deliver  an  entire 
b  to  almost  any  major  financial  center  in  the  world  in  a  matter  of  minutes. 

In  the  race  of  the  red  herring,  we  intend  to  see  the  winners  all 
g  one  color.  Pandick  Blue. 


@PANDICK,lnc. 

345  Hudson  Street.  New  York.  N  Y  10014 
Full-service  offices  and  plant  affiliations  in  financial  centers  throughout  North  America  and  the  world. 


Alleghany,  long  dominated  by  the 
rby  family,  has  shed  corporate  iden- 
:ies  and  acquired  new  ones  the  way 
snake  sheds  skin.  In  1979  Fred  Kirby 
mght  the  balance  of  the  stock  of 
vestors  Diversified  Services,  which 
had  begun  accumulating  30  years 
rlier.  A  smart  move.  In  1984  the 
m  sold  IDS  to  American  Express  for 
80  million  in  cash  and  stock,  a  $340 
illion  pretax  profit. 
Kirby,  who  presides  over  a  corpo- 
te  staff  of  13,  is  seeking  more  acqui- 
:ions.  "We've  been  in  business  long 
ough  to  know  that  we  go  through 
cles,"  says  Kirby,  66,  son  of  the  man 
no  took  control  of  Alleghany  in 
37.  He's  not  finding  it  easy  to  buy 
lat  he  wants.  "Making  invest- 
ents,"  he  says,  "can  be  like  taking 
ndy  from  a  baby.  But  we  are  looking 
ng  and  hard  now." 
Since  the  IDS  sale,  Alleghany  has 
ostly  been  a  mutual-fund-like  port- 
[io  of  stock  and  government  securi- 
:s.  It  owns  two  operating  units,  MSL 
dustries,  a  small  steel  products 
m,  and  Chicago  Title  &  Trust,  ac- 


flaking  investments  can 
2  like  taking  candy  from  a 
xby.  But  we're  looking 
ng  and  hard  now." 

ired  last  summer  for  $128  million, 
t  these  are  more  investments  than 
ything  else.  Their  greatest  value 
ay  be  in  protecting  Alleghany  from 
:lassification  as  an  investment 
mpany,  which  could  raise  taxes  for 
e  Kirby  family,  owner  of  38%  of 
leghany's  stock. 

Although  some  of  the  tax  tricks 
ed  by  these  quasi-funds  have  been 
t  recently,  there  is  still  one  big  one: 

85%  exclusion  for  dividends  re- 
ived by  corporations.  Thus,  the 
nerican  Express  dividends  collected 

Alleghany  go  largely  untaxed  and 
;  building  up  asset  values  that  may 

realized  some  day  as  a  capital  gain 
r  Alleghany  holders. 
There  is  another  advantage  to  a  mu- 
al  fund  that  calls  itself  an  operating 
mpany:  It  is  free  of  various  regula- 
ry  nuisances.  Diversified  funds  can- 
it,  for  example,  own  more  than  a 
rtain  percentage  of  a  company,  nor 
n  they  own  related  companies.  But 
is  kind  of  company  can. 
The  disadvantage?  For  the  small  in- 
stor,  one  frequent  problem  is  being 

outsider  in  an  insider's  game.  Five 
the  seven  companies  on  our  list  are 
jsely  controlled.  But  so  long  as  the 
siders  are  smart  investors,  it  doesn't 
irt  to  get  taken  along  for  the  ride.  ■ 


A  family  of 
manageable  invest- 
ments for  your 
IRA  this  year. 

The  Scudder  IRA  Portfolio  is  more 
than  just  a  retirement  savings  account 
that  can  help  you  save  taxes  this  year. 

It  turns  your  IRA  into  a  tax-deferred 
investment  that  can  take  advantage  of 
attractive  opportunities  right  now— 
while  providing  flexibility  to  pursue 
new  ones  later  on. 

■  Nine  no-load  funds  At  the  heart  of 

The  Scudder  IRA  Portfolio  are  nine 
money  market,  growth,  and  income 
funds  offering  you  manageable  invest- 
ment opportunities. 

■  An  IRA  that  helps  you  manage 

Scudder  offers  toll-free  exchanges 
among  its  family  of  funds,  access  to 

SCUDDER  IRA  PORTFOLIO 

175  Federal  Street,  Dept.  756 
Boston,  MA  021 10 


professional  Service  Representa- 
tives, and  an  all-in-one  statement 
that  summarizes  your  complete 
account. 

You  can  open  a  Scudder  IRA 
Portfolio  with  only  $240.  You  pay 
no  set-up  fees,  yearly  mainte- 
nance fees,  or  sales  commissions. 

To  open  your  Scudder  IRA  Port- 
folio, call  or  write  now.  We'll  send 
you  our  free  information  with 
everything  you  need  to  get 
started. 


Call  or  write  Scudder  Fund  Distributors,  Inc. ,  for  a  free  prospectus  with  more  complete 
information  including  management  fees  and  expenses.  Read  carefully  before  you  invest  or 
send  money. 


Tax-Free  In  Tiger  Country 


Now  the  tiger  in  you  can  have  it  both 
ways.  With  The  Boston  Company  Tax- 
Free  Bond  Fund  you  earn  current  high 
yields,  free  from  all  Federal  taxes.*  And 
if  you  need  more  convenient  access  to 
your  investment,  you  can  exchange  your  shares, 
without  charge,  to  The  Boston  Company 
Tax-Free  Money  Fund,  and  enjoy  current 
-  tax-free  money  market  yields 
with  free,  unlimited 


FR02108617 
P.O.  Box  9121 
Boston,  MA  02205 


checkwriting. 
Other  tigerish  benefits  include: 

•  Low  $1000  minimum  initial  investment 
per  fund 

•  No  sales  load 

•  No  minimum  on  additional  investments 

•  And  Investment  Dynamics,  a  free  advisory 
service  published  quarterly  to  maximize 
your  use  of  The  Boston  Company 
Family  of  Funds. 

l-800-"CALL  BOS" 
1-800-225-5267 


Call  or  write  for  a  free  Prospectus 
containing  more  complete  informa- 
tion, including  management  fees  and 
expenses.  Read  it  carefully  before 
you  invest  or  send  money. 


Address 


City 


State  Zii 


The  Boston 
Company 

National  Tax-Free  Funds 


'Income  may  be  subject  to  state  and  local  tax  Principal  Underwriter:  The  Boston  Company  Funds 
Distributor,  Inc. 
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Statistical  Spotlight 


A  dividend  here,  a  dividend  there,  and 
pretty  soon  it  adds  up  to  real  money.  Here- 
with the  case  for  high-yield  stocks. 

What's  so  great 

about 
capital  gains? 


By  Leslie  Pittel 


Some  investors  instinctively 
shy  away  from  stocks  with  big 
dividends,  since  taxes  on  divi- 
dends are  steep.  They  would  rather 
aim  for  long-term  capital  gains  in  a 
growth  stock.  This  bias  overlooks 
something.  Dividends  are  fairly  de- 
pendable, whereas  capital  gains  are 
not.  Moreover,  with  marginal  tax 
rates  down,  dividends  are  worth  more 
vis-a-vis  capital  gains  than  they  were 
in  the  days  of  70%  marginal  tax  rates. 
Time,  then,  to  take  a  close  look  at 
high-yield  stocks. 


Apart  from  taxes,  there  are  sound 
reasons  for  liking  dividends.  True,  in 
any  given  year  highfliers  are  likely  to 
be  low-  or  zero-yield  stocks.  But  over 
time  the  stodgy  dividend  payer  can 
easily  eclipse  the  hot  growth  stock. 
Indeed,  Lipper  Analytical's  mutual 
fund  group  specializing  in  high-yield- 
ing stocks  has  averaged  an  18.5%  an- 
nual return  in  the  last  five  years,  vs. 
13.9%  for  all  mutual  funds. 

Creighton  Peet,  47,  a  partner  at 
New  York  City-based  Cowen  &  Co., 
has  of  late  made  a  career  from  high 
yielders.  The  $4  million  he  manages 
for  pension  funds  and  wealthy  indi- 


Sure  and  steady 


Money  man  Creighton  Peet  of  Cowen  &  Co.  looks  for  both  good  dividends  and  a 
likelihood  of  dividend  increases.  If  dividends  grow  and  the  yield  stays  constant, 
holders  should  get  a  capital  gain  on  top  of  the  dividends. 


-Seven-year- 


Company/business 

Recent 

price 

Yield 

growth  rate 

dividend  EPS 

P/E 

American  Brands/tobacco 

63  Vi 

6.1% 

14% 

21% 

8.8 

American  Home  Prod/drugs,  food  prod 

62  Vs 

4.7 

12 

18 

13.4 

Centel/telecomm,  elec  utility 

\7V» 

5.2 

7 

9 

10.3 

Central  Louisiana  Elec/elec  utility 

28% 

7.2 

NA 

NA 

7.9 

Chesebrough-Pond's/health  care  prod 

385/s 

5.2 

13 

11 

ll.S 

Consolidated  Nat  Gas/natural  gas  utility 

50 

5.3 

8 

11 

10.5 

Entex/natural  gas  utility 

17% 

7.8 

22 

12 

10.9 

Exxon/integrated  oil 

54 

6.7 

13 

21 

9.2 

MDU  Resources  Group/gas  &  elec  utility 

39  Vi 

6.9 

13 

14 

10.0 

Rochester  Telephone/telecomm 

36% 

7.0 

13 

11 

9.3 

Southwestern  Bell/telecomm 

81 

7.4 

NA 

NA 

8.1 

Texas  Utilities/electnc  utility 

29% 

8.4 

8 

10 

6.9 

West  Point-Pepperell/textiles 

43% 

5.0 

9 

13 

13.0 

NA:  Not  applicable. 

Source  Cowen  &  < 

Zo  .  .  Forbes. 

viduals  is  almost  all  in  high-yieldii 
securities  with  strong  balance  shee 
and  solid  growth  records.  He  aims  f 
both  current  yield  and  a  good  prospe 
of  continued  dividend  growth. 

Peet  has  used  this  philosophy 
guide  recommendations  to  CowerJ 
brokerage  clients  since  1977,  but  hj 
himself  managed  money  for  only  tw 
years.  For  those  two  years,  his  portf 
lio  had  a  compound  annual  rate 
return  of  22.5%,  compared  wil 
18.2%  for  the  S&P's  500.  The  recei 
popularity  of  utilities  has  helped. 

Peet,  of  course,  is  practicing  a  vai 
ation  of  low-P/E  investing.  "We  bu 
high-quality  stocks  when  they're  oi 
of  favor,"  says  he.  Example:  Emha 
Corp.,  maker  of  fasteners  and  ele 
tronic  components,  went  on  his  bi 
list  in  August  1977  at  5.5  times  ean 
ings,  yielding  5.3%.  Thanks  to  div 
dend  increases,  anyone  who  boug] 
then  at  12  Vi  is  now  getting  an  11.2 
yield  on  original  cost.  With  the  stoc 
now  at  313/s,  against  which  the  yield 
not  quite  4.5%,  it  isn't  such  a  bargai 
To  find  more  Emharts,  Peet  screei 
a  5,000-stock  database  for  larger  con 
panies  that  yield  at  least  4.5%  (Doi 
industrials  average  4.2%)  and  thi 
have  a  B+  or  better  rating  by  S&P' 
Stocks  that  haven't  had  at  least  5*1 
growth  in  earnings  or  dividends  ov< 
the  past  7  years  are  eliminated,  as  ai 
stocks  with  any  dividend  cut  in  tt 
last  15  years.  Peet  tries  to  keep  til 
average  P/E  multiple  of  his  portfoli 
below  10,  tough  in  today's  15-Pi 
market.  He  also  wants  ample  cove 
age  of  the  dividend  (less  than  60%  « 
earnings  paid  out)  an 
debt  less  than  100%  of  e<j 
uity.  The  final  two  rule 
can  be  relaxed  for  util! 
ties.  Few  industrial  con 
panies  make  the  grac 
these  days. 

Next,  says  Peet, 
have  to  have  the 
pline  to  get  out." 
point  comes  once 
goes  below  4% . 

Peet  has  company  ii 
the  hunt  for  yield.  Van 
guard  Qualified  Divider! 
Portfolio  I  and  Fidelity  Ed 
uity-Income  Fund  bofl 
have  a  22.6%  average  an 
nual  return  over  the  pas 
decade  from  high-yiel 
stocks.  Their  success  ha 
attracted  imitators,  sue 
as  the  new  T.  Rowe  Pric 
Equity  Income  Fun« 
There  is  also  competitioi 
from  pension  fundi 
which  don't  pay  taxes  oi 
dividends.  ■ 


"Yo 
disc: 
Thi 
yiei 
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I  didn't  want  to  get  into  details, 
so  I  said,  "The  way  Arthur  Y>ung 
did  our  tax  planning  seemed  like  it 
was  their  money  they  were  saving, 
not  ours." He  still... 


VISITOR 


HARMONY  ST.  WHARF 


. . .  pressed  me  further.  He  was 
digging  for  some  secret 
techniques. 

"But  Jim,  surely  with  Arthur 
Young  involved  there's  a  lot 
more  brewing  than  that." 

The  brewing  reference  was  a 
pun  on  my  business  —  coffee. 
We  import  it  here  in  the  states. 
I  finally  broke  down  and 
told  him  more. 
I  explained  how  Arthur 
Young  advised  me  in  a 
number  of  areas.  Every- 
thing from  inventory  to 
leasing  to  compensation. 
Zach  continued  to 
press.  "Yeah,  but  how 
did  they  get  to  know  the 
nitty-gritty,  the  . . ." 
Before  he  could 
finish,  I 
interrupted 
him.  "By  liv- 
ing the  coffee 
business! 


got  to  know  our  people,  even  the 
guys  on  the  docks." 

"But ..."  I  interrupted  him 
again,  "That's  what  I've  been 
trying  to  tell  you  from  the  start." 

"The  key  isn't  special  tech- 
niques or  tricks.  It's  the  way 
Arthur  Young  gets  personally 
involved  with  your  business. 
Sometimes  they  take  it  as  per- 
sonally as  you  do." 

He  said  he  understood.  I 
wasn't  sure  I  believed  it.  A 
week  later  he  called  fishing 
for  more  information  about 
Arthur  Young.  Now  I  believe  it. 

A 

If  you  would  like  help  with 
your  tax  planning  or  informa- 
tion about  our  other 
services,  call  us  at 
800-621-6494. 
Arthur  Young.  Personal 
advisors  to  business.  Account- 
ing, auditing,  tax,  financial  and 
management  consulting. 
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Does  McKesson  stock 
meet  your  tough  investment  criteria? 
Invest  30  seconds  to  find  out. 


YE! 

1. 

Has  the  return  over  the  past  ten  years 
averaged  19%  a  year? 

0 

2. 

Are  earnings  per  share  up  10%  for  the  current 
fiscal  year? 

3. 

Is  the  yield  around  5% ? 

0 

4. 

Are  earnings  relatively  free  from  fluctuations 
in  the  economy  and  interest  rates? 

a 

5. 

Are  acquisitions  expected  to  accelerate  the 
company's  profitable  growth? 

0 

6. 

Is  the  company  a  leader  in  one  of  the  fastest 
growing  segments  of  the  U.  S.  economy? 

0 

McKesson  (MCK-NYSE)  is  the  leading  distributor  of 
drugs  and  health  and  beauty  aids,  one  of  the  nation's  fastest 
growing  industries.  Our  computerized  nationwide  distri- 
bution network  serves  a  wide  range  of  health  care  and  retail 
businesses— from  drugstores,  hospitals  and  veterinarians 
to  stationers,  supermarkets  and  mass  merchandisers,  with 
annual  sales  of  over  $6  billion. 

To  learn  more,  write  us  or  call  (800)  952-5656. 

IIMesson 

Masters  of  Value-Added  Distribution 

One  Post  Street,  San  Francisco,  CA  94104 


Capital  Markets 


MONEY  &  INVESTMENTS 

The  specter  of  reform  has  left  tax-exempt 
bonds  terrifically  underpriced.  But  they 
won't  stay  that  way  for  long. 

HOT  BONDS 


By  Ben  Weberman 


rhe  other  day  a  Washington-based 
nunicipal  bond  attorney  told  me  he 
.vas  the  only  healthy  one  among  12 
5artners.  The  others  were  exhaust- 
:d,  down  with  the  flu  or  trying  to 
ecuperate  from  two  months  of  18- 
lour  days. 

Doing  what?  Beating  the  Dec.  31 
grandfathering  deadline  in  the 
-louse-passed  tax  reform  bill.  In  60 
lays  an  astounding  $74  billion  in 
lew  tax-frees  came  to  market,  more 
:han  in  the  entire  year  of  1 98 1 .  Let's 
:ake  a  look  at  what  this  means. 

Keep  two  things  in  mind.  First, 
ive  will  have  tax  reform  this  year. 
Donald  Reagan  and  Dan  Rosten- 
cowski  (D— 111.)  both  want  it,  and 
vhile  the  voters  are  not  screaming 
or  it,  they're  not  against  it,  either. 
Second,  the  final  bill  will  be  more 
ike  the  current  House-passed  ver- 
iion  than  different  from  it,  and  most 
)f  the  changes  will  make  it  tougher 
)n  loopholes,  not  easier. 

I  believe  the  market  has  already 
liscounted  two  of  the  most  impor- 
:ant  provisions.  One  is  the  38% 
:eiling  on  income  tax  rates  (or  35% 
is  Reagan  would  have  it).  Lowering 
:he  ceiling,  of  course,  reduces  the 
/alue  of  all  tax-exempt  bonds  at  a 
itroke.  Discounted,  too,  is  the  pro- 


tew  Weberman  is  economic*  editor  of 
;qrbes  magazine. 


posed  25%  minimum  tax  on  future 
"nonessential  function"  bonds. 

What  the  market  hasn't  yet  dis- 
counted is  that  huge  flood  of  new 
issues  in  November  and  December. 
It's  easy  to  see  the  reason  for  the 
deluge.  As  the  tax  reform  bill  now 
stands,  at  least  one-third  of  those 
issues  would  not  have  qualified  for 
tax  exemption  if  they  had  been  is- 
sued after  Dec.  31. 

Prohibited,  for  example,  would  be 
many  issues  where  a  state  or  local 
government  lends  its  name  to  help  a 
developer  build  a  sports  stadium,  a 
convention  center,  air  and  water 
pollution  control  facilities,  indus- 
trial park  and  the  like.  Time  and 
again  the  bill  stresses  "qualified 
governmental  units"  and  "essential 
government  functions"  as  the  prop- 
er justification  for  tax  exemption. 

In  fact,  if  more  than  10%  of  the 
proceeds  of  an  issue  go  toward  a 
private  purpose — such  as  a  school's 
leasing  out  its  cafeteria,  or  the  Port 
Authority  of  New  York  &  New  Jer- 
sey's leasing  ticket  counters  to  air- 
lines— it  makes  the  whole  issue 
"nonessential." 

The  bill  sets  annual  limits  on 
these  nonessential  tax-exempts, 
state  by  state,  at  $175  per  capita. 
Basically,  each  state  can  decide 
which  issues  get  the  exemption  (if 
they  otherwise  qualify).  That  alone 
will  decrease  issues.  For  example, 
California,  with  a  population  of 
25.6  million,  would  have  a  cap  of 
$4.4  billion  in  nonessentials.  Last 
year  $9.4  billion  was  issued  in  the 
state,  and  in  1984,  a  more  normal 
year,  $6  billion. 

Finally,  under  the  bill,  issuers 
could  no  longer  invest  funds  for  un- 
limited arbitrage  for  up  to  three 
years  as  they  can  now  (seep.  50). 


These  are  the  draconian  terms 
that  caused  that  $72  billion  flood. 
The  result:  Yield  spreads  between 
tax-exempt  and  taxable  bonds  have 
narrowed  to  record  lows.  Some  have 
almost  disappeared.  In  electric  util- 
ity bonds,  for  example,  an  investor 
could  get  almost  as  much  in  tax- 
frees  as  in  taxables  last  December. 

Or  take  30-year  prime-quality 
tax-frees.  Ordinarily  they  yield  20% 
less  than  30-year  Treasurys.  Recent- 
ly they  were  only  12%  less — tax- 
frees  at  8.5%  and  taxable  Treasurys 
at  9.5%.  Since  9.5%  becomes  5.9% 
after  taxes  in  a  38%  bracket,  the 
8.5%  tax-free  yield  beats  it  hollow. 
And  that's  prime  quality,  such  as 
Jacksonville  Electric  and  Chicago- 
O'Hare  Airport  issues.  Long-term 
tax-frees  in  both  New  York  and  Cal- 
ifornia pay  up  to  8.4%. 

These  bonds,  all  issued  before 
Dec.  31,  will  perform  strongly  in  the 
months  ahead.  I  believe  a  two-tiered 
market  will  develop,  with  yields 
lA%  to  Vi%  lower  on  the  older  is- 
sues than  on  newer  ones. 

So  what  about  the  newer  ones? 
When  the  markets  reopened  after 
New  Year's  Day,  The  Bond  Buyer 
calendar  of  new  negotiated  revenue 
issues  fell  to  zero  for  a  few  days,  the 
first  time  that  had  happened  since 
records  began  in  1971.  By  mid- 
month,  however,  there  were  some 
new  entries  to  test  the  waters,  in- 
cluding a  couple  from  New  York: 
$175  million  from  the  Triborough 
Bridge  &.  Tunnel  Authority  and 
$268  million  from  the  Metropolitan 
Transportation  Authority. 

The  Triborough  issue,  the  first  to 
be  sold,  got  a  model  opinion  from 
Mudge  Rose  Guthrie  Alexander  & 
Ferdon.  The  lawyers  said  the  30- 
year  bonds  would  be  tax-free  under 
the  House  bill  or  anything  like  it, 
with  one  qualification:  Because  of 
other  tax  reform  proposals  aimed  at 
the  insurance  industry,  casualty  in- 
surance investors  might  be  subject 
to  the  minimum  income  tax.  With 
that  generally  clean  opinion,  the 
bonds  were  bombarded  with  orders 
and  sold  at  100  (raised  at  the  last 
minute  from  99Vi),  to  yield  8.375%. 
If  they  had  come  to  market  in  De- 
cember along  with  $45  billion  in 
other  bonds,  the  authority  would 
surely  have  had  to  pay  8.50%. 

Some  of  the  forces  now  at  work 
affect  tax-exempt  bonds  adversely, 
others  favorably,  but  what  they  add 
up  to  is  this:  Yields  are  high  and 
prices  low.  They  won't  stay  that 
way  long.  Act  fast.  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 


The  spikiness  in  the  market  has  money? 
men  sounding  scatterbrained  and . . . 

TAKING  A 
DEEP  BREATH 


By  Susan  Lee 


Listening  to  Wall  Street  chat  right 
now  is  like  trying  to  make  sense  out 
of  the  Tower  of  Babel.  Opinions, 
reasons  and  stock  picks  are  all  over 
the  place.  One  can't  even  be  a  con- 
trarian because  it's  impossible  to 
figure  out  what  to  go  contrary  to. 

The  biggest  bulls  are  the  money 
managers  who  are  betting  on  lower 
interest  and  inflation  rates  and  on 
strong  economic  growth.  Dave  Wil- 
liams at  Alliance  Capital,  for  exam- 
ple, expects  interest  rates  to  fall  this 
year,  although  not  as  dramatically 
as  last  year;  ditto  for  the  rate  of 
inflation.  These  optimists  also  ex- 
pect that  the  declining  dollar  and  a 
fresh  infusion  of  IRA  money  will  lift 
the  market. 

Then  there  are  a  group  of  money 
movers  who  are  bulls  until  June  but 
bears  thereafter.  This  bunch  sees  a 
peppy  economy  during  the  first  two 
quarters,  owing  to  improving  trade 
and  budget  deficits  and  inventory 
accumulation. 

But  these  managers  think  the 
economy  will  then  turn  squishy. 
Steve  Timbers  of  the  Portfolio 
Group  anticipates  that  consumer 
demand  will  weaken.  "Consumers 
seem  to  be  strung  out,"  he  says. 
"Not  only  are  debt  levels  high,  but 


Susan  Lee  is  a  senior  editor  of  Forbes 

magazine. 


it's  questionable  whether  real  dis- 
posable income  is  growing  fast 
enough.  They  may  stop  borrowing, 
or  even  start  paying  back  their 
loans." 

A  third  group  is  really,  really  cau- 
tious. Some  managers  fear  interest 
rates  aren't  going  down.  Edward 
Babbitt  of  Avatar  Associates  says 
flatly:  "The  stock  market  has  lost 
an  ally  in  the  bond  market."  And 
other  managers  are  afraid  of  bad 
news  from  Washington. 

Here,  the  focus  is  on  Gramm- 
Rudman  to  balance  the  budget — 
whether  it's  constitutional  and 
whether  it'll  prompt  a  tax  increase. 
These  managers  assume  that  if 
Gramm-Rudman  sticks,  the  Fed 
would  make  up  for  any  loss  of  zing 
through  spending  cuts  by  lowering 
the  discount  rate.  Nonetheless, 
they  are  anxious  lest,  as  Charlie  Par- 
ker at  Continental  Insurance  says, 
"Gramm-Rudman  is  used  as  a  kind 
of  Trojan  horse  to  increase  taxes." 

Each  of  these  views  comes  with 
stock  picks,  of  course.  And  the 
names  aren't  terribly  surprising. 
The  interest  rate  and  inflation  opti- 
mists are  keen  on  financial  stocks: 
banks,  S&Ls,  brokerage  firms,  mis- 
cellaneous financial  companies 
such  as  Fannie  Mae.  There's  also 
substantial  enthusiasm  for  insur- 
ance companies;  names  here  in- 
clude Cincinnati  Financial,  AIG, 
the  Farmers  Group. 

Dave  Williams,  for  instance,  likes 
all  manner  of  financial  stocks,  but 
he  has  also  tucked  into  restructur- 
ing companies.  He  likes  Ford  and 
Chrysler,  which  he  says  are  doing 
operational  restructuring  to  lower 
costs.  And  he's  up  for  companies 
like  ITT,  which  is  selling  off  a  lot  of 
its  businesses.  The  cash,  he  pre- 


sumes, will  be  redeployed  for  debt 
retirement  or  stock  buybacks. 

And  although  Steve  Timbers 
likes  a  bunch  of  regional  banks  and 
insurance  companies,  he's  also  hot 
for  Herman's  sporting  goods.  Cur- 
rently Herman's  is  owned  by  W.R. 
Grace,  which  sold  half  its  stock  to 
the  public  last  spring.  Timbers 
thinks  Grace  will  sell  the  rest  to 
raise  cash  and  whoever  buys  Her- 
man's from  Grace  will  also  tender 
for  the  publicly  held  shares.  Even  if 
nothing  happens,  says  Timbers,  "I 
like  the  stock  anyway.  Herman's 
has  a  very  good  record." 

As  for  banks,  Timbers  is  hot  for 
Arizona  BancWest,  which  has 
agreed  to  merge  with  Security  Pacif- 
ic, and  the  bank  is  waiting  for  Oct. 
1,  when  the  Arizona  law  allowing 
interstate  banking  goes  into  effect. 
Timbers  is  also  up  for  Citizens  Fi- 
delity in  Kentucky  and  for  South 
Trust,  a  holding  company  in  Ala- 
bama. (Timbers,  by  the  way,  says 
he's  been  selling  the  Bell  holding 
companies  because  they  now  seem 
fully  priced.) 

Not  surprisingly,  though,  the  in- 
terest-rate bears  are  unloading  their 
financial  stocks.  Babbitt,  for  exam- 
ple, says  he's  getting  into  technolo- 
gy companies  such  as  Apple,  Tan- 
dem and  MCI,  and  gold  stocks.  Rob- 
ert Ardizzone  of  Hutton  Capital 
Management  is  trading  in  his  inter- 
est-rate-sensitive stuff  for  capital 
goods,  technology  and  a  smattering 
of  basic  industries.  He  likes  NCR, 
and  he  has  a  heavy  position  in  Ech- 
lin,  a  company  that  makes  auto- 
motive and  truck  aftermarket  re- 
placement parts. 

Ardizzone  also  likes  James  River, 
which  announced  the  acquisition  of 
Crown  Zellerbach's  paper  manufac- 
turing divisions — a  move  that  Ar- 
dizzone feels  will  strengthen  James 
River  further. 

Cutting  through  the  confusion  of 
voices,  what's  the  likely  balance  of 
power  here?  With  the  bulls?  Or  the 
bears?  With  the  bulls,  and  for  this 
reason:  Most  money  runners  still 
have  considerable  cash  to  spend — 
positions  are  generally  on  the  high 
side  at  15%.  This  kind  of  money 
also  burns  a  hole  in  their  pockets. 
So  a  nice  drift  up  in  the  market  over 
the  winter  and  spring  is  likely  as  the 
pressure  of  uninvested  money  over- 
comes the  economic  doubts.  After 
that?  There  are  times  when  being 
uncertain  is  the  wisest  policy.  The 
second  half  of  1986  looks  like  one  of 
these  periods.  ■ 
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Overseas  up  73.3%,  OTC  up  63.9% 


The  nation's 
#1  and#2  funds.* 

Fidelity  Overseas  Fund 

Fidelity  Overseas  achieved  an  astounding  73  3%  total  return 
in  its  first  year,  making  it  the  nation's  top  performing  fund.  Fidelity's 
international  management  experts  monitor  fluctuating  currencies 
and  research  overseas  markets  to  uncover  promising  foreign 
growth  stocks.  So  it's  easy  to  tap  the  potential  of  foreign  stocks. 

Fidelity  OTC  Portfolio 

In  its  first  year,  Fidelity  OTC  Portfolio  was  up  63-9% ,  making 
it  the  #2  ranked  fund  in  the  nation.  Fidelity's  research  expertise 
and  low-cost  convenience  can  help  you  tap  the  potential  of  exciting 
over-the-counter  stocks... the  easy  way 

Of  course,  past  performance  is  no  guarantee  of 
future  results,  and  both  funds  can  be  volatile. 

Both  funds  offer  these  benefits:  •  Start  with  just  $2,500  ($500 
for  IRAs)  •  Low  3%  sales  charge  •  Easy  exchange  with  over  30 
Fidelity  funds 

Overseas  Fund  is  not  available  to  residents  of  Maine. 

*Total  return  for  Overseas  and  OTC  are  for  12/31/84-12/31/85  (life  of  OTC  Portfolio) .  These  reflect 
changes  in  share  prices  and  the  effects  of  paying  3%  sales  charges,  updating  the  prospectuses.  This  was 
a  period  of  generally  rising  stock  prices.  Total  return,  life  of  Overseas  Fund  0  2/4/84-1 2/3 1/85 )  is  78.3% . 
**Ranked  by  Upper  Analytical  Services,  Inc.,  which  monitors  over  900  funds. 


Fidelity  Overseas  Fund/Fidelity  OTC  Portfolio 

For  more  complete  information,  including  management  fees  and  expenses,  call  or  write  for 
a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors 
Corporation  (General  Distribution  Agent) ,  P.O.  Box  660603,  Dallas,  TX  75266. 

Name  Address  

City  State  


Zip. 


□  Please  send  an . 


(fund  name) 


fact  kit! 


Call  free  24  hours. 

1-800-544-6666 

In  Mass.  call  collect  617-523-1919 


□  Please  send  a  Fidelity  IRA  kit,  too! 

FIDELITY 
INVESTMENTS 
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The  Contrarian 


MONEY  &  INVESTMENTS 

For  four  of  the  past  six  years,  the  market 
crunched  the  pros.  A  few  simple  rules  will 
help  you  avoid  some  of  their  mistakes. 

THE  SMART  MONEY 
IS  OFTEN  DUMB 


By  David  Dreman 


Although  1985  was  a  super  year  for 
the  market,  most  money  slingers 
had  little  to  trumpet  about.  Forget 
the  maestros'  new  and  improved 
weaponry,  ranging  from  sector  rota- 
tion to  theme  investing  to  recently 
discovered  investor  love/hate  rela- 
tionships; the  S&P's  500  still 
crunched  them  for  the  fourth  time 
in  the  past  six  years.  The  figures 
come  from  SEI's  evaluation  of  about 
3,500  large  funds  run  by  the  pros 
from  1980  to  1984.  (Last  year's  re- 
sults are  preliminary.) 

It's  not  difficult  to  beat  most  of 
the  so-called  pros.  Just  understand 
their  mistakes  and  avoid  them. 

To  start:  A  mind-set  brought 
about  by  two  decades  of  the  mar- 
ket's going  virtually  nowhere 
(Forbes,  Jan.  13)  convinced  most 
pros  to  tread  very  warily  when 
stocks  break  into  new  high  ground. 
After  all,  the  history  of  nearly  a  gen- 
eration showed  such  breakouts 
were  temporary,  inevitably  fol- 
lowed by  sharp  declines.  Holding  to 
this  idea  and  keeping  a  lot  of  cash 
on  the  sidelines  as  the  bull  market 
roared  ahead  hurt  institutions  bad- 
ly. Thus  they  failed  to  recognize  a 


David  Dreman  is  managing  director  of 
Dreman  &  F.mbry,  Investment  Counsel,  Neu- 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy-. 


real  bull  market  when  one  stared 
them  right  in  the  face.  Last  year 
large  amounts  of  cash  were  piled  up 
by  skeptical  managers  as  the  Dow 
rose  100,  200  and  then  well  over  300 
points.  How  could  it  be  for  real? 
Many  became  believers  and  jumped 
in,  but  it  was  only  after  a  good  part 
of  the  350-point  advance  in  the  Dow 
and  the  44-point  gain  in  the  S&P's 
500  were  already  fact. 

Rule  one,  then,  is  to  stay  fully 
invested.  Sure,  shakeouts  like  Janu- 
ary's, and  possibly  far  more  severe 
ones,  lie  ahead,  but  this  market  has 
a  way  of  taking  off  again  when  peo- 
ple least  expect  it,  zinging  those 
loaded  with  cash.  The  history  of 
bull  markets  shows  that  this  has 
happened  time  and  again,  whipsaw- 
ing  those  who  take  profits  too  soon 
and  then  try  to  get  back  in. 

Rule  two:  Don't  bet  on  yester- 
day's favorites.  A  major  cause  of  the 
subpar  performance  of  the  pros  was 
betting  too  heavily  on  the  wrong 
groups  of  stocks — small  capitaliza- 
tions, high  techs,  emerging  growths 
and  new  issues.  Although  the  major 
averages  shot  up  over  30%  (adjusted 
for  dividends)  in  1985,  the  same  was 
anything  but  true  for  these  favored 
sectors.  These  groups  peaked  in 
mid- 1983  and  were  still  below  their 
highs  at  1985  year-end.  Overweight- 
ing in  these  factors  resulted  in 
poorer  results  last  year  for  most 
pros,  even  if  a  manager  was  fully 
invested. 

In  betting  on  the  high  techs  and 
emerging  growth  stocks,  many  pros 
forgot  a  basic  lesson  of  the  stock 
market:  When  the  more  speculative 
part  of  the  market  tanks,  as  these 
stocks  did  over  the  past  18  months, 
they  never  bounce  back  that  quick- 
ly. They  require  a  fairly  long  time  to 


recover.  Usually  there  is  a  digestive 
period  of  several  years  or  more  be- 
fore a  major  rally  begins  in  them. 
Many  pros  expected  these  fallen  an- 
gels to  get  right  back  up  and  fly 
away  again. 

Rule  three:  The  final  costly  erroi 
pros  made  was  the  attempt  to  pin- 
point the  exact  time  to  move  in 
and  out  of  the  market.  Market  tim- 
ing is  an  extremely  high-risk  voca- 
tion at  best,  and  almost  suicidal  m 
a  bull  market  environment,  as  in- 
stitutions invariably  go  to  the  side- 
lines at  precisely  the  wrong  time. 
Still,  it  continues  to  be  a  prevalent 
method  of  investing.  Last  year 
Forbes  published  a  snappish  letter 
by  one  of  The  Street's  best-known 
timers.  The  letter  attacked  a 
Forbes  article  outlining  the  pitfalls 
of  market  timing.  The  letter  writer 
failed  to  mention  that  he  had  re- 
versed his  opinion  on  the  market's 
course  at  least  four  or  five  times 
since  mid- 1982,  a  period  in  which 
the  averages  almost  doubled. 

Rule  three,  then,  is  to  avoid  crys- 
tal balls,  tarot  cards  and  timers — 
not  necessarily  in  that  order. 

No,  the  market  didn't  beat  most 
managers  since  the  rally  began;  they 
beat  themselves  by  ignoring  the 
tested  rules  discussed  here.  Follow- 
ing these  rules  and  buying  first-rate 
larger  stocks  should  bring  good  re- 
sults on  the  next  leg  of  what  I  am 
convinced  is  a  strong  bull  market 
that  still  has  a  good  way  to  go. 

Here  are  several  to  look  at. 

Allied  Stores  (68),  a  major  depart- 
ment store  chain,  has  had  better 
than  10%  earnings  growth  over  the 
past  five  years,  and  should  realize 
about  a  10%  gain  in  1986.  Allied  has 
a  P/E  of  8,  yielding  3.2%. 

Amoco  (61)  is  the  nation's  sixth- 
largest  oil  company,  with  reserves 
of  almost  $19  billion  (pretax).  The 
company  used  its  good  cash  flow  to 
repurchase  some  of  its  shares  in 
1985,  with  the  program  likely  to 
continue  in  1986.  The  stock  has  a 
P/E  of  7  and  yields  5.3%. 

Chemical  New  York  (46),  the  na- 
tion's sixth-largest  bank,  has  in- 
creased its  dividend  every  year  in 
the  past  decade.  The  stock  trades  at 
a  P/E  of  6  and  yields  5.6%. 

Lockheed  (47)  is  one  of  the  largest 
defense  contractors  in  the  U.S.  Af- 
ter major  writeoffs  in  1 98 1 ,  earnings 
have  risen  to  higher  levels.  With  a 
backlog  of  well  over  $8  billion,  in- 
come should  be  up  over  10%  in 
1985  and  15%  in  1986.  The  stock 
has  a  P/E  of  8  and  yields  1.6%.  ■ 


156 


FORBES,  FEBRUARY  10,  198i 


December  27,  1985 


General  Motors  Corporation 


has  acquired 


Hughes  Aircraft  Company 


The  undersigned  acted  as  financial  advisor  to 
General  Motors  Corporation  in  this  transaction. 


Salomon  Brothers  Inc 


One  New  York  Plaza,  New  York,  New  York  10004 
Atlanta,  Boston,  Chicago,  Dallas,  London  (affiliate) 
Los  Angeles,  San  Francisco,  Tokyo  (affiliate),  Zurich 
Member  of  Maior  Securities  and  Commodities  Exchanges 


Psychology  &  Investing 


MONEY  &  INVESTMENTS 


Why  are  more  restaurants  emphasizing 
specials?  For  two  reasons — money  and 
the  morale  of  customers  and  the  chef. 

IS  IT  GAUCHE 
TO  ASK  THE  PRICE? 


By  Srully  Blotnick 


In  the  Fifties  and  Sixties  it  was  nor- 
mal for  the  waiter  in  moderately 
priced  restaurants  to  give  customers 
a  menu,  then  come  back  a  few  min- 
utes later  to  ask  them  what  they 
had  selected.  Only  approximately 
40%  of  these  places  had  "specials," 
and  those  that  did  typically  had  two 
or  three.  The  menu  was  where  the 
action  was,  not  the  specials. 

No  more.  Now,  in  most  restau- 
rants in  this  category,  you  are  hand- 
ed a  menu,  and  before  you  have 
even  had  a  chance  to  glance  at  it, 
the  waiter  begins  a  litany  of  the 
day's  specials,  sometimes  a  dozen 
or  more  items  long. 

Ever  wonder  why  this  explosion 
of  specials?  Ever  wonder  why  such 
restaurants  bother  with  a  menu  at 
all?  There's  a  good,  sound  market- 
ing reason  behind  the  shift  that  has 
emerged  during  the  last  two  de- 
cades. The  specials,  it  turns  out,  are 
an  excellent  tool  for  developing  and 
keeping  the  regular  customers  who 
are  the  lifeblood  of  any  restaurant. 
Instead  of,  time  after  time,  offering 
patrons  only  what  is  on  the  menu, 
by  offering  specials  a  restaurant  can 


Dr  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 


surprise  them  with  something  new 
each  day.  In  that  sense  the  place  is 
never  the  same. 

This  is  a  more  effective  strategy 
than  it  might  appear,  since  the 
number  one  explanation  given  by 
members  of  my  sample  for  no  long- 
er patronizing  a  restaurant  that  used 
to  be  a  favorite  is  that  "I've  already 
tried  almost  everything  I  like  on  the 
menu.  Time  to  go  elsewhere." 

As  a  way  of  keeping  the  regulars 
from  getting  bored,  the  offering  of 
specials  usually  proves  both 
cheaper  and  more  successful  than 
the  older  ploy  of  periodic  remodel- 
ing or  "retheming."  During  the 
more  than  25  years  I  have  been 
monitoring  restaurants,  hundreds  of 
elaborately  decorated  establish- 
ments have  indeed  attracted 
crowds.  But  "the  gawkers"  proved 
to  be  smarter  than  the  culinary  Bar- 
nums  putting  on  a  sideshow  for 
them  anticipated.  Having  seen  the 
place  and  been  disappointed  in  the 
food,  the  crowds  didn't  return.  A 
glitzy  new  interior  will  bring  them 
in  once,-  it  won't  bring  them  back. 

Which  places  were  people  likely 
to  go  back  to  with  significantly 
greater  frequency?  Those  in  which 
the  number  of  specials  steadily 
grew.  Not  only  did  this  feature  ap- 
peal to  customers,  but  it  was  also  of 
great  use  to  the  restaurants. 

To  begin  with,  there  is  a  certain 
amount  of  sleight  of  hand  involved 
in  offering  specials.  It  is  a  subtle 
way  to  raise  the  average  meal  ticket. 
In  part  because  the  price  is  not  star- 
ing at  you  in  black  and  white,  many 
restaurants  feel  they  can  charge 
more  for  specials  than  for  similar 
items  listed  in  the  menu,  typically 
20%  to  50%  more. 

Most  customers  are  bashful  about 


asking  how  much  specials  cost  (es 
pecially  in  front  of  business  asso' 
ciates),  and  only  about  one-fourth  oi 
the  restaurants  I  have  surveyed  dur 
ing  the  past  six  years  instruct  theil 
waiters  to  state  the  price  after  each 
item  is  described.  As  one  restaurant 
owner  in  Dallas  told  me,  "Of  course 
I  get  more  for  a  special.  It's  a  special] 
get  it?  You  want  something  that's 
not  on  the  menu,  you  have  to  pa> 
extra  for  it." 

Is  it,  then,  all  gimmickry?  By  ncj 
means.  "Specials,"  as  one  owner  re- 
marked, "give  a  chef  a  chance  tc 
shine."  A  chef  in  a  French  restau- 
rant commented:  "It  inspires  me 
when  I  can  show  off  a  little."  Nearly 
half  of  the  more  than  120  chefs  1 
have  interviewed  in  the  past  si>J 
years  say  that  there  is  another  bene- 
fit as  well.  "If  I  can  strut  my  stufi 
from  time  to  time,"  said  one,  in  an 
Italian  restaurant,  "it  makes  the  or- 
dinary dishes  I  prepare — the  ones  on 
the  menu — better.  I'm  less  likely  to 
fall  asleep  at  the  stove." 

To  customers  who  patronize 
moderately  priced  restaurants  regu- 
larly, specials  are  an  indication  oi 
the  kitchen's  flexibility.  People 
who  are  concerned  about  cutting 
calories,  and  the  health  conscious, 
who  want  less  fat  and  salt  in  their 
meals,  often  ask  for  changes  in  the 
way  a  dish  they  like  is  prepared. 

For  some  cuisines  and  cooks,  spe- 
cials are  viewed  as  a  nuisance,  and 
the  least  inclined  to  offer  any  are 
Japanese,  Chinese  and,  to  a  lesser 
extent,  Mexican  restaurants.  In  fact, 
only  1 1  out  of  56  Japanese  restau- 
rant owners  said  they  welcome  sug- 
gestions from  customers  about  how 
a  dish  should  be  prepared  or  modi- 
fied. "It  is  insulting  for  them  to  tell 
us  how  to  run  our  business,"  said} 
one  in  Los  Angeles. 

Interestingly,  Chinese  restau- 
rants with  specials — a  very  recent 
trend — usually  offer,  say,  seven 
kinds  of  lobster  or  asparagus,  if  that 
is  what  they  have  bought  in  quanti- 
ty that  day. 

Patrons  of  expensive  restaurants 
have  long  grown  accustomed  to  be- 
ing offered  a  variety  of  specials  and, 
also,  to  having  the  chef  happy  to 
entertain  special  requests.  This 
trend  has  slowly  been  trickling 
down  to  midpriced  restaurants  as 
customers  have  become  more  de- 
manding and  sophisticated.  The 
evidence  indicates  that  the  range 
and  quality  of  the  specials  has  now 
become  a  key  factor  in  the  success 
or  failure  of  many  a  restaurant.  ■ 
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REAL  ESTATE 
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EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


BREVARD  NORTH  CAROLINA 
1,000  ACRE  TRACT  FOR  SALE 

red  in  the  beautiful  mountains  of  Western  North  Carolina,  this 
is  one  of  the  last  available  in  the  Brevard  Area, 
lent  topography,  beautiful  views,  waterfalls,  and  location 
t  this  property  outstanding  for  several  types  of  development 
or  investment. 

ird  is  located  between  Asheville,  Hendersonville,  N.C.  and 
nville,  S.C.  and  is  convenient  to  reach  from  Interstates  1-85 
-26. 

Anne  Clayton,  Executrix,  Brevard  Realty 
'.O.  Box  1191,  Brevard,  North  Carolina  28712 
(704)  884-2425 


PLOYMENT  SERVICES 


HIRE  THE 
RIGHT  PILOT! 

a  pilot  selection  used  by  100's  of  airlines 
rations— 1.000  s  of  Qualified  Pilots— 30 
:light  Hrs— 3,000+  Jet  Type  Ratings 
t  Fee — Overnight  Service—Guaranteed 
FAPA,  4291-J  Memorial  Dr.  Atlanta  GA. 

1-800-JET  JOBS 


BUSINESS  OPPORTUNITIES 


ffl+^Pa/     15.000  BUSINESSES 
FROM  COAST 
^Hjt'll1^  TO  COAST 

No  Brokerage  Commission 
.nquiries  &  listings  welcome 
BUSINESS  OWNERS 
,  ■     MULTIPLE  LISTING  SERVICE 
1%S      T°"  Free  800  327  9630 
V,*/    in  Fla  call  800-533  4663 


ELLANEOUS  FOR  SALE 


iSTMENT  GEMSTONES! 
RANTEED  LIQUIDITY!!! 

tolesale  catalog  Satisfaction  Gtd 
yrs'  Member:  Jewelers  Board  of 
Chamber  Commerce.  American 
ade  Assn 

HOUSE  OF  ONYX 
No  One  Main  Street 
Jreenville.  Kentucky  42345 

LL  FREE  1-800-626-8352 


BUSINESSES  FOR  SALE 

Last  month  we  had  a  71%  success  in 
matching  personally  inspected  sellers  with 
buyers '  \oobuga  tiok' 

CALL  TOLL  FREE  1  800-233-2115 
IN  TEXAS  CALL  t  2 1 4  980-4865 

f^S     GREAT  WESTERN 

BUSINESS  EXCHANGE.  INC. 

"i'4114  Dallas  Parkway.  Suite  220 
Dallas.  TX  75240 


FRANCHISES 


REAL  ESTATE 


•wn  Spectacular  Land, 
)  acres  in  the  Colorado 
des.  $30,000  and  up,  1% 
vn,  9%  financing.  Write: 

irbes  Wagon  Creek  Ranch 

303,  Fort  Garland,  CO  81133 
(303)  379-3263 


Abraham  &  fomfton  Ctb® 

'America's  ^ucubb  Staple"™ 


National  Service  Franchise  Co. 
•  High  potential  •  Prime  locations 
•  Complete  set  up 
Call  now!  Mr.  Lewis 

Toll  Free  1-800  258-0860  Ext.  14 
1-800  258-0861  in  CA 


DR  INFORMATION  ON 
ES  MARKET/CLASSIFIED 
WRITE  OR  CALL: 

LINDA  LOREN 
BES  MARKET/CLASSIFIED 

ifth  Avenue/New  York,  NY  10011 
(212)  620-2440 


BUSINESS  BROKERAGE 

Earn  lucrative  fees  arranging  the  sales  of 
large  and  small  businesses.  We  profes- 
sionally train  you  in  all  phases  of  Busi- 
ness Brokerage  for  a  one-time  fee  with 
no  royalties.  Earning  potential  is 
unlimited. 

Call  Director  of  Marketing. 

N.C.B.B. 

1-800-523-0083.  IL:  312-694-1231 
National  Cforp.  of  Business  Brokers 
1  E.  Superior  St.  Chicago.  IL  60611 


r  I  SUPER  LARGE  CASHEWS 


EXCEPTIONAL  SIZE  &  TASTE 
$HT95  FOR  1  POUND 

/  —  LIMITED  QUANTITIES 
■  AVAILABLE 


FREE  1  POUND 
SACK  OF  COLOS- 
SAL CALIFORNIA 
PISTACHIOS  WITH 
3  POUND  ORDER 


CREDIT 
CARD 
CUSTOMERS  CALL 
FOR  FREE  DELIVERY 


FASHION 


MATERNITY 
BUSINESS  SUITS 
&  DRESSES 

Catalog  with  swatches  and 
fit  guide  S3,  refundable  with 
order  Visit  our  stores  in 
Atlanta.  Boston,  Chariot!*, 
NC  Chkago.  Ctovaland. 
Dallai  Oinvtr,  Harrtsburg, 
PA.  Havarfortt  PA  Houston. 
Los  Angatefc  Mat*.  A2. 
Minneapolis  Naw  Ordini 
Naw  York.  Philadelphia. 
Pittsburgh,  San  Francisco. 
Stamford,  CT,  Washington, 
D-C  or  inquire  about  opening  a 
store  in  your  area  Telephone 
2I5-625-01S1  PO  Box  40121 
Dept  F06B  Phila.  PA  19106 


SPORTS  CAMPS 


LIVE  IKE  A 
MUM  LEMKB 


Play  ball  with  Ex-Yankees  •  Ex-Dodgers 

•  Ex-Giants  •  Marichal  •  Wills  •  Lyle 

•  Slaughter  +  others  &  youl  4/27-5/4 
Tempe,  AZ  $3,200  Mini-Camp  $2,000 


IKE 

Baseball  Fan  asies  Fulfilled' 
(415)924-0725 
(212)  926-4299 


ATTENTION  PHYSICIANS: 

Accredited  Sports  Medicine  Conference 
also  available  at  this  Camp 


SHARING 


IS  CARING 


■  MACANUD0  H0THSCKHD 

■  CIGARS  35%  OFF! 

(6VY  RG42,  Box  of  25) 


I  '^/BOX!  (SAVE  $18.75) 

Wrapper  choice:  Natural,  Claro  or  Maduro 
Also  rock  bottom  prices  on  fresh,  perfect 
Partagas,  Don  Dlegos,  H.  Upmanns, 
Ramon  Allones,  Royal  Jamalcas. 
Montecruz.  FREE  catalog  800-  672-5544 
(NY  State  212-221-1408)  Send  check  or 
M  0  —add  shipping:  $1  00  for  first  box 
50C  ea  add'l  box  NY  res  add  sales  tax 

Otter  expires  March  31.  1986 

|  FAMOUS  SMOKE  SHOP| 

Dept  61,  55  W  39th  St  .  New  York,  N  Y  10018  ■ 


Remington  Bronzes 

The  Outlaw 

Full  size    ^_ _  _ 

ssr  5699 

with  purchase  of 
Remington  pure  bronze 
full  size  Mountain  Man 
or  Bronco  or  Rattlesnake 

ReM^Sa.  '1475 
800-435-3545 
714-854-2999 
Wh maker  Western  Bronze* 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  VST  (or 
state  width)  Great  Birth- 
day or  Christmas  gift 
Send  SI3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd ,  Dept  O 
San  Francisco.  CA  94 1 3 1        |41S|  SSS-6100 


COMPUTERS 


TANDY-EPSON 


Our  10th  year  of  DISCOUNTS 
Ed  or  Joe  McManus 
Fgt.  Prepaid.  Save  Tax 
ft,      Toll  Free  800-231-3680 

Hi  mARYfTIRC  INOUSTRIESINC 
22511  Katy  Fwy 
Katy  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


Forbes:  CapitalistTbol® 


VAN  KAMPEN  MERRITT 


TAX  FREE 


HIGH  INCOME  FUND  INC. 


If  you're  in  the  50%  bracket,  that 

means  you  would  have  to  earn 
17.34°/o  on  a  taxable  investment  to 
equal  this  tax-exempt  yield. 

EARN  A  TAX-EXEMPT  YIELD  OF 


8.67 


% 


KEY  ADVANTAGES: 

•  Daily  dividends  free  of  federal  tax? 

•  Monthly  distributions  paid  in  cash 
or  reinvested  at  the  next  determined 
net  asset  value. 

•  Easy,  daily  access  to  all  or  part  of 
your  capital. 

•  Affordable  investment  minimum. 

•  Managed  by  a  major  firm  of  municipal 
bond  analysts. 

Call  1-800-633-2252  Ext.  202. 

We'll  rush  a  prospectus  which  includes 
information  about  charges  and  expenses. 
Read  it  carefully  before  you  invest  or 
send  money.  Call  today,  day  or  night. 

"Current  yield  is  determined  by  annualizing  the  monthly  distributions 
paid  per  share  tor  the  1  month  ending  January  15.  1986  and  dividing  the 
result  by  the  average  maximum  public  ottering  price  tor  the  same  period 
This  will  vary  because  of  changes  in  the  Fund  s  distributions  and  offering 
price  A  portion  ol  the  income  may  be  subject  to  state  and  local  taxes 
Shares  may  be  redeemed  at  more  or  less  than  the  cost 


FIGHT 


theAmaican 
ADiabebes 
Associatm, 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some  < 
of  the  worst  diseases  of 
our  time 


imeA 


"A  Fine  Balance  of  Northern  and  Southern  Italian 
Specialties  .  .  .  Polished  and  Sophisticated." 

NY  Times 
Private  Room  For  Parties 
65  East  54th  St.,  NYC  •  Tel  751-1555 


Commodities 


MONEY  &  INVESTMENTS 


The  arrival  of  personal  computers  anc 
discount  brokers  has  brought  new  day 
trading  opportunities  to  speculators. 

NO  OVERNIGHT 
SURPRISES 


By  Stanley  W.  Angrist 


It  is  the  dream  of  almost  every  com- 
modity trader:  Give  me  a  method 
that  lets  me  take  a  few  dollars  out  of 
the  market  every  day  and  doesn't 
require  me  to  carry  any  positions 
overnight,  so  that  I  can  sleep  like  a 
baby.  That  dream  come  true  has  a 
name — day  trading.  And  it  is  per- 
haps the  most  difficult  type  of  trad- 
ing to  master  profitably,  if  indeed  it 
can  be  mastered  at  all. 

What  makes  it  so  difficult?  The 
same  thing  that  trips  up  so  many 
businesses — overhead.  In  commod- 
ity trading,  overhead  consists  of  at 
least  two  parts — slippage  and  com- 
missions. Slippage,  that  is,  orders 
are  filled  at  worse  prices  than  those 
you  hoped  for,  even  when  you  have 
a  stop-loss  in  place.  In  the  case  of 
the  two  most  popular  day-trading 
vehicles  (the  S&P's  contract  and 
the  U.S.  Treasury  bond  contract)  a 
slippage  of  one  tick — which  is  con- 
sidered acceptable  by  most  day 
traders — is  equal  to  $25  in  the  for- 
mer and  $31.25  in  the  latter.  So  if 
you  suffer  a  fill  only  one  tick 
poorer  than  you  expected  over  the 
course  of  a  250-day  trading  year, 
that  amounts  to  a  loss  of  more 
than  $6,000  in  the  case  of  the 

Stanley  W  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets 


S&P's  and  $7,500  in  the  T  bond. 

The  other  part  of  overhead  ha 
been  mitigated  by  the  availabilit 
of  discount  brokers.  Nonetheless 
even  assuming  a  $25  commissioi 
rate,  the  above  slippage  number 
must  be  effectively  doubled  to  full 
reflect  a  day  trader's  overhead.  Tha 
means  that  as  such  a  trader,  yoi 
must  have  a  method  that  remove) 
from  the  market  a  gross  profit  of  at 
least  $12,000  in  order  to  break  even) 
That's  a  tall  order.  Compare  tha 
with  a  trader  who  makes  only  foui 
trades  a  month.  His  transactioi 
costs  would  total  about  $2,400 
year.  But  he  would  have  to  can-} 
positions  overnight,  which  general 
ly  means  higher  margin  require 
ments  and  greater  account  risk. 

Prior  to  tbe  arrival  of  the  discount 
broker,  day  traders  faced  such  a  higfj 
transaction-cost  barrier  that  few 
were  willing  to  attempt  it.  Now  that] 
costs  have  been  lowered  markedly] 
day  trading  becomes  a  much  morQ 
feasible  method  of  speculating. 

And  just  as  you  might  expect, 
there  are  entrepreneurs  who  will 
provide  you  with  a  day-trading 
method  that  might  help  you  makei 
money.  Many  use  personal  comput 
ers  to  analyze  the  data  to  generate 
the  daily  orders. 

Peter  Aan,  a  longtime  commodity 
analyst,  offers  such  a  system  in  the 
form  of  a  locked,  unreadable  com- 
puter disk  that  trades  the  S&P's 
contract  almost  every  day.  It  uses 
price  data  for  the  most  recent  15 
days  that  you  must  supply  to  the 
program  in  order  to  arrive  at  today's 
trade.  Like  most  such  systems,  the 
program  was  developed  by  taking 
three  years  of  back  data  and  then 
"fitting"  a  method  to  the  data  to 
extract  profits.  The  results  are  al- 
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?st  always  impressive,  but  also 
;her  meaningless,  since  a  profit- 
le  set  of  rules  usually  can  be 
ind  to  fit  any  back  data.  The  only 
le  test  is  to  see  how  the  program 
es  after  the  development  phase  is 
lished.  Aan  completed  his  pro- 
im  in  August  1985.  From  Aug.  21 
rough  Dec.  5,  48%  of  all  trades 
ire  profitable,  generating  a  gain  of 
,775  before  overhead.  The  maxi- 
jm  profit  run  was  $4,000,  while 
s  method  experienced  three 
,500  drawdowns  of  equity  in  that 
riod.  The  program  is  available  for 
y  Apple  II  series  computer  for 
95  by  calling  (800)  527-2843. 
Frank  Alfonso,  a  certified  public 
^ountant  and  trading  adviser,  has 
veloped  a  day-trading  program  us- 

I  five  years  of  back  data  for 
bonds.  It  will  run  on  IBM  PC, 
>ple  II  and  TRS-80  computers, 
ice  again,  the  results  are  impres- 
't  but  meaningless.  But,  since 
tiuary  1985  the  program  has  been 
ed  to  trade  bonds,  with  interest- 
s' results.  Unlike  most  trading 
ograms,  this  one  incorporates  a 
^ique  money  management  system 
at  varies  the  number  of  contracts 
ided.  When  there  are  successive 
ises,  the  program  steps  up  the 
imber  of  contracts  traded  (and 
e  potential  risk  and  reward). 

For  all  of  1985  it  made  250  trades, 
th  about  half  of  them  turning  out 
ofitably.  On  a  one-contract  basis 
e  program  made  $2,992  before 
mmissions.  Not  too  impressive. 
Dwever,  when  one  to  five  con- 
icts  were  traded,  depending  upon 
e  signal,  it  showed  a  profit  of 
0,485,  with  only  two  months  ex- 
riencing  losses. 

Alfonso  designed  his  system  on 
ree  fully  disclosed  principles, 
ley  are:  Trade  with  the  main 
ind,  use  stop-loss  orders  and  let 
ofits  run  (at  least  until  the  end  of 
e  day).  Almost  every  speculator 
10  has  been  trading  more  than 
ree  months  knows  these  are  the 
les  that  lead  to  consistent  profits, 
le  program  is  sold  for  $595  by  the 
sex  Trading  Co.,  Ltd.,  P.O.  Box 
25,  Traverse  City,  Mich.  49685. 
Before  buying  any  day-trading 
stem,  you  must  answer  one  ques- 
>n:  Do  I  want  to  subject  myself  to 
e  stress  of  day  trading?  Perhaps 
e  reward  of  nightly  carefree  sleep 

II  cost  you  more  daytime  stom- 
h  acid  than  you  care  to  generate, 
i  you  have  been  told  so  often  in 
•rbes  and  in  this  column,  there's 
i  such  thing  as  a  free  lunch.  ■ 


The  most  exuberant  best-seller 
sweeping  across  America! 

"We  can't  remember  readers  or  reviewers  ever  having  a  better  time  with 
a  book.  Malcolm  Forbes  succeeds  in  doing  something  that  is  altogether 
rare  in  this  world.  He  has  fun — and  in  Around  the  World  on  Hot  Air  and 
Two  Wheels  we  share  it  to  the  hilt."    — Simon  and  Schuster 

"A  DELIGHTFUL  CHRONICLE- 
LIGHT  AS  A  BALLOON  AND  REFRESH 
INGLY  FREE  OF  HOT  AIR— of  a  journey 
by  the  latter-day  Phileas  Fogg  who  happens  to 
publish  a  business  magazine  called  Forbes  in 
his  spare  time."    — Cosmopolitan 

"A  CROSS  BETWEEN  MARCO  POLO 
AND  JULES  VERNE.  Who  else  in  the 
second  half  of  the  20th  century  would  fly 
across  continents  and  oceans  in  a  brightly- 
colored  balloon  or  go  jolting  his  way  on  a 
motorcycle  through  countries  like  China, 
Pakistan,  and  across  North  Africa?  In 
the  gorgeously  illustrated  book  Forbes 
tells  why  and  how  he  did  it  and  why  he 
will  presumably  go  on  doing  it  as  long 
as  he  can  ...  A  book  for  the  eye  to 
admire  and  the  mind  to  marvel  over." 
— John  Barkham  Reviews 


To  order  send  check  or  money  order  for  $24.95  to: 
Forbes  Book,  60  Fifth  Ave.,  New  York,  NY  10011 


Name  

Add  ress  

City  State  Zip 

(Please  add  appropriate  sales  tax) 


"A  BOOK  OVERFLOWING  WITH  EXU- 
BERANCE AND  GREAT  GOOD  HUMOR. 

What  Malcolm  Forbes  does  with  his  money  is 
endlessly  fascinating  and,  in  a  way,  almost  en- 
dearing .  .  .  Now  he  has  put  together  a  hand- 
some book  celebrating  his  exploits.  Around  the 
World  on  Hot  Air  and  Two  Wheels  is  priced  at 
$24.95  and  it's  worth  every  penny." 
— Sports  Illustrated 

"SO  OVERWHELMINGLY  A  CELE- 
BRATION OF  THE  JOYS  OF 
ADVENTURE,  as  well  as  an  affirmation  of 
the  good  side  of  life,  that  the  reader  is  soon 
buoyed  by  its  exuberant  message:  Don't  stay 
put  when  you  can  put  foot  into  any  part  of  this  still 
whole,  wide  and  mostly  wonderful  world." 

— The  New  York  Times 
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Streetwalker 


Does  he  know 
something  we  don't? 

One  of  the  most  significant  finan- 
cial stories  of  recent  months  was 
given  a  single  sentence  on  page  30  by 
the  Wall  Street  Journal  and  ignored  al- 
together by  the  New  York  Times.  (Lon- 
don's Financial  limes,  by  contrast, 
played  it  on  page  one.)  The  story:  John 
Templeton  will  sell  25%  of  his  mutu- 
al fund  management  company,  Lon- 
don-based Templeton,  Galbraith  & 
Hansberger  Ltd.,  to  the  public.  The 
issue,  scheduled  for  mid-February, 
will  be  handled  by  London  brokers 
Cazenove  &  Co.  and  is  expected  to 
value  the  company  at  $423  million — 
18.5  times  its  1985  earnings. 

A  cynic  would  wonder  whether  this 
public  offering  was  evidence  that  the 
great  sage  of  international  investing 
considers  financial  service  companies 
to  be  peaking.  Isn't  that  what  makes 
the  smart  folks  sell  to  the  public? 
After  all,  the  enviable  success  of  Tem- 
pleton's  five  funds — Templeton  For- 
eign (assets,  $117.8  million),  Temple- 
ton World  ($2.5  billion),  Templeton 
Growth  ($1.4  billion),  Templeton 
Global  I  ($277.8  million)  and  Temple- 
ton Global  II  ($355.7  million) — seems 
rooted  in  his  steely  discipline  in 
buying  financial  assets  when  they're 
out  of  favor  and  selling  when  they're 
in  favor  (Forbes,  May  15,  1977). 

Streetwalker  called  Templeton  at 
his  Bahamas  office.  Should  we  sell 
along  with  the  master?  Courtly  and 
charming  as  ever,  he  regretted  he 
couldn't  comment.  Lawyer's  orders, 
standard  when  a  stock  is  in  registra- 
tion. Templeton,  Galbraith  &  Hans- 
berger will  be  floated  in  London,  ap- 
parently for  tax  reasons,  and  will  not 
be  registered  in  the  U.S.  (U.S.  inves- 
tors can,  however,  buy  the  shares  after 
they're  issued  through  any  broker 
who  deals  in  foreign  securities.)  "We 
are  forbidden  to  mention  [the  issue]  to 
brokers,  PR  people  or  publications," 
Templeton  apologetically  informed 
us.  "There's  just  a  blackout  on  us 
until  we're  able  to  talk." 

Don't  jump  to  the  conclusion, 
though,  that  Templeton  is  just  getting 
out  while  the  getting  is  good.  He  is  73 
and  has  favorite  causes  to  fund.  And 
although  the  Dow  industrials  are  now 
at  13.6  times  earnings,  Templeton  in 
recent  public  talks  has  reasserted  his 
view  that  many  U.S.  equities  remain 
undervalued.  He  notes  that  14  times 
trailing  earnings  is  the  average  going 


back  80  years,  so  there's  still  room 
to  climb. 

So  why  sell  off  a  quarter  of  his  man- 
agement company?  "I'd  like  to  put  it 
the  other  way  around,"  says  Temple- 
ton. "We  are  keeping  three-quarters  of 
it." — Lawrence  Minard 


Setting  the  Pace 

One  of  the  fastest-growing  entries 
in  the  membership-only  discount 
warehouse  store  sweepstakes  is  Pace 
Membership  Warehouse,  Inc.,  based 
in  Aurora,  Colo.  Revenues  have 
grown  to  $272.2  million  (estimated 
for  fiscal  1986)  since  1983,  when  the 
company  was  founded.  Pace's  9.8  mil- 
lion o-t-c  shares,  15%  closely  held, 
recently  traded  at  1674. 

A  growing  body  of  shorts  think  Pace 
has  kept  too  fast  a  pace.  Supporters 
think  it  can  double  the  number  of  its 
stores  (to  34),  earning  75  cents  a  share 


A  Pace  warehouse 


Thin  margins  on  low  volume? 


in  fiscal  1987  (ending  Jan.  31).  Shorts 
contend  Pace  will  again  lose  money. 

Why?  One  short  notes  that  Price 
Co.,  oldest  and  best  of  the  members- 
only  warehouses,  courts  larger  whole- 
salers— local  builders,  say,  or  coffee 
shops — keeping  volume  high  enough 
to  offset  thin  margins. 

Pace  focuses  more  on  retail  custom- 
ers, stocking  more  retail-oriented 
products  like  stereos  and  TVs,  throw- 
ing it  against  entrenched  discounters 
like  Luskin's  and  Circuit  City. 

"Pace  will  never  be  able  to  offer  a 
lower  price  than  the  local  Luskin's," 
predicts  one  short.  Pace  Chairman 
Henry  Haimsohn  says,  no  problem, 
he  can  survive  on  thinner  margins. 


Nonetheless,  Montgomery  Securiti 
Bo  Cheadle,  who  likes  Pace  for  j 
long  haul,  worries  that  "there's 
much   expectation   built   into  t 
price." — Lisa  Gubernick 


Mistaken  identity 

Last  issue  (Forbes,  Jan.  27),  Stre 
Iwalker  noted  an  opportunity 
McLean  Industries'  12%  bonds,  c 
2003  and  selling  at  80.  For  a  few  un 
lievable  days,  the  bonds  became 
even  better  bargain.  When  McLi. 
Trucking  Co.  filed  for  Chapter  1 1 
Jan.  10,  panicky  investors  mistakei 
dumped   their   McLean  Industri 
bonds,  knocking  the  price  from  8Gj 
75.  "People  didn't  bother  to  as! 
laughs  Robert  Long,  the  First  Bostl 
analyst  who  recommended  the  borl 
and  bought  as  many  as  he  could  as  I  j 
price  dropped.  A  few  days  later  II 
price  was  back  to  80. 

There  is  a  connection  between  t 
two  companies:  Malcom  McLean, 
who  founded  both  of  them.  But 
sold  the  trucking  firm  30  years  a, 
Did  Streetwalker  ever  say  the  marl 
is  rational? — L.G. 


"These  prices  are  nutty" 

So  says  First  Boston  Corp.'s 
Gamble  Baldwin  of  the  rece 
runup  in  four  big  pipeline  compani 
stock  prices — Transco  up  7%  to 
recent  59%,  Texas  Eastern  up  3% 
37V2,  Panhandle  Eastern  up  3'/s 
39%,  and  Columbia  Gas  from  38  '/> 
39.  "Just  what  we  expected,"  sa 
Baldwin,  who  saw  the  nuttiness  coi 
ing  when  Occidental  Petroleu 
agreed  to  pay  $3  billion  for  MidC 
Corp.  last  month.  But  one  sale  doesi 
mean  all  will  sell,  and  Baldwin  ur£ 
investors  to  take  their  profits  and  eu 
Sure,  there's  always  a  chance  ol 
friendly  merger.  But  weak  financi; 
and  potential  regulatory  hassles  p: 
sent  serious  obstacles.  Columbia  G 
for  example,  is  one  of  three  pipeli 
companies  subject  to  the  Public  Ut 
lty  Holding  Act  of  1935  (the  other  t\ 
are  Consolidated  Natural  Gas  and  N 
tional  Fuel  Gas).  The  act  limits  he 
and  when  companies  can  take  secu 
ties  to  market,  and  makes  diversific 
tion  difficult. 

Transco?  Too  many  shark  rep' 
lents,  including  a  master  limited  pa 
nership  that  can  be  spun  off.  Tex 
Eastern's  cash  flow  is  weak  and  Pa 
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idle  Eastern  faces  several  billion 
lars  in  claims  from  disputes  over 
Algerian  liquefied  gas  contract. 
:anwhile,  the  P/E  multiples  for  all 
:se  stocks  moved  well  into  the  dou- 
\  digits.  "These  things  are  going  to 
ift  back  down  to  trade  more  in  line 
i:h  earnings,"  says  Baldwin. — L.G. 


trthern  opportunities 

Recently  priced  at  70.98  U.S.  cents, 
k  the  Canadian  dollar  was  at  its 
vest  level  ever  against  the  U.S.  dol- 
.  Recent  price:  71.4  U.S.  cents, 
ne  to  invest,  says  Salomon  Broth- 
Vice  President  Harvey  Rosen- 
ck.  How?  Rather  than  mess  around 
;th  currency  contracts  and  options, 
senstock  suggests  buying  ten-year 
inadian  government  bonds.  They 
[rrently  yield  10.28%,  vs.  9.35%  for 
lir  American  counterparts.  That 
point  spread  is  the  widest  it  has 
;n  for  three  years  and  is  about  dou- 
i  the  normal  spread.  An  "aberra- 
!n,"  says  Rosenstock  of  the  spread. 
While  Rosenstock  doesn't  expect 
i  Canadian  currency  to  get  back  to 
t'ity  with  the  U.S.  dollar  any  time 
m,  he  also  doesn't  expect  much 


A  long  slide 


J.S.  cents 


Price  of  Canadian  dollar 
in  U.S.  cents 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


70  '75  '80  '85  '86 

jow.  fCunent. 


)re  weakness.  If  the  Canadian  dol- 
did  weaken  further,  Rosenstock 
ieves  the  Bank  of  Canada  would 
iform  to  recent  patterns  and  m- 
iase  short-term  rates  (currently 
'/8%);  such  action  generally  affects 
;  prices  of  shorter-term  Treasury 
Is  much  more  than  bonds.  More 
ely,  in  Rosenstock's  opinion,  is 
it  the  Canadian  dollar  will  stabilize 
its  current  rate  and  that  the  spread 
11  narrow.  Should  the  ten-year 
ads'  spread  narrow  to  45  basis 
ints,  investors  would  enjoy  about  a 
)  price  appreciation. — L.G. 


Vanguard  minimizes  taxes,  maximizes  safety. 


INSURED  MUNICIPAL 

BOND  FUND:TAX-FREE  INCOME, 

TRIPLE-A  RATING. 


Now  you  don't  need  to  pay  a  sales 
commission  to  get  the  safety  and  high 
yields  offered  by  a  portfolio  of  insured 
municipal  bonds.  Because  Vanguard  has 
added  the  Insured  Long-Term  Portfolio 
—a  tax-free  bond  fund  that's  both 
insured  and  no-load. 

The  Portfolio  invests  in  insured 
long-term  municipal  bonds.  Such  bonds 
are  rated  AAA.  So  there's  potential  for 
high  tax-free*  yields  plus  a  guarantee  of 
timely  payment  of  principal  and  interest. 
The  insurance  coverage,  which  is 
explained  fully  in  the  prospectus,  does 
not  protect  the  share  price  against  nor- 
mal market  fluctuations  caused  by 
changes  in  long-term  interest  rates. 

Other  features  include: 

•  Unlimited  free  checkwriting  for  $250 
or  more. 

•  Toll-free  exchange  and  redemption  at 
the  then-current  net  asset  value. 

•  Minimum  initial  investment  of  $3,000. 

•Income  is  100%  free  from  Federal  income  tax  but  may  be 
subject  to  state  and  local  taxes. 


Call  I -800 -662 -SHIP 

Ask  for  our  free  Insured  Long-Term 
Portfolio  Information  Kit.  Or  send  the 
coupon  below. 

In  Philadelphia,  visit  our  Invest- 
ment Center  at  1528  Walnut  Street. 

^"vanguard  Insured  Long-Term  Portfolio  ^ 
Investor  Information  Dept.  58 
Valley  Forge,  Pennsylvania  19482 

Please  send  me  your  free  Insured  Long-Term 
Portfolio  Information  Kit,  including  a  prospec- 
tus which  I  may  read  before  I  invest  or  send 
money.  I  understand  that  it  contains  complete 
information  on  advisory  fees,  distribution 
charges  and  other  expenses.  Also  send  infor- 
mation on  □  IRA (71)  □  Keogh/Pension  (70). 

Name  


Address- 
City  


State  - 


-Zip_ 


FB-V6-041 


THLVan^aiardGROUP 
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Once  a  week,  Maria  gets  together 
with  some  of  her  oldest  friends. 


Once  a  week,  every 
week,  she  spends  a  few 
hours  visiting  people 
who  don't  get  a  lot  of 
visitors. 

Sometimes  she 
brings  flowers. 

Sometimes  a  gift. 

But  most  of  the 
time,  she  brings  what 
they  appreciate  most. 
Herself. 

So  many  people 
today  can  use  a  hand. 


Your  hand.  Your  time. 
Your  talents.  Your 
money. 

Because  in  the  end, 
what  you  give  isn't  so 


important, 
do  give  is. 


you 


torn 

l  Gxnal 


A  Public  Service  ol  This  Publication 
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Accor  9 
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Alco  Standard   31 
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Allied  Stores    156 
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American  Family  Life    129 

American  Greetings  89 
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Armco    106 

AT&T  8 
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Baldwin-United    87 
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Bay  Partners   76 
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Burroughs   34 
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Cardinal  Industries    120 

Caterpillar  Tractor   167 

Cazenove    162 

Central  Bancorporation  (Colo)   87 

Central  Texas  Public  Power 
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Chapman  &  Cutler    110 

Chase  Manhattan  87 

Chemical  New  York    9,  156 

Chesebrough-Pond's    132 


Chevron    126 

Chicago  &  North  Western 

Transportation   56 

Chicago  Bears    136 

Chicago  O'Hare  Airport   153 

Chrysler    8,  70,  154 

Cigna  63,  132 

Cincinnati  Financial    154 

Circuit  City    162 

Citicorp   70,  129 

Citizens  Fidelity   154 

Colgate-Palmolive   132 
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Columbia  Gas    162 

Comdisco   10 

Computer  Memories   76 

Conoco   10 

Consolidated  Natural  Gas    162 

Consumer  Bankers' Association    12 

Continental  Illinois    70 

Continental  Insurance    154 

Control  Data   36,  70 

Co  wen   150 

CPA  Personnel  Report   9 

CPC  International   132 

Crown  Zellerbach    154 

Data  General   76 

Dataquest    76 

Oscar  de  la  Renta    116 

DEC   34 

Delta  Air  Lines    106 

Diamond  Shamrock   6,  35 

Christian  Dior    1 16 

Disclosure   14 

Walt  Disney  Productions   116,  117 

Dow  Chemical    126 

Du  Pont   43,  136 

Dun  &  Bradstreet    106 

Eastern  Air  Lines   106 

Eastman  Kodak   8 

Echlin   154 

Emhart    150 

Ernst  &  Whinney    1 10 

Essex  Trading    160 

Farmers  Group    154 

Federal  National  Mortgage 

Association    154 

Fieldcrest  Mills    146 

Financial  Times   162 

First  Boston    8,  33,  162 

Florida  Building  Services    106 

Ford  Motor   12,  70,  82, 

132,  136,  154 

Fox  &  Co   31 

Fruit  of  the  Loom    116 


Genentech   

General  Dynamics   

General  Electric    33,  34, 

1 18,  124, 

General  Foods  

General  Mills   

General  Motors    8,  30,  34,  82,  \ 

Genex  

Gibson  Greetings   

Glcnwood  Management   

Globe  Industries  

Globe  Life  &  Accident   1 
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Gould   
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W.R.  Grace   

Graham  Resources   ..{] 

Great  Northern  Paper   
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Project   
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Hallmark   

Hanson  Trust    70,  1 

Hardesty   
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John  S.  Herold   | 

Hewlett-Packard   I 

Hitachi  I 

Hofmann  1 

Honeywell   6,  34, 

Hospital  Corp  of  America   

House  of  Warburg   I 

Household  International   100,  1 

Howard  Johnson   

Hughes  Tool   ■ 

Humana   I 

E.F.  Hutton   43,  1 

IBM    18,  25,1 

34,  70,  76,  137,  l(| 

Impact  

Ingersoll-Rand   ll 

Intellisys   \ 

International  Data  

ITT    132,  11 

Jacksonville  Electric   15 

James  River   16 

Johnston,  Lemon   I 

Kaiser-Permanente   8 

Kansas  City  Southern  Industries   I 

Kaye,  Scholer,  Fierman,  Hays 

&  Handler   ll 

Kidder,  Peabody  34,  9 

Koch  &  Lowy   ll 

Korn/Ferry    70,  ll 
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Gloria   10 

)cos   118 

Licensing  Letter   116 

jael  137 

per  Analytical  Services    150 

le,  Brown    19 

Ikheed   156 

'e  Real  Estate  96 

V   33 

[kin's    162 

[tron    120 

Tine  Midland    87,  132 

Irriott   14 

utenals  Research   25 

(tthews  &  Wright   50 

pcicare   58,  63 

bda   34 

Dermott   126 

Donald's    14 

braw-Hill  (Standard  &. 

[oor's)   110 

m}.  154 

iLean  Industries    162 

iLean  Trucking   162 

aical  Economics  63 

dtronic   36 

rck  43 

rrill  Lynch    100 

fsa  Petroleum    126 

•tropolitan  Transportation 

Authority    153 

CM/UA    117 

llCon  33,  162 

niscribe   76 

tsubishi  Motors    102 

>nsanto  6,  43 

mtgomery  Securities    33,  96,  162 

mtgomery  Ward    14 

>ody's    110 

ldge  Rose  Guthrie  Alexander 

k  Ferdon    153 

nual  of  Omaha   129 

tional  Bellas  Hess   106 

tional  Can   106 

tional  City   87 

tional  Fuel  Gas    162 

tional  Homes   120 

tional  Housing  Bank   47 

:R   34,  76,  154 

IC   34 

w  Jersey  Turnpike 

\uthority   50 

v  York  Times    162 

ircross   89 


Northern  Homes    120 

Nostalgia  Channel    117 

Obermaier,  Morvillo  &  Abramowitz    102 

Occidental  Petroleum   35,  162 

Paccar   126 

Pace  Membership  Warehouse    162 

Pacific  First  Financial    96 

Paine  Webber  |Rotan  Mosle)    126 

Pan  Am    106 

Panhandle  Eastern   162 

Paper  Products  89 

Park  Summit  Health  Care  Center    110 

Peat,  Marwick,  Mitchell    63,  94,  110 

Penn  Central    70 

Pennzoil    70,  102 

PepsiCo  8,  18 

Petro-Lewis   126 

Phelps  Dodge   137 

Philip  Morris   33 

Phillips  Petroleum    10 

Pittway    146 

Port  Authority  of  New  York  &. 

New  Jersey   153 

Portfolio  Group    154 

Price  Co    162 

T.  Rowe  Price    150 

Price  Waterhouse    106 

Prudential  Insurance    126,  132 

Puget  Sound  Bancorp    96 

Raytheon    34 

RCA    14,  33,  102,  132 

RCA  (NBC)    19 

Red  Label  Records    136 

RepublicBank    132 

Reuters  94 

Revlon   132 

R.J.  Reynolds  (Heublein)    102 

Rio  Grande  Industries    56 

Hal  Roach  Studios   117 

Rockwell  International   34 

Royal  Dutch   20 

Rust  Craft  89 

Ryan  Homes    120,  124 

Salick  Health  Care   63 

Salomon  Brothers   30,  163 

Santa  Fe  Industries   56 

Saxon  Industries  6,  31 

Schering-Plough    110 

SCM    70,  100 

Sears,  Roebuck    14,  116 

Sears,  Roebuck  (Dean  Witter 

Reynoldsl   43,  102 

Security  Pacific    154 

SEI    156 

Seidman  &  Seidman/BDO  94 
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Shell  Trading   20 
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Singer    76 

Skadden,  Arps,  Slate,  Meagher 

&  Flom    100 

Smith  Barney,  Harris  Upham   50 

Society  Corp   87 
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South  Trust    154 

Southern  Pacific   56 

Special  Events  Report   8 

Sperry   34,  76 
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Yves  St.  Laurent    116 

Standard  Shares    146 
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Sunkist  8 

Synthetic  Fuels   10 

Tandem  Computers    76,  154 

Tandon   76 
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Texaco   70,  102 

Texas  Eastern    162 

Time  Inc  (HBO]   82 

Time  Inc  (Life)   70 

Tintaretto    117 

Toshiba   34 

Toys  "R"  Us    137 

Trans  Union    70 

Transamerica   76,  96 

Transco    162 

Triborough  Bridge  is.  Tunnel 

Authority    153 

TRW   12 

Twentieth  Century-Fox    117 

Union  Carbide   43 

Union  Pacific  56 

United  Parcel  Service   56 

United  Technologies   18 

Upjohn   43 

U.S.  Health  Care  Systems   58 
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Vanguard  funds    150 

Viking    19 

Visa    129 

Volkswagen    137 
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Western  Pacific  Industries   146 
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We'd  love  you  to  advertise  in  our  magazine.  Maybe. 


Is  this  any  kind  of  attitude  for  a  magazine  to  take?  But,  then,  Gc 
Housekeeping  is  not  just  any  magazine. 

It  is,  instead,  the  single  most  believed  of  all  the  magazines  in 
our  field. 

And  the  simple  truth  is,  we Ve  earned  this  reputation  by  giving  c 
more  than  17000,000  women  readers  what  they've  come  to  expec 
from  us:  the  most  authoritative  pages  in  the  field. 

To  do  this,  wre  must  expect  more  from  our  staff.  And,  yes,  our 
advertisers.  Which  is  precisely  why  our  staff  reviews  all  ads  before 
run  them. 

This  is  no  token  policy,  either.  Last  year,  ads  which  would  have 
made  us  hundreds  of  thousands  of  dollars  never  made  it  onto  our 
pages.  In  a  full  schedule,  those  ads  would  be  worth  millions. 

Our  reputation,  obviously,  is  worth  more. 

So  if  your  advertising  deserves  to  be  believed,  we'd  love  you  to 
advertise  in  our  pages.  Definitely. 

Good  Housekeeping. 

Our  pages  do  more. 

Source:  1985  SMRB  Good  Housekeeping  is  a  publication  of  Hearst  Magazines,  a  division  of  The  Hearst  Corporation.  C  1986  The  Hearst! 


Flashbacks 


Edited  by  Dero  A.  Saunders 


Items  from  past  issues  of  Forbes 


le  of  the  last  steam  locomotives,  this  high-speed  Baldwin  job  could  make  lOOmph 


aides  have  moved  firmly  to  reverse 
the  economic  downturn,  but  they 
have  moved  cautiously." 

"One  considerable  group  had  reason 
last  month  to  celebrate  the  increas- 
ingly free  flow  of  world  trade.  They 
were  the  35,000  or  so  employees  of  big 
(total  assets:  $597.5  million)  Caterpil- 
lar Tractor  Co.,  king  of  the  earth  mov- 
ers. The  reason:  Close  to  half  of  them 
owe  their  jobs  to  Caterpillar's  soaring 
foreign  sales,  which  last  year  account- 
ed for  a  solid  48%  of  the  company's 
total  sales  of  $716  million." 


ix ty  years  ago  in  Forbes 

row  the  issue  of  February  15,  1926) 

?he  employee-ownership  plan  that 
e  Bank  of  Italy,  San  Francisco  [now 
mkAmerica  Corp.]  inaugurated  a 
i  ar  ago  is  something  more  than  just  a 
|an  for  permitting  and  encouraging 
nployees  to  buy  stock.  It  definitely 
liticipates  the  day  when  the  majority 
the  bank's  stock  will  be  owned  by 
5  employees.  Even  its  board  of  direc- 
ts will  probably  some  day  be  made 
p  of  or  controlled  by  past  presidents 
the  bank,  men  who  must  necessar- 
y  have  served  their  apprenticeship  as 
nployees." 

rwo  or  three  years  or  more  from 
dw  Florida's  talk,  and  the  country's 
ilk  about  Florida,  will  not  be  on  myr- 
ids  of  new  subdivisions  or  on  for- 
mes made  overnight  in  real  estate, 
ut,  in  my  opinion,  will  be  again 
lainly  on  the  state's  progress  agricul- 
lrally  and  horticulturally.  By  then,  I 
slieve,  many  of  the  countless  'subdi- 
isions'  now  flourishing  on  paper  will 
c  abandoned,  for  it  is  clear  as  Flor- 
la's  noonday  sun  that  many  have  no 
}lid  basis  for  their  exploitation,  no 
onest  reason  for  having  been 
atched,  no  justification  for  the  at- 
:mpts  to  turn  them  into  communi- 
es  and  townships." — B.C.  Forbes 


chasers  wherewith 
that  latterly  has 
stand." 


to  pay.  In  effect, 
been  America's 


ifty  years  ago 


row  the  issue  of  February  15,  1936) 

Today  the  borders  of  most  nations 
ristle  with  tariff  barriers.  Quotas, 
gidly  limiting  imports,  are  rife.  Al- 
lost  universal  has  become  the  fan- 
istic  notion  that  all  exports  are  a 
lessing  and  all  imports  a  curse;  that  a 
ation  can  permanently  continue  to 
;11  abroad  more  than  it  buys,  without 
ven  lending  money  to  foreign  pur- 


San  Francisco's  Bay  Bridge  in  early  1936 

"Glass  beer  bottles,  which  travel  in  a 
steady  stream  between  brewer  and 
consumer  and  back  again,  have  of 
course  lost  much  ground  to  one-trip 
tin  cans,  and  a  one-trip  bottle  is  the 
glass  industry's  retort.  Now  one-trip 
containers,  made  of  paraffin-lined 
spruce  fiber,  are  being  taken  up  by  an 
increasing  number  of  dairies  as  pack- 
ages for  the  milk  which  they  distrib- 
ute through  retail  stores." 

Twenty-five  years  ago 

(From  the  issue  of  February  15.  1961 ) 

"So  far  it  is  impossible  not  to  admire 
the  businesslike  way  the  new  Presi- 
dent and  his  top  fiscal  aides  have  gone 
about  tackling  the  problems  on  their 
new  desks.  President  Kennedy  could 
have  gone  to  either  of  two  extremes. 
He  could  have  rushed  off  half-cocked 
with  dramatic  measures  of  doubtful 
effectiveness  for  fighting  the  reces- 
sion. That  is,  he  could  have  turned  in 
a  four-alarm  signal  to  fight  what  may 
be  no  more  than  a  brush  fire.  ...  Or  he 
could  have  gone  to  the  opposite  ex- 
treme of  doing  nothing.  .  .  . 

"Kennedy  did  neither.  He  and  his 


Ten  years  ago 

(From  the  issue  of  February  15,  1976) 

"Just  a  year  or  so  ago  the  Middle 
East's  oil  nations,  flush  with  money, 
dreamed  of  achieving  in  a  few  decades 
what  the  West  took  centuries  to  do  in 
becoming  modern  industrial  soci- 
eties. The  dream  is  still  there,  but  it  is 
no  longer  in  technicolor,  it  no  longer 
looks  so  easy  or  so  certain  of  fulfill- 
ment. Money  can  buy  a  great  deal,  but 
it  cannot  buy  time — what  the  Middle 
East  needs  most  to  make  a  giant  leap 
into  the  industrial  world." 


The  Mideast  's  dream  of  industry  was  a 
pipe  dream,  FORBES  concluded  in  1976 

"The  badly  depressed  property  and 
casualty  [insurance]  stocks  have  risen 
74%  from  their  1974  lows,  according 
to  the  A.M.  Best  Co.  insurance  stock 
index.  ...  In  short,  at  a  time  when  the 
press  is  still  full  of  bad  news  about  the 
industry,  the  stock  market  is  already 
discounting  a  major  turnaround." 
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Mankind  are  very  odd  creatures: 
one  half  censure  what  they 
practice,  the  other  half  practice 
what  they  censure. 
Ben  Franklin 


Eloquence  flourished  most  in 
Rome  when  public  affairs  were 
in  the  worst  condition. 
Michel  de  Montaigne 


The  difference  between  us  and  our 
neighbor  is  that  we  don't  tell  half 
of  what  we  know  while  he  doesn't 
know  half  of  what  he  says. 
George  Prentice 


It  must  be  nice  to  run  a 
boardinghouse  and  not  have  to 
worry  about  something  different 
for  dinner  every  day. 
Kin  Hubbard 


The  visionary  lies  to  himself; 
the  liar  only  to  others. 
Friedrich  Nietzsche 


A  dreamer  is  one  who  can  only 
find  his  way  by  moonlight, 
and  his  punishment  is  that 
he  sees  the  dawn  before  the 
rest  of  the  world. 
Oscar  Wilde 


There  is  nothing  that  the  world 
likes  better  than  originality 
of  invention,  and  nothing  they 
hate  worse  than  originality 
of  thought. 
William  Hazlitt 


We  are  more  curious  about  the 
meaning  of  dreams  than  about 
things  we  see  when  awake. 
Diogenes  of  Sinope 


If  I  was  called  upon  to  say  how 
I  thought  the  Devil  looked 
and  acted,  I  should  compare 
him  to  the  man  who  sells  rum 
by  the  glass,  and  never  drinks 
any  himself. 
Josh  Billings 


Thoughts 

on  the  Business  of  Life 


A  nation  must  hare  doers  as  well  as 
dreamers  if  it  is  to  attain  greatness. 
All  national  greatness  has  been 
founded  on  national  prosperity  And 
it  is  men  of  deeds  rather  than  men 
of  unapplied  airy  theories  who  bring 
forth  prosperity  The  modern  business 
Napoleon  is  no  less  of  a  dreamer  than 
the  long-haired  visionary;  but  he 
toils  effectively  to  transform  bis 
dreams  into  realities.  Many  a 
business  leader  in  this  democracy 
today  is  as  ardent  an  idealist 
as  the  most  impractical 
daydreamer  whose  only  forte 
is  cynicism. 
B.C.  Forbes 


Though  men  pride  themselves  on 
their  great  actions,  often  they  are 
not  the  result  of  any  great  design 
but  of  chance. 
La  Rochefoucauld 


No  man  is  obliged  to  do  as  much  as 
he  can  do.  A  man  is  to  have  part  of 
his  life  to  himself. 
Samuel  Johnson 


Action  is  but  coarsened  thought — 
thought  become  concrete,  obscure, 
and  unconscious. 
Frederic  Amiel 


The  more  perfection  anything  has, 
the  more  active  and  the  less 
passive  it  is;  and  contrariwise, 
the  more  active  it  is,  the  more 
perfect  it  becomes. 
Spinoza 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($1 7.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave..  New  York. 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


He  who  acts,  spoils;  he  who  grasps, 

lets  slip. 

Lao-Tzu 


From  the  moment  of  birth  we  are 
immersed  in  action,  and  can  only 
fitfully  guide  it  by  taking  thought. 
Alfred  Whitehead 


If  men  would  think  more  they 
would  act  less. 
Lord  Halifax 


Hundreds  of  people  can  talk  for  one 
who  can  think,  but  thousands  can 
think  for  one  who  can  see. 
Iohn  Ruskin 


Most  advocates  of  realism  in  this 
world  are  hopelessly  unrealistic. 
Jawaharlal  Nehru 


A  Text . . . 

Thou  shalt  not  hearken  unto 
the  words  of  that  prophet,  or 
that  dreamer  of  dreams;  for 
the  Lord  your  God  proveth 
you,  to  know  whether  ye 
love  the  Lord  your  God  with 
all  your  heart  and  with  all 
your  soul. 

Deuteronomy  13:3 


Sent  in  by  Bob  Sisley,  Cleveland,  Ohio. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Men  are  most  active  when  evading 
real  issues,  most  powerful  when 
rejecting  real  values. 
Jean  Toomer 


Mark  this  well,  you  proud  men  of 
action!  you  are,  after  all,  nothing 
but  unconscious  instruments  of 
the  men  of  thought. 
Heinrich  Heine 
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PACE  CAR  FOR  THE 
PERFORMANCE  GENERATION. 


Very  few  automobiles  in  the  world  have  gen- 
erated the  excitement  and  emotional  involvement 
associated  with  the  Z-car.  Keeping  this  in  mind,  it's 
not  surprising  to  read  that  Motor  Trend  Magazine 
called  the  300  ZX,  "the  best  all-around  Z-car 
ever  built." 

For  1986,  Nissan  has  taken  one  more  step  in  the 
thoughtful  evolution  of  a  classic. 

At  the  heart  of  this  Z  is  a  3-liter  V-6  that  is  actually 
eight  inches  shorter  and  15  percent  lighter  than  the 
•280  ZX.  Yet  the  turbo  model  puts  out  11%  more 
power;  a  rousing  200  horsepower.  That  power  gets 
to  the  road  by  way  of  an  electronic  control  system 
that  gives  you  the  most  efficient  transmission  of 
power  at  any  speed.  Combined  with  shocks  you 
adjust  electronically  from  the  cockpit,  the  result 
is  startling. 


In  addition,  an  electronic  monitoring  system 
keeps  track  of  spark  plugs  that  fire  42  times  a 
second  at  5000  RPM  and  a  micro  computer  control: 
the  fuel  injection  system  making  theZa  marvel  of 
functional  electronic  wizardry. 

Outside,  fender  flares,  housing  wider  tires,  were\ 
integrated  into  the  body.  The  air  dam  was  extendel 
and  rocker  panel  extensions  were  added  to  reduce 
air  turbulence  under  the  car.  All  this,  plus  a  wider 
track  results  in  better  handling  than  ever. 

Inside,  a  choice  of  electronic  or  analog  instrume 
tation  is  offered,  along  with  every  conceivable 
luxury,  including  a  resounding  80-watt,  6-speaker 
stereo  system. 

The  300  ZX,  turbo  or  fuel  injected.  Once  you  get 
inside  aZ,  aZ  will  get  inside  of  you. 

THE  NAME  IS 


H  NISSAN 


BELT  YOURSELF 


WOULD  YUUR 
BANK  DO  AS  WELL 
ON  THIS  TEST? 


Circle  all  the  people  it  takes  to  approve  a  loan. 

Chairman  &  Chief  Executive  Officer 

President  4  Chief  Operating  Officer 

Senior  Vice  President.  Credit  Policy  Officer 

Senior  Vice  President 
Country  Risk  Policy  Executive 

Senior  Vice  President,  U  S 


Senior  Vice  President  &  General  Counsel 

Senior  Vice  President 
Sector  Credit  Executive 

Senior  Vice  President,  Team  Leader 

Executive  Vice  President 
Sector  Executive 


Vice  President,  Loan  Pricing  Executive 


Vice  President 
Financial  Planning  Executive 

Vice  President 
Deputy  Credit  Supervising  Officer 


Assistant  Treasurer 
Documentary  Control  Unit 

Manager 
Disbursement  Services  Division 


How  many  people  sign  off  on  a  deal  at 
four  bank? 

At  Canadian  Imperial  Bank  Group, 
hree  signatures  may  be  all  that's  needed: 

Our  Account  Officer. 

Our  Vice  President  for  Credit,  U.S. 

And  our  Senior  Vice  President,  U.S. 

With  us,  it  takes  fewer  people  to 
tpprove  a  loan  than  at  most  major  banks.  So 
ve  can  respond  to  you  quicker. 


But  it's  not  only  the  number  of  names 
that  appear  that's  important.  It's  whose  names. 

They're  all  senior  management.  Backed 
by  the  resources  of  one  of  the  10  largest  banks 
in  North  America. 

So  give  your  present  bank  this  little  test. 

And  if  they  need  more  names  than 
we  do  to  approve  a  loan,  you  only  need  to 
remember  one  name. 

Ours. 


WHS 


PUT  US  TO  THE  TEST. 

<ii>  Canadian  Imperial  Bank  Group 

CANADIAN  IMPERIAL  BANK  OF  COMMERCE  •  CALIFORNIA  CANADIAN  BANK  •  CANADIAN  IMPERIAL  BANK  OF  COMMERCE  TRUST  COMPANY  «  CIBC  LIMITED 


The  IBM  Business  Manag 


Spreadsheet  programs 
are  great  for  playing  "what  if." 

But  to  manage  a  small 
business,  you  first  have  to 
know  what  is. 

Which  is  what  the  IBM 
Business  Management  Series  (BMS 
shows  you;  more  easily  and 
completely  than  a  PC  spreadsheet. 

BMS  is  a  series  of  six  integrat- 
ed programs  (or  Editions),  each  de- 
signed for  a  specific  accounting  job. 

Buy  one  or  several,  they  outper- 
form spreadsheets  on  many  levels. 

You  update  one  account,  it 
updates  the  others. 

lb  manage  accounts 
with  a  spreadsheet, 
you  set  up  separate 
files.  One  for  receiv- 
ables, one  for  orders,  one 
for  inventory,  etc.  - 

The  trouble  is,  they  stay  sep- 
arate. 

A  change  in  one  is  not  reflected 
in  another,  until  you  enter  it  yourself. 


Small  business  accounting 
programs  that  do  what 
spreadsheets 
cant  be  held 
accountable  for. 


Which 
is  hardly  the 
best  use  of  a  personal 
computer.  Or  your  time. 

BMS  does  it  better.  Its  pro- 
grams talk  to  each  other. 

When  somebody  places  an  or- 
der, you  record  the  event  in  Order 
Entry.  Which  can  tell  Accounts 
Receivable  and  Inventory 
and  General  Ledger  what's  goi  ng  on. 

Automatically. 

Even  paying  is  less  painful. 
Both  Accounts  Payable  and  Payroll 
can  update  General  ledger. 

\ou  save  time,  tedium,  and  as- 
pirin. And  by  improving  the  flow 
of  information,  you  also  improve 
the  flow  of  cash. 

As  a  team.  BMS  Editions  beat 
spreadsheets  hands  down. 


As  ind 
viduals?  Ditto 
They  print 
invoices  and  month]] 
statements.  Prepare  bal- 
ance sheets  and  income  state- 
ments. Compare  actuals  to 
budget,  this  year  to  last 

BMS  writes  payroll  checks  anc 
pays  bills.  Tells  you  which  items  are 
hot  and  which  are  not  Assembles 
and  prints  lists  of  overdue  accounts 
Permits  automatic  aging. 
And  much  more. 

To  help  managers  account, 
and  accountants  manage. 

As  a  manager.  BMS 
will  reacquaint  you 
with  an  old  friend. 
Time. 

Because  BMS  worki 
with  fresh  information,  you  learn 


Geneial  Ledger 


Accounts  Payable 


nent  Series. 


lat's  happening  when  there's  still 
ne  to  do  something  about  it. 

With  Accounts  Payable  up  to 
ite,  you  can  schedule  payments  to 
ke  better  advantage  of  discounts. 

By  keeping  Inventory  current, 
u  can  maintain  more  realistic 
bck  levels. 

Accountants  love  BMS,  too. 
Unlike  most  spreadsheet 
ograms,  BMS  provides  clear  audit 
ils  that  show  what  data  was  up- 
ted  when,  and  how. 

With  most  spreadsheets,  chang- 
g  an  equation  erases  the  previous 
e.  So  your  CPA  can  t  figure  out 
w  your  figures  got  there. 

And  you  probably  can't  either. 
Price  Waterhouse  has  evalu- 
ed  BMS  for  auditability.  Well 
idly  send  you  the  review. 


art  with  one  and  grow  to 
.  Or  start  with  six  and 
iplygrow. 

You  can  buy  as  many,  or  few, 
IS  Editions  as  you  need. 

A  very  small  company  might 
rt  with  General  ledger  and 
counts  Receivable. 

As  you  add  people,  add  Payroll 
your  inventory  grows,  add 


Inventory.  And  so  on. 

But  no  matter  how  many  BMS 
Editions  you  buy,  we  recommend 
using  them  on  an  IBM  Personal 
Computer  XT  or  AT®  system,  which 
let  you  store  your  programs,  perma- 
nently, inside  the  machine. 

But  what  happens  when  the 
"machine"  becomes  ""machines"? 

The  IBM  PC  Network. 

As  a  company  grows  to  need 
several  PCs,  its  more  important 
than  ever  that  people  communicate. 

Which  is  why  there's  a  BMS 
Edition  that  lets  up  to  five  BMS 
users  share  information  on  the 
IBM  PC  Network. 

That  way  the  sales  manager, 
the  bookkeeper,  and  stock  super- 
visor can  all  work 
on  the  same  wave- 
length. 

Have  your 
spreadsheet 
and  beat  it  too. 


Of  course,  you'll  still  need  fore- 
casts, so  don't  give  up  on  spread- 
sheets quite  yet. 

The  information  in  BMS  can  be 
used  in  spreadsheets  for  the  kinds  of 
analysis  they  do  best. 

And  an  excellent  spreadsheet  to 
use  with  BMS  is  IBM  Plam+. 

Plans+  is  part  of  the  IBM 
Personal  Decision  Series.  This  series 


can  take  information  directly  from 
BMS,  and  includes  programs  for 
graphing,  word  processing,  and  data- 
base management. 

Any  questions? 

For  software  so 
powerful,  BMS  is 
notably  easy  to  learn  and  use. 

But  if  questions  arise  about  any 
BMS  application,  we'll  be  there  to 
help. 

IBM  Extended  Support  is  a  ser- 
vice we  make  available  (for  a  fee)  to 
anyone  who  has  BMS. 

It  lets  you  call  IBM  directly  for 
assistance  with  technical  or  opera- 
tional matters. 

But  your  first  question  about 
the  IBM  Business  Management  Series 
should  be,  "Where  do  I  get  it?" 

At  an  IBM  Product  Center  or 
an  Authorized  IBM  Personal  Com- 
puter or  Software  Dealer. 

For  the  one  nearest  you.  our 
brochure,  and  the  Price  Waterhouse 
review,  call  800-447-4700.  (In  Alaska, 
800-447-0890.) 


Smalj  Business 
Accounting  Solutions 


Accounts  Receivable 


IBM  Personal  Computer  AT  and  PC/XT  are  trademarks  of  International  Business  Machines  Corporation. 


Order  Entry 


Inventory  Accounting 
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The  editorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  152  and  153. 


Companies  

36   Southwest  Airlines 

Southwest's  success  with  its  Muse  acquisition  is  proving 
that  revenge  may  be  sweet,  but  it's  no  foundation  on 
which  to  build  a  business. 

40   Federal  National  Mortgage  Association 

The  way  to  run  a  giant  S&L  is  to  take  the  middleman's 
profits  while  someone  else  takes  the  interest  rate  risks. 

42    Pittsburgh  Pirates 

You  can  buy  a  piece  of  this  team  by  buying  a  share  of 
Westinghouse  Electric.  But  don't  count  on  scoring  big. 

64   The  Up  &  Comers 

Kroy  Inc.'s  Donald  Gustafson  learned,  the  hard  way,  that 
by  pushing  "sales  growth  at  the  expense  of  profits,  you'll 
self-destruct."  Also:  Cherokee  Group. 

83  Swissair 

Think  of  it  as  a  bank  that  flies. 
96   Goldman,  Sachs 

How  Goldman,  Sachs  got  to  be  one  of  Wall  Street's  two 
most  profitable  firms. 


Management 


30   Big  Bath  Accounting 

After  years  of  not  coming  clean  with  failed  acquisitions, 
managers  take  a  big  writeoff.  Whom  are  they  kidding? 


Industries 


33  Thrifts:  Ducking  FSLIC 

Strong  S&Ls  are  balking  at  paying  assessments  to  insure 
the  weak.  So  they  turn  into  banks. 

34  Trucks:  Another  Japanese  Invasion 

After  educating  U.S.  car  companies  about  small  cars  and 
pickups,  Japan's  automen  intend  to  teach  Americans  a 
lesson  in  large  trucks. 

54    Nuclear  Power 

Chances  are  you've  never  heard  of  the  Institute  of  Nucle- 
ar Power  Operations — Inpo,  for  short — but  it's  one  good 
reason  the  industry's  safety  record  has  improved. 

62    Computer  Software 

The  vast  brain  pool  for  software  engineering  in  India. 

88    As  I  See  It:  Robert  Z.  Lawrence 

An  optimistic  view  of  U.S.  industry's  prospects. 

90    Cover  Story:  Financial  Services 

Merrill  Lynch,  Sears,  Prudential  and  American  Express 
are  spending  hundreds  of  millions  to  become  one-stop 
money  shops.  But  is  that  where  the  profits  are? 


Investing 


32    Has  The  Parade  Passed  By? 

It  doesn't  pay  to  fight  a  bull  market.  It  sometimes  pays  to 
sit  it  out. 
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46    Money  Man  Irv  Maiziish 

Guess  which  is  a  better  buy:  An  empty  office  tower  in 
Denver  or  a  shopping  center  with  a  beauty  salon? 

134   The  Forbes/TUCS  Institutional  Portfolio  Report 

Professional  money  managers  beat  the  market  in  the 
fourth  quarter  of  1985. 

136    Statistical  Spotlight:  What  South  African  Risk? 

Divestiture  doesn't  seem  to  have  damaged  the  shares  of 
companies  doing  business  in  South  Africa. 

150  Streetwalker 

Oil  companies;  Lomas  &  Nettleton;  Foxboro  Corp.; 
closed-end  funds;  AAR  Corp. 


On  The  Docket 

72  The  Trouble  With  Mandatory  Retirement 

Like  a  lot  of  otherwise  good  ideas,  the  end  of  mandatory 
retirement  promises  to  make  lawyers  even  richer. 

73  Punitive  Damages 

The  Supreme  Court  will  soon  decide  a  case  that  could 
limit  or  even  bar  punitive  damage  awards  nationwide. 


Taxing  Matters  

76   "Mirror-Image  Liquidation" 

It's  a  way  to  drum  up  takeover  business. 

76   A  Neat  Income-Shifting  Gambit 

There  is  a  good  deal  more  to  that  special  dividend  Union 
Carbide  will  pay  on  Mar.  1  than  meets  the  eye. 


Faces  Behind  the  Figures 

126  Deng  Xiaoping,  People's  Republic  of  China 

126  David  Queen,  Treasury  Department 

126  Stephen  Wolf,  Republic  Airlines 

127  Victor  Kiam,  Remington  Products 

127  Michael  Kimberley,  Group  Lotus  Cars 

128  Myron  Sheinfeld,  Houston  bankruptcy  lauyer 
128  Joseph  Blandford,  Atlantia  Energy  Group 


Numbers  Game 

78    Poison  Parachutes 

Be  warned:  Executive  stock  appreciation  rights  can  take  a 
nasty  toll  on  earnings.  Some,  in  fact,  are  intended  to. 

Technology 

98    High-Tech  Hammerlock 

Scrambled  television  signals  will  be  a  boon  to  struggling 
M/A-Com. 

102  Oh,  Your  Aching  Back 

At  last,  attacking  back  problems  from  the  prevention 
angle. 

103  Twenty-Dollar  Light  Bulbs  That  Make  Cents 

Those  expensive  but  efficient  "compact  fluorescents." 

Marketing 

110   Even  The  Kitchen  Sink 

As  a  division  in  a  giant  company,  Formica  was  a  plodder. 
Can  independent  management  make  it  a  winner?  Also: 
Advertising  movies;  shaving  cream  wars;  video  annual 
reports. 

Personal  Affairs  

116    Puttin' On  The  Ritz 

Umbrellas  that  last  and  canes  that  make  a  statement. 
Careers 

122   Adventures  In  The  Retail  Trade 

Lost  about  your  next  move?  Department  stores  may 
want  you. 
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Moving  the  goods 

Stocks  are  sold,  not  bought 
That's  an  ancient  aphorism 
in  the  retail  brokerage 
business,  and  the  interest- 
ing thing  is  that  it  is  still 
true.  Even  in  an  age  when 
every  investor  is  hungry  for 
performance,  when  no- 
load  mutual  funds  are  easi- 
ly available  and  there's  a 
discount  broker  on  every 
corner,  real  live  brokerage 
salesmen  still  move  most 
mutual  funds  and  most 
stocks.  Full-line  stockbro- 
kers handled  80%  of  the  retail  brokerage  business  last  year,  and 
salespeople  accounted  for  nearly  three-quarters  of  all  mutual 
fund  sales.  Giant  stock  brokerage  firms,  moreover,  are  landing 
growing  volumes  of  savings  accounts,  tax  shelters  and  realty 
transactions.  With  innovations  like  Merrill  Lynch's  Cash  Man- 
agement Account,  the  big  brokers  are  even  taking  on  the  banks. 
For  the  brokerage  industry,  therefore,  growth  seems  guaranteed. 
But  the  giant  brokers'  greatest  asset — their  superb  sales  forces — 
is  also  a  major  liability.  Richard  Stern  and  Lisa  Gubernick  tell 
why  in  "Financial  services — who  owns  the  future?"  beginning 
on  page  90. 

Ineffectual  indignation 

We've  all  read  and  heard  lots  about  the  demands  that  investing 
institutions  dump  stocks  of  companies  that  do  business  with  or 
in  South  Africa.  However,  no  one  seems  to  have  asked  whether 
divestiture  is  an  effective  means  of  bringing  pressure.  In  "Di- 
vested stocks  aren't  cheap,"  Reporter  Leslie  Pittel  looks  at  U.S. 
stocks  with  a  South  African  connection  and  compares  their 
price  action  with  the  rest  of  the  market.  Tentative  conclusion: 
Divestiture  hasn't  hurt  these  stocks  at  all.  Money,  it  seems,  is 
apolitical.  See  page  136. 

Why  kids  admire  their  grandparents 

How  often  one  hears  academics  complaining  about  their  stu- 
dents these  days.  The  kids  lack  idealism.  They  have  little 
intellectual  curiosity.  They  worship  the  almighty  buck.  Not  so, 
says  Columnist  Srully  Blotnick,  who  has  done  lots  of  research 
on  the  subject.  He  says  the  present  college  generation  is  realis- 
tic, not  crass.  Many  of  them  think  their  anti-Vietnam,  counter- 
culture parents  made  a  mess  of  their  own  lives,  and  the  kids 
don't  want  to  repeat  that  mistake.  In  many  ways  they  feel  closer 
to  rather  conventional  grandparents  than  to  hippyish  parents. 
Sexual  promiscuity  is  out,  he  reports,  for  a  generation  appalled 
by  their  parents'  frequent  divorces.  Careers  are  in,  he  reports,  for 
a  generation  that  watched  many  parents  grow  up  unable  to 
make  a  decent  living.  "Why  hippies  beget  yuppies"  starts  on 
page  146. 
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What  makes  Madden  mad#21: 


"Late  calls.  Okay,  you  check  into  a 

hotel.  The  big  meeting  is  tomorrow. 
All  you  want  is  a  simple  6:30  a.m.  wake-up 
call.  But  when  do  you  get  it?  At  8:30! 
So  then  what?  Bring  clocks?  Tick-tock, 
tick-tock.  The  whole  idea  ticks  me  off! 
It  Don't  get  mad.  Get  Ramada. 

Where  a  6:30  wake-up  call  rings  when 
it  should.  Believe  me,  when  it  comes 
to  taking  care  of  you,  you'll  never 
catch  Ramada  sleeping.'* 

NEXT  TIME, 


INNS,  HOTELS  AND  RENAISSANCE  HOTELS  WORLDWIDE 
CALL  ATRAVEL  AGENT  OR  1-800-2-RAMADA  (1-800-272-6232) 


Trends 


Edited  by  John  A.  Conway. 


The  lady  with  the  cart 

Working  women  are  not  happy 
with  supermarkets.  After  survey- 
ing 700  of  them,  with  a  median  age  of 
29  and  average  income  of  $27,000, 
Mademoiselle  magazine  found  that 
60%  cooked  at  home  four  days  a  week 
and  needed  help  to  maintain  the  pace. 
Two-thirds  said  they  wanted  faster 
service,  more  checkout  lines,  cash- 
only  lines  and  more  baggers.  Nearly 
half  wanted  store  hours  extended  into 
the  evening,  especially  on  Sundays; 
some  wanted  early-morning  open- 
ings; others,  round-the-clock  service. 
A  third  wanted  more  help  in  lugging 
the  bags,  etc.  Twenty-five  percent 
wanted  wider  aisles,  fully  stocked 
shelves  in  off  hours,  drive-up  win- 
dows, and  retail  space  for  drugstore, 
bakery,  delicatessen  and  liquor  store 
goods.  Supermarkets  may  ignore 
them  at  their  peril:  About  65%  of  all 
women  aged  20  to  50  now  work,  Ma- 
demoiselle says,  and  by  1990  the  total 
is  expected  to  be  even  higher. 


Business  as  usual 

The  office  of  tomorrow  looks  suspi- 
ciously like  the  office  of  yesteryear 
to  Martin  Baily,  a  productivity  expert 
and  senior  fellow  at  the  Brookings 
Institution  in  Washington.  All  the 
new  computerized  gear,  he  says  after  a 
preliminary  look,  hasn't  reduced  the 
number  of  office  workers  or  made 
them  much  more  efficient  over  the 
last  ten  years.  "At  this  point,"  Baily 
admits,  "I  don't  know  why  this  is  so." 
In  one  office  he  found  clerks  and  sec- 
retaries drafting  40  copies  of  the  same 
report.    In   another,    an  executive 


Bob  Cratchit's  office 

Does  the  machinery  help? 

proudly  showed  off  the  appointment 
calendar  on  his  computer  terminal. 
"I've  got  mine  right  here  in  my  pock- 
et," Baily  says  he  told  him.  Baily  will 
be  pursuing  the  subject  in  depth. 


Back  to  the  salt  flats 

When  the  1987  auto  models  start 
arriving  this  fall,  a  tried-and-true 
name  will  be  back  at  the  head  of  the 
Pontiac  parade.  The  Bonneville 
(named  for  the  Utah  salt  flats  of  racing 
fame)  will  once  more  be  the  big  car  in 
the  line,  according  to  J.  Michael  Losh, 
general  manager.  Since  1981  the 
Bonneville  mark  has  adorned  a  mid- 
size, rear-wheel-drive  Pontiac.  The 
1987  Bonneville  will  be  a  full-grown, 
front-wheel-drive  automobile.  Ponti- 
ac dropped  its  big  car  line  in  1 98 1 ,  when 


the  talk  was  all  of  $2-a-gallon  gasoline. 
Two  years  later,  with  gas  prices  staying 
down,  the  division  found  itself  without 
a  big  car  at  a  time  when  consumers 
were  starting  to  demand  them.  To  fill 
the  gap  it  brought  in  its  Canadian-built 
Parisienne.  Dealers,  Losh  says,  were 
never  happy  with  the  name,  and  next 
fall,  when  the  big  Bonnevilles  return, 
the  Parisienne  will  be  seen  only  as  a 
station  wagon. 


The  office  beasts 

What  wildlife  inhabits  your  office? 
4  Corporate  Bestiary,  a  paperback 
by  William  Zikmund  (Holt,  Rinehart 
&  Winston,  $4.95),  classifies  a  few: 

We  Prestigious  M.B.A. — Classifica- 
tion complex,  but  from  the  "evolu- 
tionary perspective  said  to  be  the  fore- 
runner of  the  Promotion." 

Tloe  Yea-Saying  Fence  Sitter — "Very 
light  in  weight,"  which  some  attri- 
bute to  its  having  no  guts.  A  favorite 
of  the  autocratic  manager,  it  has  small 
claws  that  do  not  grasp  issues  well. 

The  Workhorse — Trained  to  work 
harder,  not  smarter,  its  nose  short- 
ened by  proximity  to  the  grindstone. 

The  Razzmatazz  and  The  Pizzazz — 
Very  colorful,  raised  in  advertising 
agencies,  fed  on  words. 

T/je  Job  Hopper — Like  the  locust. 
Numerous  during  times  of  economic 
prosperity;  nonexistent  in  Japan. 


A  speed  run  at  the  Bonneville  salt  flats 
A  big  name  on  a  big  car. 


The  high  cost  of  leaving 

Getting  out  of  town  has  suddenly 
become  more  expensive,  and  the 
result  is  a  subtle  propaganda  war.  The 
federal  government  has  long  had  an  8% 
tax  on  domestic  airline  tickets,  ear- 
marked for  airport  development  and  air 
traffic  control.  Now  local  authorities 
are  getting  into  the  act.  Boston,  for 
example,  has  added  a  local  fuel  tax  and, 
to  cover  it,  airlines  are  charging  passen- 
gers departing  Logan  Airport  up  to 
$2.50.  To  meet  a  Florida  tax,  departing 
passengers  must  pay  $1  for  the  same 
reason.  McCarran  Airport  in  Las  Vegas 
is  levying  the  equivalent  of  a  hefty 
$7.50  on  departures  for  airport  im- 
provements. The  airlines  in  turn  are 
trying  to  make  sure  passengers  know 
the  increases  are  not  part  of  the  fare.  So 
they  are  beginning  to  list  these  new 
items  separately,  as  surcharges. 
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The  sun  also  sets 

Cities  in  the  Sunbelt  have  bur- 
geoned in  the  last  20  years  and  are 
expected  to  keep  growing  for  the  next 
two  decades.  But  a  study  by  Arizona 
State  University  Professor  Patricia 
Gober  says  there  are  limits,  even  in 
the  sun.  For  example,  Gober  says,  the 
same  shift  from  inner  city  to  suburbs 
that  occurred  in  northern  cities  earli- 
er in  the  century  is  now  taking  place 
in  cities  like  Dallas  and  Atlanta.  Sun- 
belt cities  also  have  a  large  and  grow- 
ing underclass,  much  as  their  north- 
ern counterparts  did  20  years  ago, 
Gober  says.  But  since  the  sun  cities 
were  "never  bastions  of  social  wel- 
fare," she  goes  on,  they  are  unlikely  to 
provide  much  of  a  safety  net  for  that 
underclass.  If,  in  addition,  they  can- 
not assimilate  the  growing  number  of 
immigrants  flowing  in  from  Mexico 
and  Central  America,  their  historical- 
ly low  levels  of  service  in  education, 
transportation  and  job  training  could 
mean  trouble.  Finally,  while  the  re- 
gion offers  attractive  factory  sites  and 
a  good  market,  much  of  its  business  is 
run  from  the  outside.  In  Phoenix,  for 
instance,  the  largest  employers  are 
AT&T,  Sperry,  GTE,  Honeywell  and 
Motorola — all  based  in  the  North.  So 
growth,  Gober  concludes,  is  no  longer 
guaranteed. 


The  mouths  of  babes 

How  to  cut  the  federal  deficit? 
Prove  that  it  is  unconstitutional. 
Last  month,  in  the  name  of  the  coun- 
try's children,  the  National  Taxpayers 
Union  did  just  that.  The  $200  billion 
deficit  denies  equal  protection  to  the 
60  million  children  who  will  be  ineli- 
gible to  vote  in  the  next  congressional 
election,  the  Union's  class  action 
says.  "Every  $100  billion  in  debt  adds 
$5,000  per  child  per  lifetime  in  taxes 
to  pay  interest,"  says  William  Strauss, 


Jeff  Jacobson/Archive 


One  of  Uncle  Sam 's  debtors 
Taxation  without  representation? 


a  Union  attorney.  What  about  the 
Gramm-Rudman  deficit  reduction  act 
(which  is  itself  under  challenge)?  The 
Union  isn't  counting  on  it.  A  similar 
law,  passed  in  1978,  was  rescinded  by 
Congress  in  1981,  the  year  the  budget 
was  to  have  been  balanced,  Strauss 
notes.  Even  if  Gramm-Rudman 
works,  he  says,  the  U.S.  will  borrow  at 
least  another  $532  billion  in  the 
meantime.  Strauss  says  the  NTU  is 
dead  serious.  The  case  is  firmly 
grounded  in  constitutional  law,  he 
says,  and  on  recent  Supreme  Court 
decisions  that  there  must  be  some 
"rational  relationship"  between  gov- 
ernment decisions  and  the  citizens 
affected.  "What  we  have  is  a  whole 
generation  that  will  get  a  lot  less  from 
its  governmnent  because  it  has  to  pay 
the  debts  from  before,"  Strauss  says. 


The  gold  in  platinum 

Gold  and  silver  used  to  be  investors' 
touchstones.  Now  platinum  has 
joined  them.  An  estimated  220,000 
ounces  of  that  strategic  metal  were 
traded  for  investment  last  year,  up 
30%  from  1984  and  more  than  380% 
since  1982,  according  to  Johnson 
Matthey  Ltd.,  the  Toronto-based  man- 
ufacturer and  marketer.  Most  major 
brokerage  houses,  including  Merrill 
Lynch,  Dean  Witter  Reynolds,  Shear- 
son  Lehman  Brothers  and  Prudential- 
Bache,  have  begun  offering  platinum 
within  the  last  year,  according  to  the 
Platinum  Guild  International,  the 
trade  association.  Why?  For  one  thing, 
investors  are  betting  that  the  world 
production  of  2.8  million  ounces  a  year 
could  slow  down,  since  80%  of  it 
comes  from  South  Africa.  For  another, 
industrial  demand  is  rising.  Some  30% 
of  platinum  production  goes  into  cata- 
lytic converters,  which  are  required  on 
all  U.S.  and  Japanese  gasoline  engines 
and  will  soon  be  mandated  in  West 
Germany.  (Another  30%  goes  into 
jewelry,  and  40%  into  industrial  use 
and  investment  demand.)  Result: 
Since  last  March  the  price  of  platinum 
has  risen  59%,  from  $237  per  ounce  to 
$376.  That  beat  gold  (up  26%)  and 
silver  (up  12%). 


The  Kremlin's 
real  problems 

Mikhail  Gorbachev  has  more  to 
contend  with  than  galvanizing 
the  sluggish  Soviet  economy.  The 
U.S.S.R.  has  failed  regularly  to  meet 
the  Five-Year  plans  of  the  last  two 
decades,  but  the  country's  problems 
go  deeper  than  economics,  according 


to  a  study — based  on  Soviet  sources — 
by  the  Conference  Board,  the  New 
York  City-based  business  research 
group.  The  Soviet  mortality  rate,  for 
example,  rose  by  47%  from  1960  to 
1980,  from  7.1  to  10.4  per  thousand, 
according  to  Izvestiya,  the  government 
newspaper.  From  1964  to  1980  Soviet 
life  expectancy  shrank  from  67  to  62 
years.  What's  more,  the  decrease, 
which  centered  on  males  and  infants, 
was  attributed  to  alcoholism,  deterio- 
ration in  health  care,  traffic  accidents 
and  mishaps  in  the  workplace.  The 
Soviet  Union  Academy  of  Sciences 
said  recently  that  vodka  was  killing  a 
million  Soviets  a  year,  and  the  coun- 
try numbered  40  million  alcoholics 
among  its  280  million  people.  Small 
wonder  that  among  Gorbachev's  first 
acts  were  a  crackdown  on  drunken 
driving,  a  cut  in  vodka  production  and 
an  increase  in  the  drinking  age  from 
18  to  21.  These  moves,  the  Confer- 
ence Board  report  points  out,  take  on 
special  significance  with  the  realiza- 
tion that  10%  of  the  Soviet  govern- 
ment's income  is  from  alcohol  sales. 


Employees  for  rent 

An  estimated  200  companies  are  in 
«the  employee  leasing  business  in 
California  and  Texas,  where  the  idea 
of  hiring  permanent  workers  through 
subcontractors  started  about  ten  years 
ago.  Now  the  idea  has  jumped  to  New 
England.  In  less  than  a  year  Kathleen 
McCabe,  39,  has  accumulated  a  pay- 
roll of  $760,000  from  seven  compa- 
nies for  her  Windsor,  Conn. -based 
PayMaster  Employee  Leasing.  She  ex- 
pects to  cross  the  $1  million  mark 
soon.  The  idea,  which  lets  employees 
keep  their  jobs,  changing  only  the 
name  on  their  paychecks,  works  par- 
ticularly for  small  companies  that 
cannot  get  good  group  rates  on  health 
benefits,  McCabe  says.  It  also  cuts 
employee  turnover  rates,  she  adds. 
McCabe  had  been  a  leased  employee 
when  she  worked  for  a  sporting  goods 
manufacturer  in  Connecticut.  Her 
partner  was  a  direct  employee.  "When 
the  company  closed  its  doors  two 
years  ago,  my  partner  got  a  handshake 
and  I  got  a  pension  settlement,"  she 
says.  The  company  that  leased  her 
was  based  in  California,  so  McCabe 
decided  to  open  one  in  the  Northeast. 
"The  New  England  mind-set  is  differ- 
ent from  in  California  or  Texas,"  she 
says.  "It's  a  hard  sell.  But  when  they 
see  it  works,  it  becomes  convincing." 
The  cost?  The  salaries,  of  course,  plus 
25%  to  30%  for  benefits  and  pension 
fund,  and  6%  or  so  for  McCabe's  fee. 
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On  the  road,  an  impending  storm 
presents  a  special  challenge — one 
the  driver  of  a  Thunderbird  is  well- 
prepared  to  accept. 

Thunderbirds  electronically  fuel- 
injected  engine  provides  the  power. 
Steel-belted  radial  tires  and  rack 
and  pinion  steering  provide  the 
grip.And  for  further  stability  and 
road  control,Thunderbirds  shape 
helps  reduce  front  and  rear  lift. 

Inside,  you'll  find  the  appointments 
of  a  true  drivers  car.  Thunderbirds 
airflow  management  reduces  wind 
noise  and  helps  keep  the  windows 
clean.  Seating  areas  provide  lateral 
support  for  cornering.  And  to 
minimize  the  time  your  eyes  are 
off  the  road,  the  instrument  cluster 
provides  vital  information  at  a  glance. 

Of  course,Thunderbird  does 
have  its  limits;  it  cant  predict  the 
weather.  It  can,  however,  make 
dealing  with  a  storm  a  little  easier. 
You  can  drive  a  Thunderbird  at  your 
nearby  Ford  Dealer.  Have  a  nice  day 

3-Year  Unlimited  Mileage 
Warranty. 

The  new  3-year  unlimited  mileage 
warranty  covers  major  powertrain 
components  on  1986  Ford  cars. 
Warranty  is  limited  and  certain 
deductibles  applyAsk  to  see  the 
3-year  unlimited  mileage  warranty 
when  you  see  your  Ford  Dealer. 

Best-built  American  cars. 

"Quality  is  Job  1. "A  1985  survey 
established  that  Ford  makes  the  best- 
built  American  cars.This  is  based  on 
an  average  of  problems  reported  by 
owners  in  a  six-month  period  on 
1981-1984  models  designed  and  built 
in  the  U.S. 


Have  you  driven  a  Ford... 
lately?   


Follow-Through 


The  Court  versus  the  Fed 

At  the  end  of  1983  Paul  Volcker, 
■Federal  Reserve  Board  chairman, 
fired  a  shot  across  the  bows  of  the 
brokers,  insurers,  retailers  and  others 
that  were  steaming  into  interstate 
banking  through  "limited-service" 
subsidiaries.  Federal  law  bars  inter- 
state banking  as  well  as  mixing  com- 
mercial banking  with  corporate  un- 
derwriting. The  limited-service  banks 
allowed  the  newcomers  to  skirt  the 
barriers  by,  say,  accepting  deposits 
but  making  no  commercial  loans.  So  a 
Fed  order  in  December  1983  prohibit- 
ed limited-service  banks.  The  ques- 
tion was  whether  Volcker  had  any 
such  power.  "The  Fed,"  Forbes  re- 
ported, "doesn't  have  the  authority  to 
rewrite  the  definitions  contained  in 
an  act  of  Congress"  (Jan.  30,  1984). 

Last  month,  almost  to  the  day,  the 
Supreme  Court  unanimously  agreed, 
confirming  a  lower  court  opinion  that 
the  Fed's  grasp  had  exceeded  its  reach. 
"The  statute  may  be  imperfect," 
wrote  Chief  Justice  Warren  Burger, 
"but  the  Board  has  no  power  to  cor- 
rect flaws  that  it  perceives  in  the  stat- 
ute it  is  empowered  to  administer." 

Before  taking  the  law  into  his  own 
hands,  Volcker  had  tried  and  failed  to 
have  Congress  curb  the  wave  of  non- 
bank  banks.  The  Court  has  now  said 
that  Congress  alone  has  the  power  to 
do  it.  Meanwhile,  banks  and  non- 
banks  are  lining  up.  At  least  300  na- 
tional banks,  for  instance,  have  non- 
bank  applications  already  approved  by 
the  Comptroller  of  the  Currency. 


No  prison  break 

A year  ago  43-year-old  Tom  Beasley, 
(West  Point  '66,  had  made  a  major 
break  into  the  jail  business.  Using 
venture  capital  from  Massey  Burch  of 
Nashville,  Term,  (whose  Jack  Massey 
had  helped  build  Kentucky  Fried 
Chicken  and  Hospital  Corp.  of  Amer- 
ica), Beasley's  three-year-old  Correc- 
tions Corp.  of  America  had  contracts 
to  run  five  jails  and  detention  centers 
in  Tennessee,  North  Carolina  and 
Texas.  A  lawyer  with  assorted  busi- 
ness interests,  Beasley  figured  he 
could  make  8%  to  12%  on  revenues 
in  what  looked  like  an  expanding 
market  (Forbes,  Feb.  11,  1985). 

Last  fall  CCA  bid  to  take  over  the 
entire  7,700-prisoner  system  in  its 
home  state  of  Tennessee.  Things 


looked  right.  CCA's  early  investors 
included  the  wife  of  Republican' Gov- 
ernor Lamar  Alexander  and  Speaker  of 
the  House  Ned  Ray  McWherter,  the 
most  powerful  man  in  the  Democrat- 
controlled  legislature.  Beasley  had 
served  as  the  state's  Republican  Party 
chairman.  Tennessee  legislators 
seemed  to  trust  Massey. 

The  timing  looked  even  better 
when  a  federal  judge  ordered  the  state 
to  cut  its  prison  population  by  10%  by 
the  end  of  1985  or  turn  inmates  loose. 

CCA  planned  a  $250  million  capital 
investment,  including  construction  of 
two  500-inmate  prisons.  In  exchange 
it  wanted  responsibility  for  Tennes- 
see's prisons  and  its  entire  $200  mil- 


Benjamin  Ported  Archive 


Tom  Beasley  of  CCA 
In  the  holding  pen. 


lion-a-year  prison  budget.  CCA 
planned  to  raise  cash  by  going  public 
and  selling  tax-exempt  leases  on  the 
new  buildings.  And  Beasley  wanted  a 
guarantee  that  CCA  would  get  back 
its  capital  if  the  state  backed  out. 

Selling  the  idea  proved  tougher 
than  Beasley  thought.  "I  think  we 
may  have  overwhelmed  them,"  says 
Massey's  partner,  Lucius  Burch  III. 
"The  proposal  was  an  awesome  docu- 
ment." There  were  other  factors.  Leg- 
islators, some  of  whom  thought  the 
deal  too  sweet  for  CCA,  were  getting 
heat  from  civil  service  prison  employ- 
ees to  reject  it.  CCA's  lobbying  proved 
counterproductive.  "They  had  every 
lobbyist  in  America  up  here,"  says  a 
legislative  aide.  Result:  Needed  legis- 
lation never  came  out  of  committee. 

But  Massey  and  his  fellow  investors 
are  not  giving  up.  CCA,  with  $24  mil- 
lion in  capital,  still  hopes  to  win  the 
chance  to  manage  one  of  two  new 
500-inmate  maximum  security  pris- 
ons slated  for  construction. 

Meanwhile,  the  company  has  ac- 
quired two  more  jails,  for  a  total  of 
seven  in  four  states.  It  expects  to 
break  even  in  June  on  annual  rev- 


enues of  about  $13  million.  (Plans  to 
go  public  are  still  pending.) 

Burch  and  Massey  like  the  private- 
prison  idea  so  much  they  are  raising 
$3  million  in  equity  to  start  another 
company,  Corrections  Associates 
Inc.,  to  give  the  still  novel  concept 
more  credibility. 


The  Teamsters'  good  name 

Tlhe  Teamsters'  Central  States  Pen- 
sion Fund,  biggest  in  the  country, 
had  a  long  history  as  a  sink  of  scandal 
when  Kansas  City  banker  George 
Lehr  was  tapped  to  run  it  in  October 
1981.  Two  years  later  its  assets  had 
risen  from  $3.3  billion  to  $4.7  billion, 
helped  by  a  rising  stock  market  and 
the  private  fiduciary  management  of 
Equitable  Life.  It  was  a  "new  day," 
Lehr  said,  though  the  fund  was  and  is 
still  required  to  have  as  its  fiduciary  a 
private  bank,  insurance  company  or 
investment  house  (Forbes,  Follow- 
Through,  Dec.  19,  1983). 

Since  then  the  fund  has  continued 
to  grow.  Last  year,  under  Morgan 
Stanley's  management,  assets  rose  by 
$1.2  billion,  to  $6.4  billion.  "We've 
solved  all  the  problems  of  the  past," 
Lehr  says.  "We're  a  model  pension 
fund  today."  (Last  month  the  fund 
closed  its  last  Las  Vegas  casino  loan; 
in  1976  these  totaled  $249  million.) 

Now  Central  States  has  been 
brushed  by  scandal  again,  this  time  as 
a  victim.  Last  month  Lehr  announced 
that  the  FBI  was  looking  into  a  scam 
in  three  major  cities  where,  he  says, 
"persons  have  apparently  been  using 
the  name  of  the  pension  fund  to  make 
spurious  'loan  commitments'  to 
would-be  borrowers."  The  FBI  would 
not  elaborate,  but  Lehr  says  the  trick 
had  been  tried  in  at  least  six  states. 
People  posing  as  representatives  of 
the  Teamsters'  fund  have  taken  at 
least  $800,000  in  fees  from  individ- 
uals and  "major  companies"  for  mak- 
ing bogus  loan  commitments.  "We 
are  very  anxious  to  let  people  know 
not  to  play  games,"  Lehr  says,  "be- 
cause we  are  one  of  the  easiest  ways  of 
getting  a  message  to  the  FBI." 

The  fund  doesn't  make  loans,  nor 
does  its  manager,  Morgan  Stanley. 
"The  first  we  ever  heard  about  the 
[phony]  commitments  was  when  bor- 
rowers called  up  and  asked  us  how 
their  loans  were  coming,"  says  a  fund 
spokesman.  "It  doesn't  involve  us  ex- 
cept that  people  are  using  our  name." 
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A  slight 

exaggeration 


The  Sloppy  Floppy. 

It's  sealed  with  only  a  spot  here.  A  spot 
there.  Leaving  most  of  each  edge  unsealed.  And 
unprotected. 

Those  unsealed  edges  can  pucker.  Bulge. 
Warp.  They  can  jam  your  disk  drive.  And  lose 
your  data. 

That's  why  we're  hammering  on  the  other 
disks.  Because  those  floppies  are  sloppy. 


The  Memorex*  Flex  Disk. 

We  seal  every  inch  of  every  edge.  Completely. 
With  a  remarkable  process  we  developed 
just  for  the  job.  We  call  it  Solid  Seam  Bonding. 

And  the  point  of  all  that? 

A  better  edge  for  your  disk.  A  Memorex  disk 
resists  puckering,  bulging  and  warping.  Resists 
all  the  things  that  can  jam  your  computer's  disk 
drive.  Ruin  its  drive  head.  And  lose  data  that 
took  you  hours— or  days— to  enter. 

Why  make  a  disk  this  good?  Because  inside 
is  a  storage  media  so  good  that  we  certify  it 
to  be  100%  error-free. 

If  you  want  the  edge  of  safety,  ask  for 
Memorex.  Use  anything  less  and  you'll  be  chew- 
ing your  nails. 

And  that's  no  exaggeration. 

For  more  information  about  the  full  line  of 
Memorex  flex  disks,  printer  ribbons,  paper, 
envelopes,  labels  and  other  computer  supplies, 
call  this  toll-free  hot  line:  800-222-1150.  In 
Canada,  1-800-268-9886.  In  Alaska,  call  800- 
342-5124. 


Memorex  is  a  registered  trademark  of  Memorex  Corporation. 
MEMOREX  HAS  THE  EDGE  is  a  trademark  of  Memorex  Corporation. 
■61986  Memorex. 
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j  MEMOREX 

MH  HAS  THE  EDGE 


INVEST  IN 
A  MOTION 
PICTURE 


Readers  Say 


ACTION  •  AVIATION  •  ADVENTURE 

VERY 
HIGH  PROFIT 

potential.  Fast  turnaround.  Dis- 
tribution set.  Need  $2,625,000. 
Fascinating  package.  Be  a  part 
of  a  picture  to  be  released  in 
theatres  nationally.  Minimum 
investment,  $75,000.  Qualified 
investor/brokers  only. 
CALL  FRED  MAY 


(213)  874-3741 


Fighting  cliches 

Sir:  I  love  your  New  Year's  resolution 
on  your  linguistic  hit  list  ("Out,  out 
foul  phrases,"  Side  Lines,  Jan.  27).  May 
I  suggest  you  add  "early  on"  and  "at 
this  point  in  time?" 
— Lou  Church 
Pompano  Beach,  Via. 

Sir:  A  few  pages  beyond  your  com- 
ments I  found  a  reference  to  the  "larg- 
est single  market  for  diagnostic  test- 
ing." As  opposed  to  the  largest  double 
market? 

— Michael  S.  Roberts 
Bethesda,  Md. 

Sir:  I  hope  your  complete  list  includes 
"spiral  upward"  to  mean  "rise"  or 
"ascend." 

— Donald  F.  Chichester 
Gainesville,  Fla. 

Sir:  Why  don't  you  knock  off  "not  to 
worry,"  which  Forbes  used  elsewhere 
in  the  same  issue? 
— Charles  V.  Cable 
Strongsville,  Ohio 

Sir:  Permit  a  dissent  with  respect  to 
the  use  of  "sea-change."  Shakespeare 
provided  an  evocative,  compelling, 
timeless  image.  If  your  writers  bor- 
rowed more  from  the  Bard,  perhaps 
they  wouldn't  have  to  resort  to  hack- 
neyed nonsense  like  "downside  risk." 
One  final  note.  Your  editor  said 
"share  with  you";  please  add  such 
psychobabble  to  your  hit  list. 
— Michael  H.  Dougherty 
Herndon,  Va. 

Sir:  The  advantages  of  being  The  Boss 
were  delightfully  evident  in  the  Jan. 
27  issue,  when  MSF  referred  to  cus- 
tomers' getting  their  money's  worth 
from  their  "pricey  overnight  pad" 
(Fact  and  Comment,  Jan.  27) — a  mere 
13  pages  after  readers  were  assured 
the  word  "pricey"  had  been  stricken 
from  Forbes'  vocabulary.  The  acuity 
of  your  proofreading  staff  is  tempered 
with  the  instinct  for  survival. 
—Jeffrey  S.  Menkes 
Chicago,  III 

I  should  hare  said  "priceful. " — MSF 


Swatch  out! 

Sir:  The  Swatch  watch  phenomenon 
is  neither  a  "gimmick"  nor  a  "gag" 
("Swatch  switches,"  Jan.  27).  It  is  a 


synthesis  of  state-of-the-art  Swiss  I 
technology  (Swatch  watches  are  man- 
ufactured by  means  of  advanced 
robotics),  high  fashion  and  daring 
marketing  strategy.  The  "timepiece"  i 
is  out.  The  watch  as  an  accessory  to 
your  wardrobe  is  in. 

Each  and  every  Swatch  product 
combines  the  same  qualities  of  high 
technology  and  up-to-date  fashion 
seen  on  the  watches. 
— Arne  Bey 
President, 

Graphic  Shirt  Systems 
Rumson,  N.J. 


Swatch  products — a  fad? 


Full  disclosure 

Sir:  Re  "  'Agatha'  brings  to  mind 
when  Cosmpolitan  ran  its  first  nude 
centerspread.  .  .  ."( Fact  and  Comment, 
Jan.  13).  Good  thing  your  editors  did 
not  respond  favorably  to  your  query  of 
centerspreads  of  corporate  CEOs.  I 
shudder  to  think  what  would  have 
happened  to  Forbes'  reputation,  to 
say  nothing  of  the  stock  market,  with 
such  corporate  bareness  exposed. 
—John  D.  deButts 
Former  chairman,  AT&T 
Upperrille,  Va 


Not  steeling  away 

Sir:  The  story  on  Inland  Steel's  efforts 
to  cope  with  the  difficult  circum- 
stances in  the  domestic  steel  industry 
(Dec.  30,  1985)  indicates  that  U.S. 
Steel  is  "giving  every  indication  of 
abandoning  steelmaking  altogether." 
This  is  a  misconception. 

Since  the  acquisition  of  Marathon 
Oil  Co.  in  early  1982,  U.S.  Steel  has 
become  a  substantially  larger  player 
in  the  domestic  steel  industry,  wheth- 
er measured  by  participation  in  raw 
steel  production  or  in  the  sale  of  fin- 
ished steel  products.   During  that 
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same  period,  under  the  leadership  of 
Tom  Graham,  our  steel  segment  has 
become  a  world  leader  in  productivity 
(measured   by   man-hours   per  ton 
shipped)  and  has  continued  an  aggres- 
sive investment  program.  Projects 
that  have  been  completed  or  approved 
in  the  last  four  years  represent  a  cap- 
ital commitment  of  $3.8  billion. 
— W.  Bruce  Thomas 
Vice  Chairman-Administration 
and  Chief  Financial  Officer, 
United  States  Steel  Corp. 
Pittsburgh,  Pa. 


Cheap  paper 

Sir:  Your  Jan.  13  Report  on  American 
industry  states  "Polyethylene  plastic, 
for  example,  is  rapidly  replacing  un- 
bleached kraft  paper  for  sacks."  Paper 
grocery  sacks  still  account  for  about 
90%  of  the  market.  We  believe  paper's 
share  has  held  because  consumers 
prefer  paper  and  paper  is  less  expen- 
sive than  plastic  when  the  total  cost 
of  packaging  is  considered. 
— David  H.  Carleton 
Manager, 

American  Paper  Institute,  Inc. 
New  York,  NY. 


Profitable  advice 

Sir:  Ben  Weberman's  interest  rate  pre- 
dictions have  been  right,  and  I  have 
profited  handsomely  on  zero-coupon 
bonds,  as  well  as  on  others.  For  exam- 
ple, we  bought  a  14% -2006-1 1  bond  at 
56,  and  today  it  is  almost  140,  and 
that  is  in  less  than  half  a  year. 
— S.J.  Bandawat 
President, 

Carsonville  Metal  Products  Co. 
Carsonville,  Mich. 


Real  P/E 

Sir:  Luskin's  Inc.  is  not  selling  at  17 
times  current  earnings  (Dec.  30,  1985 J. 
Luskin's  sells  at  9  P/E. 
—J.  Edmund  Colloton 
New  York,  NY. 


No  fan  of  Gotham 

Sir:  MSF's  question  (Dec.  30,  1985) 
"Can  anyone  who  is  someone  in  busi- 
ness— or  intends  to  be — go  through 
life  without  ever  going  to  New  York?" 
is  easily  answered:  Yes,  if  he  plans 
carefully  and  is  very  lucky. 
— Richard  E.  Langford 
DeLand,  Fla. 
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THIS  IS  THE  AD 
YOUR  BROKER  HOPES 
YOU  WON'T  READ. 


Because  with  Fidelity  USA,  not  only  can  you  save  up  to 
75%  on  stock  brokerage  commissions  every  time  you 
trade*,  but  you  can  also  get  complete  asset  management 
account  benefits:  securities  trading  with  24-hour  order 
entry  access,  margin  borrowing,  unlimited  checking, 
optional  credit  card,  mutual  funds  and  more  -  in  one 
account.  And  a  free  subscription  to  our  monthly  publication, 
Capital  Ideas. 

All  cash,  dividends  and  proceeds  in  your  account  are 
automatically  invested  in  your  choice  of  a  taxable  or  tax- 
exempt  money  market  fund  earning  high  current  yields. 

You  also  have  access  to  Fidelity's  40  performance-driven 
mutual  funds. 

And,  to  tie  it  all  together,  the  comprehensive  USA 
ultra-statement  sums  up  your  entire  Fidelity  relationship 
each  month. 

For  more  complete  information,  call  for  a  free  prospec- 
tus, which  describes  all  management  fees,  expenses  and 
the  low  monthly  account  fee.  Please  read  the  prospectus 
carefully  before  investing  or  sending  money. 
FIDELITY 

■  B;S»  ==a  ULTRA 
=  imn  SERVICE 
~^'^=  =  ACCOUNT 

FIDELITY  INVESTMENTS 

Fidelity  Distributors  Corporation  (General  Distribution  Agent) 
Box  832,  82  Devonshire  St.,  Boston,  MA  02103 

Offices  in  28  cities  nationwide. 

l~800-54f6666 

In  Mass.  call  collect  (617)  523-1919 


*As  compared  to  full-cost  firms  which  may  provide  investment  recommendations. 
Minimum  commission  $33.  Member  New  York  Stock  Exchange,  Inc.  and  S1PC. 
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WANG  SOLUTIONS 


How  to  Make 

a  Lor  of  IBM  PCs  a  Whole 

Lot  Smarter. 


A  serious  prob 
lem  is  spreading 
across  the  desk- 
tops of  American 
business. 

It's  the  PC 
glut -a  prolif- 
eration of  PCs, 
most  of  them  from 
IBM,  that  are  not  communicating 
with  each  other  or  functioning  as 
part  of  a  total  corporate  informa- 
tion system. 

Fortunately,  there  is  a  solu- 
tion. A  solution  that  will  protect 
your  investment  in  IBM  PCs  by 
turning  them  into  more  produc- 
tive workstations. 

That  solution  is  the  Wang  VS. 

WANG  CAN  MAKE  YOUR 
IBM  PCS  WORK  A 

WHOLE  LOT  HARDER. 

The  Wang  VS  is  a  fully  com- 
patible, easily  upgradeable  family 
of  computers.  They  provide  an 
array  of  departmental  and 
industry-specific  software  appli- 
cations, and  the  ability  to  manip- 
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ulate,  format  and  distribute 
data,  text,  image  and  graphics 
from  PC  to  mainframe. 

By  simply  tying  your  IBM 
PC  to  a  Wang  VS,  you've  got 
immediate  access  to  corporate 
information,  integrated  data 
processing,  office  automation 
and  networking. 

HOWTOTIEITALL 
TOGETHER. 

The  Wang  VS  system  comes 
with  a  variety  of  flexible  net- 
working options  that  make  your 
local  and  remote  IBM  PCs 
more  valuable. 

With  WangNet,  Wang's  local 
area  network,  your  IBM  PCs  can 
not  only  communicate  with  each 


other,  but 
with  any 
other  PC  par- 
ticipating on 
the  network. 
And  Wang  can 
even  add  value  to 
your  standalone  IBM 
PCs.  Because  Wang 
Word  Processing,  the  industry 
standard,  is  now  available  for  the 
IBM  PC. 

CALL  FOR  THE 
WANG  SOLUTION. 

There's  a  lot  more  to  the  Wang 
desktop  solution  that  can  keep  your 
IBM  PC  investment  protected  and 
your  corporate  information  moving. 
For  more  information,  call  us  at 
1-800-225-9264. 

Do  it  today.  Before  the  PC  glut 
gets  the  better  of  you. 


WANG 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHEN  THOSE  SEVEN  SPACE  BOUND  HEARTS  IN  ONE  EXPLOSIVE  INSTANT 


ceased  their  mortal  beats,  the  sight  stunned  us  all  to  a 
depth  that  hasn't  been  so  plumbed  since  President  Kenne- 
dy's assassination. 

After  56  successful  manned  flights,  we'd  come  to  marvel 
less  at  the  wonder  of  it  all;  to  be  ever  less  aware  of  the 
enormity  of  the  dangers;  to  take  almost  for  granted  the 
shuttle  stage  of  the  space  age  that  our  relatively  tiny  planet 
Earth  is  now  into. 


America's  heart  has  gone  out  to  the  near  and  dear  of  the 
Seven.  But  we've  in  no  way  lost  heart  for  the  awesome 
challenge  that  we  face. 

Consciously  or  unconsciously,  hardly  any  American  is 
unaware  that  freedom  on  Earth  is  now  totally  entwined 
with  our  capacity  to  push  on  and  farther  out  into  the  vast 
frontiers  of  space. 

Those  deaths  were  not  in  vain. 


GOVERNOR  CUOMO  IS  THE  BEST  HAPPENING  THE  DEMOCRATS 


have  enjoyed  for  many  long  years.  Despite  the  hubbub  over 
his  misfire  re  the  word  "Mafia."  Despite  the  "indignation" 
by  some  pundits  over  the  Governor's  confronting  the 
ethnic-and- Catholic  "can't  win"  whispers.  Despite  the 
flap  over  his  granting  clemency  to  a  man  serving  a  25-year- 
to-life-imprisonment  term  for  murder. 

Not  since  Hubert  Humphrey  has  a  political  heart  beat 
with  such  genuine  compassion.  But  he  combines  deep 
caring  with  a  sound  concern  for  New  York's  burdened 
taxpayers.  The  icing  on  the  Cuomo  cake  is  the  New  York 
Governor's  ability  to  articulate  the  American  dream, 
American  ideals.  He  addresses  and  reaches  the  goodness, 

i  the  decency  that  resides  in  the  souls  of  his  countrymen. 
Of  course,  he's  no  slouch  as  a  politico.  To  hear  him 

1  tell  it,  you'd  think  President  Reagan's  unyielding  deter- 
mination to  cut  and  not  raise  taxes,  to  shuck  as  much 


federal  bureaucracy  and  red  tape  as  possible,  to  reform 
our  special-interest-studded  tax  quagmire  is  all  a  form  of 
heartless  villainy.  Such  baloney  is  a  staple  of  every 
political  diet. 

But  the  Governor  tackles  some  tough  ones  head-on — for 
instance,  his  recent  proposals  for  guidelines  on  the  termi- 
nally ill  are  courageous  as  well  as  sensible.  Incidentally, 
I'm  glad  that  his  son  Andrew  is  now  in  a  position  to  be 
back  being  his  Dad's  closest  adviser. 

For  the  Democrats,  it  now  appears  that  Cuomo's  going 
to  be  the  hot  one  in  1988. 

Gary  Hart's  so  burdened  by  debt  from  his  last  run, 
getting  a  full  head  of  steam  up  again  won't  be  easy. 

New  Jersey's  Rhodes  scholar,  basketballer  Senator  Bill 
Bradley  is  the  not-sleeping  sleeper.  His  chance  to  make  his 
White  House  basket  is  by  no  means  far  out. 


HENRY  KISSINGER  WOULD  HAVE  BEEN  NUTS 

to  run  against  Mario  Cuomo  for  New  York's  governorship.  And  Henry  ain't. 

REMEMBER  WHEN  "GUERRILLAS"  WERE  A  KREMLIN  MONOPOLY? 


Armed  insurgents— "freedom  fighters"  in  Kremlin  jar- 
gon— were  trained,  nursed,  supplied  by  Moscow  to  under- 
mine, upend  unfriendly  governments  in  unstable  states. 
Whether  these  governments  were  democratic  or  dictato- 
rial was  of  no  matter  if  they  were  not  Red. 

Now  look  at  the  shoe's-on-the-other-foot  scene:  In 


Afghanistan,  in  Angola,  in  Cambodia  and  Nicaragua 
freedom  fighters  really  are.  These  anti-Kremlin  guerrillas 
have  survived  the  fiercest  wipe-out  efforts  by  Russia 
directly,  as  in  Afghanistan,  by  Russia's  Vietnamese 
butchers  in  Cambodia  and  by  its  governing  minions  in 
Angola  and  Nicaragua. 
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IN  A  SMALL  COUNTRY,  A  BIG  BANK  GROWS  ON  GUTS  AND  VISION 


Sometimes  the  world's  biggest,  most  famed  banks  seem 
to  lack  both.  Ofttimes,  some  would  say.  But  there's  a  less 
known,  less  mammoth  bank  in  a  distant,  beautiful  land 
that's  a  bright  beacon  beckoning  investment  from  afar  as 
well  as  near.  Thailand's  Bangkok  Bank  in  four  decades 
has  grown  from  tiny  to  the  largest  in  Southeast  Asia. 

Achieving  credibility,  maintaining 
stability  in  a  small  country  of  limited 
resources  and  limitless  problems  in  a 
bloodily  volatile  area  of  the  globe  is  quite 
extraordinary.  Reaching  economic  emi- 
nence in  a  Southeast  Asia  that  has  its 
share  of  financial  eminences  in  the  likes 
of  Singapore  is  not  easily  done. 

And  easy  didn't  do  it.  Consistent,  re- 
lentless hard  work,  combined  with  fore- 
sight, has  done  it.  And  when  you  come  to  know  CEO 
Amnuay  Viravan  and  his  colleagues,  you  understand  that 
no  miracles  were  involved.  It  took  and  takes  total  dedica- 
tion and  long  hours,  combined  with  intelligently  imagina- 
tive investing  and  gutsy  economic  advocacy.  These  are 
qualities  not  all  too  prevalent  in  the  developed  countries, 
and  even  less  developed  in  the  developing  countries. 

Read  these  bits  from  the  Bangkok  Bank's  latest  annual 
report: 

"The  government  should  speed  up  the  issue  of  land 
title  deeds  as  an  incentive  for  the  farmers  to  value  and 
improve  their  land.  Similarly  a  nominal  charge  should  be 
placed  on  irrigation  water  to  ensure  that  it  is  not  used 
irresponsibly  and  so  that  the  number  of  farmers  who  can 


benefit  from  the  government's  huge  investment  in  irriga- 
tion can  be  maximized." 

"A  1981-  study  shows  how  our  investment  in  human 
resource  development  has  been  misdirected.  .  .  .  Our  edu- 
cation system  failed  to  create  the  skills  required  by  the 
growing  economy.  Therefore  to  reverse  these  trends  popu- 
lation growth  should  be  kept  in  propor- 
tion to  economic  growth  by  a  family 
planning  system,  and  a  practical  educa- 
tional system  which  trains  and  educates 
the  population  to  meet  the  demands  of  I 
the  economy  should  be  introduced." 

"High  demand  for  Thailand's  forestry 
products,  rapid  increase  in  population, 
and  poor  conservation  have  led  to  de- 
structive exploitation  of  this  country's 
once  extensive  jungles.  .  .  .  Illegal  logging  denudes  3  mil- 
lion rai  of  forest  each  year  while  less  than  1  million  rai  is| 
replanted.  .  .  .  Private  investment  in  afforestation  must  be 
encouraged  through  legislation." 

"The  government  protected  import-substitution  indus- 
tries by  imposing  high  tariffs  on  imports  competing  with 
them  and,  at  the  same  time,  provided  tax  exemption  for 
imported  raw  materials  and  capital  goods. 

"With  such  protection  and  tax  exemptions  the  import- 
substitution  industries  made  no  effort  to  increase  efficien- 
cy to  survive.  The  situation  was  the  opposite  in  export- 
oriented  industries,  as  they  had  to  compete  in  the  world 
market  and  strive  hard  to  increase  productivity  so  as  to  cut 
costs  of  production." 


RESTAURANTS— GO,  ,  STOP 


•  Jama— 154  East  79th  St.  (Tel:  772-6800).  Mesquite 
grilling,  innovative  sauces,  nouvelled  vegetables  and  superb 
French  fried  potatoes  have  made  Jams  an  instant  success. 
Two  experienced  Californians  have  created  this  spartanly 
white,  differently  delicious  restaurant.  To  wine  authori- 
ties— the  selection  is  extensive  but  not  inexpensive. 

•  Cafe  Marimba — 1115  Third  Ave.,  entrance  on  65th 
St.  (Tel:  935-1161).  At  last,  a  first!  A  first-rate  Mexican 
restaurant  in  New  York  City.  Sparkling  white,  spacious, 
with  stunning  Mexican  arts  and  crafts,  in  taste  as  fine  as 
the  traditional,  as  well  as  inventive,  Mexican  menu.  Here, 
for  once,  mesquite  warrants  its  keep.  The  gamut,  from 
frozen  margaritas  to  Gorditas,  is  reasonable  in  price.  Hot- 
ness  isn't  overdone;  the  arrays  on  the  plate  are  attractive, 
and  you're  tended  to  with  lively  enthusiasm. 

9  Castellano—  138  West  55th  St.  (Tel:  664-1975).  For  a 
while,  glitteringly  In.  Understandably,  now  almost  Out. 

Amsterdam's  Grand— 454  Broadway  (Tel:  925- 
61661.  Young  up-and-comers  flooded  uptown  Amster- 
dam's. When  many  of  these  capitalist  hustlers  went 


south,  Amsterdam's  opened  this  second  one.  Here  these 
jukebox-feeding,  suspendered  sophisticates  get  excellent 
food,  which  isn't  always  the  case  at  their  favorite  feeding 
stations.  This  Amsterdam's  straightforward  menu  fea- 
tures rotisserie  grilled  chicken,  fine  French  fries,  snappy 
vinaigrette  salad,  tasty  roasted  Norwegian  salmon,  shell 
steaks  and,  as  an  appetizer,  prawns  for  the  shelling. 
You'll  enjoy  yupping  here. 

Fiorella— 1081  Third  Ave.  (Tel:  838-7570).  The  at- 
tractive facade  of  this  Italian  restaurant  in  the  Blooming- 
dale's  district  conceals  a  very  large  operation.  When  it's 
full,  which  is  often,  the  wait  between  courses  is  longer 
than  the  results  warrant. 

•  Fortune  Garden  Pavilion — 209  East  49th  St.  (Tel: 
753-0101).  Without  doubt  the  most  attractive  Chinese 
restaurant  in  the  Big  Apple.  Dramatic  skyscraper  view 
through  the  skylight,  a  quietly  chic  decor,  with  more 
unusual  than  usual  Chinese  fare.  Attractive  cuisine,  atten- 
tive service.  More  expensive  than  the  rest  of  the  genre — 
though  the  pleasant  wine  list  is  pleasantly  reasonable. 
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•  Manhattan  Ocean  Club— 57  West  58th  St.  (371- 
7777).  Based  on  some-time-ago  experiences,  we  red-ed  this 
Club  in  our  year-end  round-up.  The  following  letter, 
which  I  think  you'll  agree  is  uniquely  compelling,  brought 
us  back  again: 

"For  the  last  20  years,  I  have  had  the  rewards,  aggra- 
vation, pleasures  and  anxieties  of  being  a  restaura- 
teur in  New  York  City.  I  never  argue  with  critics  on 
the  grounds  that,  in  my  business,  'If  you  can't  stand 
the  heat,  get  out  of  the  kitchen.'  But  it  was  with 
absolute  horror  and  amazement  that  I  found  The 
Manhattan  Ocean  Club  [rated  red  in  Forbes'  year- 
end  review]. 

"My  chef,  Steve  Mellina,  who  studied  at  Le  Cordon 
Bleu  in  Paris  and  worked  in  France  under  Michel 
Guerard,  is  one  of  the  most  creative  young  chefs  in  the 


city.  My  pastry  chef,  Kurt  Kettman,  has  been  called 
'unique,'  'fantastic'  and  'exciting'  by  Gourmet  maga- 
zine and  the  New  York  Times.  Recently,  Esquire 
magazine  called  The  Manhattan  Ocean  Club  one  of 
the  best  100  new  restaurants  in  the  U.S.  These  people 
have  been  in  place  for  about  14  months  .  .  .  perhaps 
your  visit  was  before  they  came  on  board? 

"While  The  Manhattan  Ocean  Club  is  doing  ex- 
ceedingly well  and  is  receiving  rave  reviews  from 
almost  all  its  customers,  to  have  a  'red  mark'  against 
it  from  a  magazine  as  distinguished  as  yours  is  quite 
unpalatable  to  both  me  and  150  employees.  I  implore 
you  to  return  under  any  guise  or  disguise  to  recheck 
what  I  believe  may  be  a  gross  mistake  in  judgment." 
Return  visits  justify  Mr.  Stillman's  confidence  rather 
than  our  early  experience.  Green's  the  word. 


HOW  ABOUT  THAT— HOT  AIR'S  IN! 


In  balloons,  that  is.  A  recent  Roper  poll  showed  that,  of  all 
'the  vehicles  that  can  get  people  off  the  ground,  more 
Americans  prefer  to  take  a  flight  in  a  hot  air  balloon  than  in 
the  supersonic  Concorde,  a  private  plane  or  glider.  Only  by 

IF  YOU  WANT  THE  ANSWER 

ask  the  question. 


two  percentage  points  do  helicopters  nose  us  foggy  Phil- 
eases  out  for  first  place  in  the  hearts  of  our  countrymen. 

That's  nice  to  know,  since  we're  so  used  to  being  consid- 
ered far-out  for  putting  hot  air  to  use. 

IF  YOU  FEEL  BETTER 

you  are. 


BOOKS 


8  Treasures  of  the  Library  of  Con- 
gress— by  Charles  A.  Goodrum 
(Harry  N.  Abrams,  Inc.,  $50).  This 
gives  you  an  opulent  inkling  of  the 
76  million  things  that  constitute 
Washington's  less  ephemeral  trea- 
sury. Author  Charles  Goodrum 
gives  a  sense  of  the  extraordinary 
whole  by  dusting  off  a  range  of  captivating  examples.  His 
great  volume  gives  this  vast  storehouse  a  warm  human 
dimension. 

Excerpts:  From  the  foreword  by  Daniel  Boorstin:  How 
could  we  pretend  to  make  a  truly  national  library  for  our 
United  States  unless  we  collected  in  the  languages  that 
millions  spoke  when  they  arrived — and  still  arrive — on 
these  shores!  In  the  U.S.,  of  all  nations  on  earth,  our 
national  library  (like  our  people)  must  be  international.  .  .  . 
The  Library  of  Congress'  18  million  volumes  are  only  one- 
quarter  of  our  items.  Some  of  our  most  valued  and  most 
remarkable  treasures  are  not  manuscripts  or  books  at  all. 
The  wonderful  miscellany  that  comprises  three-quarters  of 
our  inventory  includes  maps,  musical  recordings,  litho- 
graphs, posters,  photographs,  motion-picture  films,  com- 
puter tapes,  microforms,  and  numerous  other  formats.  .  .  . 
From  author  Charles  Goodrum:  The  Library  is  the  largest 
collection  of  stored  knowledge  in  the  world.  It  is  indeed  the 
storehouse  of  the  national  memory,  and  in  its  totality 
becomes  in  fact  the  world's  greatest  encyclopedia  of  every- 
thing known  by  Western  man  to  date. 


Times  Square:  45 
Years  of  Photogra- 
phy— by  Lou  Stoumen 
(Aperture,  $15).  The 
Times  Square  that  was 
a  mecca  to  us  teenagers 
of  50  years  ago  is  vivid- 
ly contrasted  pictorial- 
ly  with  today's  same  sites  and  scenes.  Lou  Stoumen  has 
devoted  much  of  his  talented  life  to  picturing  the  world's 
most  famous  crossroads.  Of  those  pre-WWII  days  that  are 
still  vivid  in  the  minds  of  many  of  us,  he  writes:  "Men 
wore  hats.  Women  wore  skirts.  Teenagers  seemed  to  be- 
have. Couples  stayed  married.  Practically  everybody  in 
Times  Square  was  white  or  middle  class  or  snooty  rich 
come  to  the  theatah." 

Excerpt:  (See  picture.)  News  Bulletins:  In  1 940  Europe  was 
already  at  war  with  Nazi  Germany.  The  U.S.  was  still  at 
peace.  In  the  late  afternoon  each  day  Times  Square  office 
workers  would  descend  to  the  pavements  to  read  the  latest 
war  bulletins  from  London  and  Moscow.  Sartorial  note: 
Most  men  those  days  wore  suits,  neckties  and  especially 
hats.  They  all  looked  like  George  Raft  or  FBI  agents. 
Sociological  note:  Where  are  all  the  women!  If  you  look 
closely  you'll  find  two  (under  their  hats).  And  no  Blacks  or 
Latinos.  In  those  days  minorities  stayed  in  Harlem  unless 
they  had  jobs  in  restaurants,  hotels  or  the  railroad  station. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Where's  the  Fire? 

One  Mitford  grandfather  once 
roused  the  hotel  he  was  staying  in  by 
bawling  "Fire!"  When  asked  where 
the  fire  was,  he  said  "that  was  what 
he  wanted  to  know  as  he  had  asked  for 
one  in  his  sitting  room  at  6  a.m." 

— review  of  The  House  of  Mitford, 
by  Jonathan  and  Catherine  Guinness, 
New  York  magazine 

Diverse  But  Not  Divisive 

It  was  thought  after  the  election  of  a 
Catholic  in  1960  and  of  a  Southerner 
in  1976  that  we  had  put  aside  region- 
al, ethnic  and  religious  bias,  but  here 
it  is  again,  and  fortunately  [N.Y.  Gov- 
ernor Mario]  Cuomo  has  nailed  it  ear- 
ly. He  did  precisely  what  Jack  Kenne- 
dy did  in  the  1960  campaign. 

Mr.  Cuomo  went  to  Texas  too.  He 
made  a  speech  to  an  audience  half 
Anglo  and  half  Mexican-American. 
"I  don't  think  the  view  of  America 
from  South  Jamaica  in  Queens,"  he 
said,  "is  much  different  from  San 
Antonio's  West  Side.  There  was  the 
same  aching  to  belong  in  both 
places.  .  .  . 

"I  think  I  know  how  hard  that  must 
have  been  [for  Representative  Henry 
Gonzalez  of  San  Antonio]  at  first,  as  a 
boy  going  to  school  where  the  lan- 
guage was  not  the  language  of  his 
home,  where  the  words  sounded  hard- 
edged  and  tight  compared  to  the  roll- 
ing, rounded  rhythms  of  his  mother 
and  father's  tongue. 

"I  think  I  know  because  the  words 
sounded  so  different  for  me  from  the 


world  of  the  Italian  blocks  of  South 
Jamaica,  where  passion  and  pride  and 
powerlessness  all  lived  together  and 
people  talked  with  their  hands  and 
their  hearts." 

This  was  the  theme  of  his  speech  at 
the  nominating  convention  of  1984 — 
not  the  politics  of  region,  race  and 
religion  but  the  politics  of  "inclusion." 

— James  Reston, 
syndicated  columnist 

No  End 

In  the  last  decade,  the  Library  of 
Congress  has  received  three-quarters 
of  a  million  new  sheet  maps  of  the 
surface  of  the  Earth— 75,000  a  year 
without  even  noting  the  new  charts  of 
astronomical  bodies  that  are  being  pro- 
duced from  the  space  exploration  data 
coming  in.  If  "of  making  many  books 
there  is  no  end,"  consider  maps.  The 
unbroken  stream  of  maps  from  Ptol- 
emy to  NASA  increases  endlessly  and 
(of  course)  geometrically. 

— Treasures  of  the  Library  of 
Congress,  by  Charles  A.  Goodrum 

Deficit  Doom 

We  have  reached  the  point  where 
we  have  no  fiscal  weapon  to  help 
stimulate  our  way  out  of  the  next 
recession.  When  a  government  is 
deep  in  deficit  during  prosperous 
times,  it  loses  its  ability  to  lean 
against  the  cold  winds  with  stimula- 
tive spending  in  hard  times. 

Comes  the  recession,  with  no  fis- 
cal weapon,  we  will  turn  to  the 


"How  about  some  little  pads  and  pencils?" 


Federal  Reserve  and  say  "Pump  up 
the  money  supply."  It  will.  That  will 
be  followed  by  inflation  the  likes  of 
which  we  have  never  seen,  and  to- 
morrow's old  folks  will  suddenly  be 
presented  with  the  bill  for  this  tril-  I 
lion-dollar  term.  If  Social  Security  is 
still  indexed  to  inflation,  its  fund 
will  soon  be  bust;  if  not,  the  recipi- 
ents' checks  will  buy  less  and  less. 
— William  Safire,  New  York  Times 


Expressing  anger  is  a 
form  of  public  littering. 

— psychoanalyst  Willard  Gaylln,  Time 


Double  Dose 

Ben  Franklin  said  it  well:  "Quacks 
are  the  greatest  liars  in  the  world, 
except  their  patients." 

— Flim-Flam!,  by  James  Randi 

Recipe  for  a  Maitre  d' 

"At  12:15,  Sinatra  walked  in.  He 
said  he  was  in  the  neighborhood  and 
would  wait  for  his  people  at  the  bar.  I 
tried  to  get  him  to  sit  at  the  table.  He 
said:  'This  is  your  first  day  as  a  maitre 
d',  and  already  you  start  to  give  me  an 
argument?' 

"  'Please,'  I  said,  'if  you  want  that 
table,  go  and  sit  there  now  be- 
cause. .  .  .'  He  went  to  the  table. 

"Onassis,  the  second  guest  looking 
for  his  usual  table,  came  in  a  few 
minutes  later.  He  looked  at  me  in  a 
pleasant  way  and  with  a  little  smile 
he  said:  'So,  you  gave  my  table  to  him, 
because  he  is  an  Italian  crony  of 
yours.  .  .  .' 

"  'Mr.  Onassis,  you  know  better 
than  that,'  said  I,  firmly.  And  I  gave 
him  the  table  right  next  to  Sinatra's. 

"In  the  meantime,  the  Duke  and 
Duchess  of  Windsor  came  in.  I  simply 
said:  'This  way,  Your  Highness,'  and  I 
led  them  to  a  table  on  the  other  side  of 
Sinatra.  A  maitre  d'  must  act  with 
speed,  precision  and  with  absolute  as- 
surance— otherwise  he  is  a  doorman 
and  not  a  maitre  d'hotel." 

— Sirio  Maccioni,  maitre  d' 
of  Le  Cirque,  Travel  &>  Leisure 

Out  in  the  Cold 

Esther  Burr  expounds  on  the  subject 
of  weddings,  1 755:  Pray  what  do  you 
think  every  body  marrys  in,  or  about 
Winter  for?  Tis  quite  merry,  is'nt  it?  I 
realy  belive  tis  for  fear  of  laying  cold, 
and  for  want  of  a  bedfellow. 

— Betsy  Garrett,  Antiques 
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TOSHIBA 
KNOWS  WHAT 
YOU'D  LIKE  TO  DO 
WITH  YOUR 
COPIER. 


^^ou'd  like  to  reduce  and 

enlarge.  Copy  edge  to  edge. 
I  Get  the  right  exposure, 
and  even  add  a  little  color  to  your 
/ork.  Without  adding  hassles 
)  your  life .  Or  taking  a  big  bite  out 
pf  your  budget. 

If  it  sounds  like  we  know  what 
e 're  talking  about,  it's  because 
e  make  the  copier  you've  been 
>oking  for.  The  Toshiba  BD-4121 
'hromaTouch™The  copier  with 
le  features  you  shouldn't  be 
oing  without. 

ZOOM.  Down  to  71%  of  original, 
ip  to  122%.With  presets  at  65%, 
:8%,100%and  122%. 

VIP.  Visual  Image  Projec- 
on  shows  exactly  what's  going 
n  inside  the  copier. 

ACE.  Automatic  Controlled 
xposure  looks  at  the  original, 
leasures  its  shades  and  adjusts 
xposure.  All  in  an  instant. 


EDGE  TO  EDGE.  Complete 
copies  all  the  time.  Side  to  side. 
Top  to  bottom. 


COLOR  AT  A  TOUCH. 

Pushing  one  button  lets  you  go 
from  black  to  a  second  color. 
Presto.  Chango. 

What's  more,  ChromaTouch 
does  all  it  does  at  14  copies  a 
minute.  While  offering  an  option- 
al ability  to  sort. 

Toshiba  means  Quality  in. 
Quality  out. To  see  the  Toshiba 
BD-4121  ChromaTouch  in  action, 
send  us  this  coupon.  Or  call.  We 
think  youll  like  what  you  hear. 

1-800-457-7777. 
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HOW  TO 

DOIT. 


I  need  a  copier  that  does  everything  I  want  at  a  price  I  can  afford. 
Please  send  me  information  about  your  BD-4121  ChromaTouch  Copier. 


Name 


F224 


Company 
Address  _ 
City  


I 
I 
I 
I 


Zip 


Phone  X 


) 


To:  Toshiba  America,  Inc.  Copier  Products 
Division,  2441  Michelle  Drive.Tustin,  CA  926 
Or  call:  1-800-457-7777. 


In  Touch  with  Tomorrow 

TOSHIBA 


When  the  western  world's  largest,  most  powerful  helicopter  takes  into 
the  air,  its  entire  weight  is  supported  by  a  high  integrity  casting 
made  of  lightweight  magnesium. 

The  helicopter  is  the  Sikorsky  Super  Stallion,  used  extensively  by  the  Navy  and 
Marine  Corps.  The  unique  casting  is  the  craft's  650  pound  main  rotor  transmission 
housing.  It  is  produced  by  Fansteel's  Wellman  Dynamics  Corporation. 

This  housing  is  one  of  the  largest  magnesium  castings  manufactured  in  production 
quantities.  The  housing's  intricate  design  includes  21  feet  of  interior  oil  passages. 

Wellman  Dynamics  has  the  capabilities  to  produce  aluminum  and  magnesium 
castings  of  almost  any  size  and  specification.  The  company  was  recently 
acquired  by  Fansteel  to  expand  the  company's  materials  base  and 
involvement  with  the  aerospace  industry.  It  represents  still  another 
reason  why  it  will  pay  you  to  know  more  about  us. 

[fansteel 

An  integrated  producer  of  refractory  metals  and  fabricated  products  for  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place*  North  Chicago,  IL  60064*  (312)689-4900 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


GOOD 

President  Reagan's  two  new  appointments  to  the  Feder- 
al Reserve  Board  are  ten-strikes.  They  should  help  our 
central  bank  pursue  a  saner,  more  balanced  monetary 
policy.  This  will  benefit  the  economy,  not  to  mention  the 
stock  and  bond  markets. 

Wayne  Angell,  Kansas  farmer,  banker  and  economics 
professor,  advocated  in  his  confirmation  hearings  that  the 
Fed  pay  much  closer  attention  to  commodity  prices  in 
determining  whether  or  not  it  should  ease  money.  By  that 
criteria,  interest  rates  today  should  be  lower. 

Don't  dismiss  his  idea  as  simply  special  pleading  from  a 
Farm  Belt  advocate.  History  shows  that  commodity  prices 
are  the  most  sensitive  barometer  of  whether  the  Federal 
Reserve  is  being  too  tight,  too  loose,  or  just  right. 

An  across-the-board  collapse  means  deflation  and  trou- 
ble for  the  economy.  This  is  what  happened  in  the  great 
contraction  of  1929-33.  Commodities  also  fell  sharply  in 
the  severe  1981-82  recession.  By  contrast,  they  rose 


NEWS 

sharply  during  the  inflationary  1970s. 

In  the  spring  of  1984,  metal  and  agricultural  prices 
tumbled,  a  warning  that  the  Fed  was  being  too  tough.  But 
the  flashing  lights  were  ignored.  The  economy  slipped 
from  a  vigorous  8%  growth  rate  to  an  anemic  2%.  The 
Fed's  money  stinginess  not  only  battered  farming,  mining 
and  many  parts  of  manufacturing  but  it  also  sent  the  dollar 
rising  sharply  against  foreign  currencies,  thereby  distort- 
ing trade  patterns  and  letting  loose  potentially  destructive 
protectionist  pressures. 

President  Reagan's  other  appointee,  Manuel  Johnson  Jr., 
has  served  with  distinction  in  the  Treasury  Department 
for  the  past  five  years.  He,  too,  recognizes  that  Volcker  was 
overly  tight  in  1981-82.  He  is  also  less  fearful  of  economic 
growth  than  the  current  chairman,  who  believes  that  a 
vigorous  economy  will  rekindle  inflation. 

By  their  forceful  presence,  these  two  men  will  immea- 
surably help  the  American  economy. 


BE  CAREFUL  OF  P AC  BASHING 


Congress  once  again  seems  in  a  mood  to  reform 
campaign  financing  laws.  They  should  approach  this 
undertaking  with  considerable  caution  and  humility. 
There's  probably  no  other  area  that  better  exemplifies 
the  law  of  unintended  consequences. 

The  growing  importance  of  political  action  committees 
(PACs),  which  so  disturbs  so  many 
observers,  was  a  direct  result  of 
Watergate-era  reforms.  PACs  were 
intended  to  curb  the  influence  of 
wealthy  individuals,  big  corpora- 
tions and  powerful  labor  unions. 

What's  wrong  with  PACs?  Reformers  claim  they  are 
perverting  our  political  process,  subverting  the  national 
interest.  The  proportion  of  congressional  campaigns  fi- 
nanced by  PACs  has  grown  to  almost  30%  from  19%  in 
1974.  During  the  same  period,  the  number  of  PACs  grew 
from  608  to  4,000.  They  have  allegedly  made  our 
representatives  even  more  prey  to  special  interests. 

Let's  look  at  these  charges  carefully.  The  number  of 


Growing  Anti-P AC Sentiment  Leads 
To  Proposals  To  Overhaul  Federal 
Campaign-Finance  System 


participating  in  politics.  Everyone  with  a  gripe  or  a  cause 
now  bands  together  to  make  their  collective  voice  heard: 
corporations,  unions,  environmentalists,  religious 
groups,  social  welfare  advocates,  civil  rights  advocates, 
disarmament  advocates,  pro-abortionists,  anti-abortion- 
ists, farmers,  doctors,  recreational  groups,  etc.  all  have 
PACs.  To  be  truthful,  PACs  repre- 
sent a  healthy  cross  section  of 
America. 

This  phenomenon  probably 
does  complicate  the  life  of  politi- 
cians, but  it  hardly  can  be  labeled 
undemocratic.  PACs  get  their  money  from  tens  of 
thousands  of  individuals.  Cash  isn't  furtively  given 
under  the  table  or  in  envelopes.  Donors  and  recipients 
are  all  on  the  public  record. 

Public  financing  of  campaigns  as  an  alternative?  Such 
measures  usually  end  up  being  incumbent  protection 
acts.  A  challenger  normally  needs  more  means  to  over- 
come the  advantages  an  incumbent  inherently  has. 


-The  Wall  Street  Journal 


these  committees  is  growing  because  more  people  are       Let's  leave  well  enough  alone. 
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WHEN  PENSION  FUNDS 
ARE  WELL  MANAGED, 
EVERYONE  PROFITS. 


It's  not  every  year  that  a  com- 
pany reaches  the  $1  billion  mark  in 
new  deposits.  But  1985  saw  pen- 
sion operations  at  MONY  Financial 
Services  reach  this  milestone, 
nearly  doubling 
its  level  of  a  year 
ago.  As  you 
probably  know, 
there  are  only  a 
handful  of  billion 
dollar  companies 
in  the  pension 
management 
field.  In  1985, 
MONY  Financial 
Services  joined 
this  exclusive  group  and  now  man- 
ages over  $4.5  billion  in  pension 
assets. 

1985  was  also  a  very  good 
year  for  our  clients.  But  then  so 
were  the  other  thirty-two  years 
we've  been  managing  pension 
funds.  Over  these  years,  our  funds 
have  consistently  outperformed 


TOTAL  NEW  PENSION  DEPOSITS  RECEIVED 
BY  MONY  FINANCIAL  SERVICES 


benchmarks  such  as  the  Dow 
Jones  Industrial  Average.  And  our 
clients  have  enjoyed  the  advan- 
tages of  working  with  one  of  the 
fastest  growing  companies  in 

the  business. 
MONY  has 
always  offered 
its  clients 
a  wide  range 
of  investment 
products  and 
services,  from 
the  traditional 
to  its  newly 
launched 
Management 
of  Managers  (MOM)  funds. 

If  you'd  like  to  know  more 
about  what's  behind  our  rapid 
growth  and  outstanding  perfor- 
mance, call  Neal  Jewell,  Senior 
Vice  President,  MONY  Financial 
Services,  at  (914)  697-8710. 

Mf)NY 

FINANCIAL  SERVICES 


THE  MUTUAL  LIFE  INSURANCE  COMPANY  OF  NEW  YORK  AND  ITS  SUBSIDIARIES.  NEW  YORK.  NY 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


A  TIME  TO  LEAN  ON  JAPAN? 


The  first  serious 
signs  of 
change? 


Oh,  what  a 
lovely  problem 
to  have 


They  mustn't 
be  let  off 
the  hook 


They  keep  talking  and  talking,  and  shipping  and  shipping,  goes  the 
old  line  about  the  Japanese  and  their  attitude  to  correcting  their  still 
mounting  trade  surplus. 

But  maybe,  maybe,  there's  a  sign  that  they  might  actually  be  ready  to 
do  something — mostly  because  of  sustained  U.S.  pressure  and  the 
threat  of  protectionist  law  from  Congress.  Debate  in  Japan  that  trade 
experts  have  long  said  would  have  to  precede  change  is  under  way. 

A  straw  in  the  wind:  Late  in  February  a  special  advisory  council 
organized  by  Prime  Minister  Nakasone  will  broach  changing  the  tax 
system  to  favor  savings  less  and  borrowing — consumption — more. 

The  Keidanren,  the  top  economic  organization  in  Japan,  would  wel- 
come that,  says  Norishige  Hasagawa,  Keidanren  vice  chairman  and 
director  of  Sumitomo  Chemicals.  But,  he  says,  small  business  and 
farmers  in  Japan,  two  politically  powerful  groups,  would  resist  such  a 
change.  And  anyway,  it's  only  the  young  in  Japan  who  borrow. 

But  no  watershed  event  is  in  prospect.  No  Japanese  yet  proposes  pump- 
priming  to  boost  internal  consumption.  Japan's  budget  deficit,  though 
falling  steadily,  is  still  said  to  be  large  enough  to  rule  that  out. 

Japan's  oil  import  bill  in  1985  hit  $33  billion.  But  OPEC's  price  war 
and  the  Group  of  Five's  effort  to  raise  the  value  of  the  yen  could  cut  the 
1986  bill  by  as  much  as  one-half.  Quite  a  windfall. 

"Yes,  it's  one  of  our  biggest  problems,"  says  Yoshio  Okawara,  a  leading 
member  of  the  Prime  Minister's  special  advisory  council  and  a  former 
ambassador  to  the  U.S.  Japanese  industry  adapted  to  high  energy  costs. 
Lower  energy  costs  will  now  make  the  Japanese  even  more  competi- 
tive than  before. 

There  could  be  another  competitive  problem,  too.  Some  American 
bosses,  like  Lee  Iacocca  of  Chrysler,  say  that  if  the  yen  is  held  around 
180  to  the  dollar  (recently  it  has  been  190)  they'll  show  the  Japanese 
how  to  compete.  But  the  last  time  the  yen  was  that  strong,  in  1978, 
Japan  automated  to  stay  competitive.  It  could  happen  again. 

The  Japanese  will,  as  usual,  propose  export  controls  (through  cartels) 
rather  than  encourage  domestic  consumption  and  imports. 

It's  politically  easier.  But  the  evidence  suggests  it  will  not  do  enough  to 
solve  the  problem.  The  strong  yen  will  block  small  and  medium-size 
Japanese  companies  from  exporting,  but  probably  not  the  larger  ones. 

Yet  there  is  a  chance  the  U.S.  can  now  force  the  Japanese  to  act  on  its 
fiscal  policy  and  change  its  tax  laws  to  encourage  consumption.  That 
would  do  more,  more  quickly,  than  anything  else  to  cut  the  trade 
surplus.  But  they  will  have  to  be  pressed  to  do  it. 

The  opportunity  exists.  This  summer  the  economic  summit  will  be 
held  in  Japan.  The  last  thing  the  Japanese  like  is  to  be  openly  criticized. 
Moreover,  the  only  time  they  have  taken  hesitant  steps  to  redress  their 
trade  surplus  has  been  when  openly  pushed. 
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The  Forbes  Index 


Forbes  Index 


12-roonth  closeup 
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Here  comes  the  sun.  A  0.8%  rise  in  wage  and  salary 
disbursements,  after  adjusting  for  inflation,  was  mainly 
responsible  for  a  0.7%  increase  in  the  Forbes  Index.  For 
the  real  wage  gain  thank,  in  large  part,  the  slow  move- 
ment in  the  Consumer  Price  Index,  up  a  modest  0.25% 
from  the  previous  month.  If  that  kept  up  for  a  year, 
inflation  would  be  only  3.0%. 


•preliminary  trevised 

Consumer  spending,  which  accounts  for  roughly  two- 
thirds  of  economic  activity,  went  up  2%  in  December,  the 
sharpest  monthly  increase  in  1 1  years.  A  strong  job  mar- 
ket and  low  interest  rates  have  consumers  in  a  spending 
mood.  But  with  consumer  installment  debt  at  a  record 
18.9%  of  aftertax  income,  that  torrid  pace  cannot  be 
sustained. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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DODGE  CARAVAN 

5/50  PROTECTION,  STANDARD. 


GIVE  THE  PEOPLE  WHAT 
THEY  WANT. .. 

Just  two  short  years 
ago,  Dodge  Caravan 
carved  a  brand  new  niche 
in  the  American  automo- 


of  cargo.  (Up  to  125 
cubic  feet.)  Or,  depend- 
ing upon  the  type  of 
seating  you  choose,  up 
to  eight  adults.  Comfort- 
ably. And,  if  you  add  the 


PROTECTION  AND 
FRONT-WHEEL  DRIVE. 

Although  the  success 
of  Caravan  has  prompted 
others  to  jump  on  the 
"mini-van"  bandwagon, 


UNEQUALED. 


converta-bed  that  sleeps     there's  still  nothing  quite 
mm    ■■■■■^      like  it.  No  other  vehicle 

f^^^ft     of  its  kind  offers  front- 

i  I  \M       wheel  drive  to  move  you 

y||  easily  through  mud,  snow 

and  rain.  And  no  other 


five  marketplace.  There 
was  nothing  quite  like  it 
and  there  still  isn't.  It's 
a  combination  economy 
car.  Luxury  car.  Family 
sedan.  Station  wagon. 
And  van.  Evidently,  it's 
just  the  right  combina- 
tion, because  people 
keep  buying  them  almost 
as  quickly  as  we  can  build 
them. 

HAULS  PEOPLE.  HAULS 
CARGO.  YOU  CAN  EVEN 
SLEEP  IN  IT. 

Caravan  has  an  amaz- 
ing capacity  for  people 
and  things.  It  hauls  plenty 


two,  you'll  find  that 
Caravan  can  even 
become  your  home 
away  from  home. 

Caravan  measures  up 
nicely  on  the  outside,  too. 
It's  a  mere  5'4"  tall, 
which  makes  it  easy  to 
step  in  and  out  of —or  to 
slip  into  your  garage. 
And  Caravan's  actually 
shorter  in  length  than  a 
full-size  station 
wagon.  So  it's  easy  ^ 
to  park,  maneuver  W 
and  handle. 

THE  ONE  AND  nr 
ONLY  WITH  5/50  LJL 


Dodge 


DIVISION  OF 
CHRYSLER  CORPORATION 

AN  AMERICAN 
REVOLUTION 


vehicle  like  it  offers  a 
standard  5  year/50,000 
mile  Protection  Plan* 
Which  means  Caravan  is 
still  at  the  head  of  its 
clsss 

GET  YOUR  OWN 

TRANSPORTATION 

REVOLUTION. 

The  revolutionary 
Caravan.  Try  one  on  for 
size... even  buy  or  lease* 
Mta^.  your  very  own  at 
your  Dodge  dealer. 

r|  It  has  a  capacity  to 
I  please  that  remains 
unequaled.. .once 
J     again  for  1986. 


*  Whichever  comes  first.  Limited  warranty  on  powertrain  and  outer  body  rust-through.  Excludes  leases. 
Restrictions  apply.  See  copy  at  dealer.  ■  BUCKLE  UP  FOR  SAFETY. 
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Rumpelstilzchen  spun  straw  into  gold.  Last  quarter  dozens  of 
leading  businessmen  spun  past  sins  into  current  virtue. 


Rumpelstilzchen 
accounting 


By  Ben  Weberman 


Has  Standard  Oil  Co.  (Ohio) 
Chairman  Alton  W.  White- 
house  been  rereading  the  sto- 
ry of  Rumpelstilzchen,  who  spun 
straw  into  gold?  In  Sohio's  fourth- 
quarter  1985  report,  just  out,  White- 
house  says  that  Sohio's  profit  ($379 
million)  "would  have  increased  11%" 
over  1984's  fourth  quarter — only  it 
didn't.  Why  not?  A  little  matter  of  a 
$1.15  billion  writeoff.  And  what's  a 
writeoff  among  friends?  fust  a  paper 
entry.  An  "extraordinary"  charge. 

Or  is  it  "just"  a  paper  entry?  In 
Sohio's  case  the  writeoff  is  a  confes- 
sion that  Sohio  blew  well  over  $1  bil- 

Chas  B  Slackman 


lion  of  shareholders'  money  when  it 
decided  to  acquire  Kennecott,  the  big 
copper-mining  company.  Sohio  paid 
$1.8  billion  for  Kennecott  five  years 
ago.  Did  its  value  fall  by  $1  billion  in  a 
single  quarter?  No.  It  was  a  bad  deal 
from  the  beginning,  overpriced  and 
ill-timed. 

Hold  it:  Doesn't  this  suggest  that 
Sohio  was  actually  overstating  its 
earnings  over  those  five  years  that  the 
Kennecott  investment  was  deteriorat- 
ing? Certainly  it  was  evident  well  be- 
fore Dec.  31,  1985  that  the  acquisition 
was  a  bad  mistake. 

Sohio  portrays  the  writeoff  as  a 
brave   and   virtuous   step.  "We've 


streamlined  the  company,"  explains 
Sohio  spokesman  John  Andes.  "It  gets 
us  in  shape  to  deal  with  the  market 
and  proceed  as  a  very  healthy  com- 
pany into  1986." 

Past  sin  into  future  virtue.  Bad  judg- 
ment into  praiseworthy  realism. 

David  Hawkins,  a  finance  professor 
at  the  Harvard  Business  School,  isn't 
impressed.  "The  writedowns  are  usu- 
ally taken  well  after  the  events  actual- 
ly occurred,"  says  Hawkins,  "which 
makes  you  think  you  can't  believe 
any  of  the  numbers  over  the  last  few 
years." 

Rumpelstilzchen  accounting,  also 
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The  big  hit  parade 


Herewith,  some  of  1985's  more  memorable  writeoffs,  behind  the  sudden  writeoffs.  But,  in  most  cases,  man- 
In  a  few  cases,  sudden  business  reverses  may  have  been   agements  were  simply  washing  the  decks. 


Writeoff 
1985 


-Per  share- 


-Net  income- 


Company 


1984 
-(Smillions)- 


1985 


book  value 
1984 


writeoff 
1985 


net 
1985 


recent 
stock  price 
(as  of  2/3/86) 


Cigna  Corp 


$1,200.0 


$  100.0 


NA 


$62.79 


$16.60 


NA 


653 


Sohio 


1,150.0 


1,488.0 


$308.0 


35.71 


4.90 


$1.31 


473A 


Phillips  Petroleum 


342.0 


810.0 


418.0 


14.28 


1.23 


1.44 


10% 


Unocal 


250.0 


704.0 


325. 


32.78 


2.54 


2.36 


24 


Avon  Products 


223.0 


181.7 


-59.9 


13.55 


2.82 


-0.76 


27% 


Crown  Zellerbach 


196.5 


86.9 


-26.8 


36.91 


7.14 


-1.56 


43  Vs 


Gould 


175.7 


17.8 


-175.7 


19.59 


3.58 


-3.94 


27  Vs 


Koppers 


150.0 


28.8 


-101.1 


19.31 


5.51 


-3.72 


23% 


NA:  Not  available. 


known  as  Big  Bath  accounting,  was 
used  by  dozens  of  businessmen  in 
1985's  fourth  quarter.  It  seemed  a 
good  time  to  take  the  hit.  The  stock 
market  was  strong  enough  to  absorb 
the  modestly  bad  news,  and,  besides, 
everyone  was  doing  it. 

Why  do  managers  wait  so  long  to 
take  their  medicine?  Why  are  they  so 
reluctant  to  write  down  assets  on  a 
regular  basis?  "Because  it  doesn't 
make  them  look  like  very  good  stew- 
ards of  shareholders'  interests,"  says  a 
partner  at  Arthur  Young  &  Co.,  who 
asked  not  to  be  identified,  "particular- 
ly if  they  were  the  ones  who  said, 
'Let's  buy  this  business.'  " 

Avon  Products'  Chairman  Hicks  B. 
Waldron  took  the  Big  Bath.  Waldron 
recently  informed  shareholders  that 
he  sold  Avon's  Mallinckrodt,  Inc.  di- 
vision and  booked  a  charge  of  $223 
million  in  last  year's  fourth  quarter. 
The  charge  washed  fourth-quarter  net 
income  from  $73.7*million  in  1984  to 
a  loss  of  $149  million  in  1985. 


Weren't  Avon's  pretax  earnings 
then  overstated  by  $223  million,  up 
until  the  writedown?  A  reasonable 
question.  But  Waldron  ignored  that. 
Accentuating  his  "asset  redeploy- 
ment program,"  Waldron  said  he  ex- 
pected "earnings  to  improve  steadily 
in  1986." 

An  immediate  benefit,  of  course,  of 
a  Big  Bath  is  to  make  your  vital  return 
on  equity  number  look  better.  If  you 
decrease  the  denominator  faster  than 
the  numerator,  the  value  of  any  frac- 
tion will  grow  to  the  sky. 

When  T.  Boone  Pickens  was  chas- 
ing after  Unocal,  for  example,  Fred 
Hartley  stoutly  defended  Unocal's 
shale  oil  investment.  With  Pickens 
out  of  the  way,  Hartley  wrote  the  in- 
vestment off  in  last  year's  fourth  quar- 
ter, at  a  cost  of  $250  million.  The 
beauty  of  Big  Bath  accounting  is  that 
you  decide  when  to  face  the  music. 

A  modest  proposal:  Let  manage- 
ments take  their  Big  Baths  subjective- 


ly, but  make  them  take  the  charges 
against  future  earnings,  rather  than 
bunching  them  up  in  one  quarter's 
accounts  as  a  special  item.  Since  man- 
agement overstated  past  earnings, 
why  not  make  them  understate  future 
earnings  to  compensate?  This  is  not 
allowed  under  current  accounting 
rules,  but  say  this  for  such  a  proposal: 
It  would  make  managements  pay  for 
their  mistakes  where  it  really  hurts. 

Nothing  wrong  with  admitting 
mistakes,  but  don't  expect  investors 
to  forget  that  many  of  these  same 
managements  were  responsible  for 
the  bad  judgment  in  the  first  place.  ■ 
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It  doesnt  pay  to  fight  a  bull  market.  But  it 
sometimes  pays  to  sit  it  out,  says  George 
Michaelis,  a  chap  worth  listening  to. 


Hell  no, 
I  won't  go 


By  Phyllis  Berman 


If  all  your  friends  are  bragging 
about  the  big  bucks  they  made  in 
the  market  during  last  year's  final 
quarter,  and  you  were  in  cash  while 
the  Dow  industrials  were  in  clover, 
you  have  good  company.  Some  of  the 
most  successful  investors  of  the  past 


decade  missed  a  good  part  of  the  fun. 
Finding  few  bargains  last  fall,  they 
took  a  defensive  position,  then 
watched  as  the  market  climbed  away 
from  them. 

One  such  is  George  Michaelis,  49, 
of  First  Pacific  Advisors,  Inc.  in  Los 
Angeles,  who  runs  $240  million  in  a 
closed-end  investment  fund,  Source 


Capital,  and  another  $995.7  million 
in  pension  accounts.  According  to 
Lipper  Analytical  Services,  which 
keeps  track  of  such  things,  Source 
ranked  first  among  closed-end  funds 
with  an  average  annual  24.3%  return 
over  the  last  decade.  But  in  the  last 
quarter  of  1985  Michaelis'  accounts 
were  up  12.07%  when  the  market 
went  up  14.16% — nothing  to  brag 
about — and  so  far  in  1986  they  are  up 
less  than  1%. 

Source  Capital  was  started  back  in 
1968  by  Fred  Carr,  erstwhile  king  of 
gunslingers,  who  stuffed  its  portfolio 
with  highly  speculative  stock  and  pri- 
vate placements.  Enter  Michaelis  in 
the  early  Seventies,  to  salvage  what 
he  could  from  Carr's  junky  portfolio 
and  give  Source  a  new  start.  Michae- 
lis' investment  philosophy  couldn't 
have  been  more  different  from  Carr's. 

Michaelis  was  graduated  from 
UCLA  and  the  Harvard  Business 
School  and  drifted  into  venture  cap- 
ital. But  money  management  attract- 
ed him,  and  a  book,  Benjamin  Gra- 
ham's The  Intelligent  Investor,  showed 
him  the  light.  Though  a  Grahamite, 
Michaelis  put  his  own  twist  on  the 
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First  Pacific  Advisors'  George  Michaelis 

Looking  to  buy  earnings  cheap,  but  not  right  now. 


Aleiandro  Tomis 
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value  thesis.  Graham  said:  Buy  assets 
cheap.  Michaelis  said:  Earning  power 
is  at  least  as  good  as  assets;  therefore 
try  to  buy  earning  power  cheap.  Un- 
like Graham,  Michaelis  would  buy  at 
a  premium  to  book  if  a  business  were 
compounding  assets  at  a  fast  rate.  In 
effect  he  was  buying  future  assets. 

How  does  he  define  cheap?  Essen- 
tially, it  must  be  a  good  stock  selling 
at  a  discount  from  the  market.  That's 
what's  scarce  today.  So,  there  in  his 
modest  first-floor  West  Los  Angeles 
offices  overlooking  a  golf  course  sits 
George  Michaelis — only  70%  invest- 
ed when  the  market  is  hitting  new 
highs.  "This  last  quarter  wasn't  as  bad 
as  the  last  quarter  of  1980  when  the 
market  was  up  9.5%  and  we  were  up 
only  1.5%,  but  still  we  didn't  do 
well,"  Michaelis  says.  "We  sold  40% 
of  our  Philip  Morris  position  in  De- 
cember 1984  at  80,  which  looked  pret- 
ty stupid  within  two  months  when  it 
climbed  to  95.  Foolishly,  we  thought 
Schlumberger  was  a  good  place  to  put 
money  at  35  in  April  last  year  when 
H.J.  Heinz,  which  we  had  had  in  our 
portfolio  for  two  years,  was  already  up 
40%.  The  fact  is,  H.J.  Heinz  has  kept 
going  up,  and  Schlumberger  is  down. 

"Most  people  liked  this  period.  It 
was  easy  to  make  money  and  to  beat 
the  market.  But  it  can't  end  a  day  too 
soon  for  us.  It  was  like  being  a  teeto- 
taler at  a  beer  bust." 

Teetotalers  don't  get  hangovers; 
people  who  jump  into  a  market  just 
because  it  is  going  up  often  do.  Mi- 
chaelis recalls  his  early  days  in  money 
management  in  the  early  1970s. 
Those  were  the  years  when  the  Nifty 
Fifty  stocks  could  go  only  in  one  di- 
rection— up.  It  seemed  futile  to  fight 
the  trend.  "After  I  read  about  Bill 
Ruane  and  Rick  Cunniff  of  Sequoia 
Fund  [confirmed  Ben  Grahamites]  in 
the  early  Seventies,  I  called  them  and 
■arranged  a  meeting.  Well,  I  came  back 
from  that  meeting  and  told  my  moth- 
er, 'Sell  everything  you've  got' — 
which  wasn't  much — 'and  put  it  in 
Sequoia.'  Here  were  some  guys  who  at 
the  time  owned  nothing  that  was  set- 
ting the  world  on  fire.  No  judgment 
they  had  made  in  the  marketplace  had 
paid  off  for  several  years." 

Why  tell  your  poor  mother  to  put 
her  money  with  a  couple  of  feckless 
guys  who  aren't  making  a  dime?  Be- 
cause Michaelis  was  impressed  with 
the  Sequoia  bunch's  betting  their  own 
judgment  against  the  market's.  Even 
though  the  market  was  rising,  they 
didn't  like  the  looks  of  it  and  were 
staying  away  from  the  highfliers. 

As  Michaelis  sees  it,  in  1986  value 
investors  are  again  out  of  sync  with 
the  market,  even  though  today's  ex- 


cesses aren't  as  bad  as  those  of  the 
early  1970s.  So,  he's  going  to  sit  out 
the  party. 

"When  the  market  is  up  31.5%,  as 
it  was  last  year,  and  the  underlying 
buildup  in  value  isn't  there — profits 
were  down  and  return  on  equity  down 
even  more  than  profits  last  year — the 
valuation  characteristics  of  the  mar- 
ket are  eroded.  There  aren't  a  whole 


slew  of  new  opportunities." 

George  Michaelis  is  a  cautious 
man.  So  much  so  that  his  manage- 
ment fees  are  lower  than  those  of  oth- 
er high-ranked  equity  managers.  That 
way,  he  figures,  the  customers  are  less 
likely  to  drift  away  when  he  hits  a 
relative  dry  spell — like  now. 

Moral:  Sometimes  the  smartest 
thing  is  to  look  dumb  for  a  while.  ■ 


Strong  savings  and  loans  are  balking  at 
paying  assessments  to  insure  the  weak, 
which  is  good  news  for  FDIC  but  could 
mean  yet  more  trouble  for  FSLIC. 

The  switch 
is  on 


By  Janet  L.  Fix 


On  Dec.  31  the  Federal  Home 
Loan  Bank  notified  American 
Bank  of  Connecticut  that  it 
was  time  to  pony  up  the  special,  extra 
assessment  to  prop  up  the  savings  and 
loan  deposit  insurance  fund.  What  the 
regulator  didn't  know  was  that  the 
day  before  American  Bank — formerly 
American  Savings  &.  Loan — had  end- 
ed its  relationship  with  the  Federal 
Savings  &.  Loan  Insurance  Corp.  and 
switched  to  the  Federal  Deposit  Insur- 
ance Corp.  Overnight,  the  "FSLIC-in- 
sured"  sign  came  down  from  the  sav- 
ings and  loan's  windows  and  up  went 
a  sign  that  reads  "FDIC-insured." 

It  could  become  a  trend.  American 
Bank,  with  $200  million  in  assets,  is 
the  first  federally  insured  thrift  to 
drop  FSLIC  and  obtain  FDIC  insur- 
ance. Frontier  Savings  &  Loan  of  Alas- 
ka, with  $11  million  in  assets,  last 
October  became  the  first  to  receive 
approval  to  switch  but  has  yet  to  do 
so.  Now  the  FDIC  is  reviewing  an 
application  from  an  S&L  with  more 
than  $500  million  in  assets.  And,  says 
FDIC  spokesman  Steve  Katsanos, 
"We've  received  more  than  a  half-doz- 
en other  calls  from  institutions  inter- 
ested in  switching." 

It's  not  hard  to  understand  why. 
Because  of  widespread  weakness 
among  the  3,200  savings  institutions 


it  insures,  FSLIC  is  having  to  charge  a 
special  annual  fee,  equal  to  one- 
eighth  of  1%  of  deposits,  for  its  insur- 
ance. That  is  on  top  of  the  annual  base 
premium,  one-twelfth  of  1%,  that 
FSLIC  and  FDIC  each  assess.  And, 
while  FDIC  traditionally  has  refunded 
part  of  the  fee,  FSLIC  keeps  it  all.  The 
extra  eighth  of  a  percent,  assessed  by 
the  Federal  Home  Loan  Bank  in 
March  1985,  is  supposed  to  shore  up 
the  beleaguered  $7  billion  FSLIC  in- 
surance fund  so  it  can  help  weaker 
thrifts. 

American  Bank,  a  well-managed 
thrift  that  saw  a  21%  net  increase  in 
profits  in  1984  and  expects  a  39% 
increase  in  1985,  balked  at  the  extra 
$200,000-a-year  fee.  "We  were  being 
penalized  for  poorly  run  thrifts,"  says 
Raymond  Donohoe,  senior  vice  presi- 
dent of  the  Waterbury,  Conn. -based 
thrift. 

Since  FDIC  has  always  insured  sav- 
ings banks,  it's  no  great  leap  for  it  now 
to  insure  S&Ls  that  become  savings 
banks.  All  a  thrift  must  do  is  operate 
in  a  state  that  allows  it  to  switch  to 
FDIC  insurance,  meet  FDIC's  6%  cap- 
ital requirement  (FSLIC's  require- 
ment is  3%)  and  show  that  it  is  well 
managed  and  in  sound  condition. 

Thus,  FSLIC  loses  strong  clients  at 
the  very  time  it  is  struggling  to  stay 
afloat — and  is  faced  with  400  to  500 
troubled  S&Ls  that  have  less  than  3% 
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American  Bank's  Raymond  Donohoe 
Strong  enough  to  leave  FSLIC, 

net  worth.  The  industry  has  seen 
some  700  thrifts  closed  or  merged 
since  1982.  But  there's  no  mystery 
why  the  $19  billion  (assets)  FDIC  wel- 
comed American  Bank  into  its  fold. 
The  bank  insurance  agency,  which 
has  its  own  troubles  with  weak  com- 
mercial banks,  gains  strong  members 
and  their  premium  income. 

The  implications  of  such  a  trend  are 
not  lost  on  S&L  industry  leaders.  If  a 
few  billion-dollar  thrifts  or  a  lot  of 
small  thrifts  leave,  FSLIC  could  be 
forced  to  increase  the  special  premi- 
um the  rest  pay,  merge  with  FDIC  or, 
worse  yet,  beg  Congress  to  use  taxpay- 
ers' money  to  bail  out  the  insurance 
fund.  "We  can't  have  institutions  wil- 
ly-nilly choosing  insurance  funds,  and 
I  think  FSLIC  will  stop  it  before  it's  a 
problem,"  says  Anthony  Frank,  chair- 
man of  San  Francisco's  First  Nation- 
wide Savings  &  Loan  ($11.5  billion 
assets),  the  nation's  eighth-largest 
S&L  and  now  part  of  Ford  Motor  Co. 
He  also  points  out  that  FDIC  is  no 
Rock  of  Gibraltar.  "Suppose  Mexico 
defaults,"  he  says.  "Does  everybody 
rush  to  the  other  boat?" 

But  the  signs  are  that  healthy  S&Xs 
fear  the  weak  FSLIC  more  than  they 
do  the  not-as-weak  FDIC.  In  Massa- 
chusetts, 90  out  of  100  privately  in- 
sured cooperative  banks,  what  the 
state  calls  its  S&Ls,  chose  to  apply  for 
FDIC,  as  opposed  to  FSLIC,  insurance 
last  year  when  state  officials  urged 


them  to  obtain  federal  insurance. 
And,  when  the  National  Council  of 
Savings  Institutions  cosponsored  a 
seminar  on  "Doing  business  as  an 
FDIC-insured  thrift,"  in  Framingham, 
Mass.  on  Dec.  16,  it  was  surprised 
when  thrifts  from  California,  Florida, 
Louisiana,  Pennsylvania  and  Wash- 
ington also -showed  up. 

FSLIC  says  it's  unconcerned  about 
the  desertions.  Ironically,  its  main 
hope  may  lie  in  the  overdue  consoli- 
dation of  the  $900  billion  (assets)  sav- 
ings and  loan  industry.  One  thrift 
with  some  $300  million  in  assets  con- 
sidered jumping  ship  but  has  decided 


to  remain  with  FSLIC  in  order  to  be  in 
line  for  acquisitions  from  among  the 
troubled,  but  potentially  profitable, 
franchises  FSLIC  may  put  up  for  grabs 
in  the  months  and  years  ahead. 
"FSLIC  isn't  likely  to  look  kindly 
upon  a  thrift  that  has  jumped  over  to 
FDIC,"  says  the  chief  executive  of  one 
thrift. 

But  just  as  they  balk  at  insurance 
assessments,  healthy  S&Ls  are  not  go- 
ing to  put  themselves  in  jeopardy 
picking  up  losses,  unless  FSLIC  or  the 
Home  Loan  Bank  Board  can  help  out. 
The  future  of  FSLIC  looks  bleaker  all 
the  time.  ■ 


By  Andrew  Tanzer 


As  they  educated  U.S.  car  companies  on 
selling  small  cars  and  pickups,  so  Japans 
automen  now  intend  to  teach  Americans  a 
lesson  in  large  trucks. 

Banzai, 
good  buddy 


and  passenger  cars.  The  yen's  25% 
rise  and  shipping  costs  of  about 
$2,000  per  truck  will  pinch.  So  will 
the  fact  that  the  Japanese  truckmak- 
ers  have  yet  to  establish  a  reputation 
for  good  service  and  adequate  parts 
supply.  "If  the  truck  breaks  down,  you 
can't  make  a  living,"  nods  H.  Chika- 
hiro,  manager  of  Hino's  North  Ameri- 
can marketing  division. 

The  Japanese  have  mastered  the  art 
of  selling  to  American  consumers,  but 
people  who  buy  trucks  have  different 
values  and  different  motivation. 

Still,  the  Japanese  think  they've 
spotted  a  weakness  in  Classes  6  and  7. 
There  are  two  basic  truck  designs:  the 
bonnet  style,  in  which  the  engine  is  in 
front  of  the  cab,  and  the  cab-over- 
engine  configuration.  American  mak- 
ers turn  out  mainly  bonnet-style 
trucks.  Japanese  and  European  manu- 
facturers produce  almost  exclusively 
cab-over  designs.  With  a  longer  body, 
cab-overs  offer  a  larger  loading  capac- 
ity and  better  visibility  and  maneu- 
verability for  the  driver — both  impor- 
tant for  the  relatively  narrow  roads 
and  dense  urban  settings  of  Japan  and 
Europe. 

Perching  atop  the  engine  is  not  as 


While  Japan's  Ministry  of  In- 
ternational Trade  &  Industry 
ponders  whether  to  extend  its 
quotas  on  Japanese  passenger  car  ex- 
ports to  the  U.S.,  that  country's  auto- 
makers are  readying  their  first  full- 
scale  assault  on  the  U.S.  medium- 
truck  market.  Immediate  target: 
Class  6  and  Class  7  trucks,  the  medi- 
um ones  that  are  bigger  than  pickups 
but  smaller  than  the  behemoth  Class 
8  rigs  produced  by  companies  like 
Paccar  and  Mack. 

This  is  potentially  bad  news  for 
GM,  Ford  and  Navistar  (nee  Interna- 
tional Harvester).  They  own  90%  of 
the  domestic  medium-truck  market. 
But  last  year  three  of  Japan's  four 
heavy-truck  makers — Hino,  Isuzu  and 
Nissan  Diesel — began  shipping  medi- 
um-duty trucks  in  volume  to  the  U.S. 
The  fourth,  Mitsubishi  Motors,  will 
start  delivery  to  its  U.S.  dealers  any 
day  now.  The  Japanese  expect  to  grab 
at  least  10%  of  the  Class  6  and  Class  7 
markets  by  1990.  Last  year  this  mar- 
ket absorbed  140,000  vehicles. 

The  Japanese  know  it  won't  be  as 
easy  to  sell  big  trucks  as  light  pickups 
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comfortable  as  sitting  behind  it,  be- 
cause of  vibration.  But  money  counts, 
and  the  cab-over  is  growing  more  pop- 
ular in  the  U.S.,  especially  in  the  rela- 
tively crowded  Northeast.  Many  in- 
dustry analysts  think  the  cab-overs' 
U.S.  market  share  will  grow  from 
about  10%  of  the  medium  trucks  sold 
to  at  least  20%  in  five  years.  That  area 
is  where  the  Japanese  hope  to  stake 
their  claim. 

Won't  the  Americans  fight  back  in 
the  cab-over  class?  Yes,  but  rather 
than  incur  the  huge  expense  of  tooling 
up  to  produce  their  own  cab-over  de- 
signs, the  domestic  truckmakers  have 
decided  to  fill  their  needs  through  im- 
ports. GM  began  importing  the  cab- 
over  design  from  Isuzu  (in  which  GM 
has  a  38.6%  stake)  in  late  1984.  Last 
year  Isuzu  supplied  3,000  cab-over 
Class  7  vehicles,  which  retail  for 
$26,000  to  $29,000,  to  GMC  and 
Chevrolet  dealers.  Late  last  year  Na- 
vistar began  importing  medium-size 
cab-over  trucks  from  Nissan  Diesel,  a 
Nissan  Motor  affiliate,  to  replace  its 
venerable  (25-year-old)  Cargostar 
model.  Ford,  meanwhile,  is  importing 
a  new  design  from  Ford  Brazil;  Mack 
Trucks  is  importing  a  cab-over  medi- 
um truck  from  Renault. 


But  this  dependence  on  imports 
could  be  a  dangerous  strategy.  For  one 
thing,  it  provides  potential  Japanese 
competitors,  such  as  Nissan,  with 
economies  of  scale  that  can  help  their 
independent  forays  into  the  U.S.  As 
Arthur  Karlin  of  Booz,  Allen  &  Ham- 
ilton's Bethesda,  Md.  office  puts  it: 
"The  real  question  is,  can  American 
producers  really  rest  assured  that  the 
imported  products  will  stop  at  20%  of 
the  market?" 

Nissan  Diesel,  for  example,  expects 
to  sell  3,000  medium  trucks  a  year 
through  Navistar — and  2,000  more 
through  its  own  distribution  channel 
within  three  years.  Mitsubishi  has 
also  set  up  its  own  dealer  network  and 
intends  to  sell  3,000  medium  trucks 
within  five  years. 

The  export  ambitions  of  Japan's 
four  big  truckmakers  extend  well  be- 
yond Classes  6  and  7.  They  are  intro- 
ducing two  new  truck  sizes,  Class  3 
(the  next  step  up  from  a  pickup)  and 
Class  5.  U.S.  producers  make  almost 
nothing  in  these  classes,  which  have 
become  extremely  popular  in  Japan 
and  Europe  over  the  last  20  years. 

This  could  prove  a  huge  market. 
The  Class  2  pickup  market  in  the  U.S. 
is  vast — more  than  1  million  trucks  a 


year.  The  Japanese  think  many 
pickup  owners  will  want  to  step  up  to 
something  bigger.  The  Japanese  think 
the  Class  3  trucks,  with  a  larger  load- 
ing capacity,  are  ideal  for  intracity 
deliveries,  especially  for  small  busi- 
nesses and  retailers. 

"We  think  [the  Isuzu  Class  3  truck] 
will  be  very  successful,"  agrees  a 
GMC  Truck  spokesman.  But  here 
again  GM  is  buying  Class  3  trucks 
from  Isuzu,  which  also  sells  Class  3 
through  its  own  dealers.  If  the  Class  3 
truck  does  catch  on,  it  will  cut  deeply 
into  the  U.S.  companies'  profitable 
pickup  truck  sales. 

What  of  the  heaviest  end  of  the 
market,  the  33,000-plus-pound  Class 
8  monsters  from  Paccar,  Navistar, 
Mack  and  their  ilk?  The  Japanese  do 
not  produce  Class  8  in  large  volume. 
Yet.  But  Mitsubishi  is  already  looking 
into  specialty  heavy  vehicles  like 
dump  and  garbage  trucks.  Moreover, 
for  reasons  of  fuel  efficiency  and  flexi- 
bility, a  good  many  Class  8  operators 
may  be  willing  to  trade  down  to  Class 
7  trucks. 

Will  American  producers  wake  up 
some  morning  and  find  they  have  lost 
yet  another  major  market?  It  looks 
that  way.  ■ 


New  US  -bound  Hino  trucks  on  the  Yokohama  docks 

Have  the  Japanese  spotted  a  weakness  in  medium-size  trucks? 


Lucy  Birmingham 
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Southwest  Airlines'  success  in  running  its 
Muse  acquisition  is  proving  that  a  grudge 
is  no  foundation  for  building  a  business. 


Revenge  is  sour 


By  Alan  M.  Field 


As  A  new  airline  named  Tran- 
Star  Airlines,  a  subsidiary  of 
b  Southwest  Airlines  Co.,  takes 
to  the  skies  this  month  between  Cali- 
fornia and  Florida,  it  represents  an- 
other victory  for  its  chairman,  chain- 
smoking, gray-haired  Herbert  D.  Kel- 
leher,  54,  who  is  also  chairman  and 
president  of  Southwest. 

More  remarkable,  however,  it  rep- 
resents Kelleher's  second  victory  over 
the  same  man,  M.  Lamar  Muse,  65, 
whose  family  built  Tran- 
Star  (under  the  name  of 
Muse  Air)  as  a  rebuke  to 
Southwest  for  ousting 
him  as  president  in  1978. 

The  Southwest  board 
fired  Lamar  Muse,  who 
had  tried  to  take  control 
of  it  by  ousting  board 
member  Rollin  W.  King,  a 
cofounder  with  Kelleher 
of  the  airline  seven  years 
earlier.  Southwest  ap- 
pointed Kelleher  chair- 
man. But  Muse,  a  show- 
man who  dressed  South- 
west stewardesses  in  hot 
pants  and  gave  passengers 
free  drinks,  came  back  in 
1980,  founding  Muse  Air 
with  his  son,  Michael, 
then  30.  The  new  venture 
succeeded  only  in  running 
up  cumulative  losses  of 
$54  million  until  last 
June,  when  the  Muses 
sold  it  to  Southwest  for 
about  $70  million. 

Kelleher  bought  Muse 
Air  because  he  saw  he 
could  make  money  with 
it.  He's  not  overconfident, 
just  underemotional.  The 


problem  with  Muse  Air,  it  turns  out, 
was  largely  in  the  Muse  family's  per- 
sonal animus  against  Southwest  man- 
agement. That  was  why  they  reck- 
lessly went  head-to-head  against 
Southwest  in  all  its  regional  mar- 
kets— including  Dallas  (Love)-Hous- 
ton  (Hobby) — instead  of  concentrat- 
ing on  only  one  or  two  of  Southwest's 
routes  or  entirely  different  markets. 

Understandably,  Michael  Muse  de- 
fends his  family's  strategy.  "Dallas 
Love  to  Houston  Hobby  was  the  larg- 
est monopoly  market  in  the  world, 


Southwest 
Running 


and  TranStar  boss  Herbert  Kelleher 
a  business,  not  a  personal  competition. 


with  well  over  1  million  passengers  a 
year,"  he  points  out.  But  with  only 
two,  then  six  planes  to  Southwest's 
three  dozen,  Muse  really  couldn't 
supply  the  same  quality  of  service. 
And  it  didn't  help  that  the  Muses  in- 
troduced a  complete  ban  on  smoking. 

Even  though  nonunion  labor  gave  it 
some  of  the  lowest  operating  costs  in 
the  industry,  Muse  Air  couldn't  at- 
tract enough  passengers.  Its  load  fac- 
tor of  45%  was  unbearably  low  com- 
pared with  60%  at  Southwest. 

But  without  the  Muses'  personal 
agenda,  the  newly  named  TranStar — 
which  remains  a  separate  company 
because  its  wage  costs  are  lower  than 
those  of  unionized  Southwest — 
earned  $303,000  in  the  six  months 
through  Dec.  31.  Its  strengths  are  sud- 
denly obvious.  At  the  same  cut-rate 
prices  of  other  airlines  (only  $99, 
Houston  to  Los  Angeles),  TranStar  of- 
fers service  unique  in  that  class: 
assigned  seating,  meals  and  "pre- 
ferred" (first-class)  seats  at  a  small 
surcharge.  There  are  smoking  sec- 
tions in  both  classes. 

The  TranStar  profits  couldn't  come 
at  a  better  time  for  Southwest,  where 
severe  fare  competition  trimmed  con- 
solidated earnings  4.9%  in  1985,  to 
$47.3  million,  on  $679.7  million  rev- 
enues— the  first  decline  in  the  com- 
pany's 15-year  history.  Southwest's 
stock  fell  about  15%,  to 
23,  in  late  January  on  the 
news  (it  sold  recently  at 
24).  But  Kelleher,  a  New 
Jersey-born  lawyer  who 
practiced  in  San  Antonio 
for  20  years,  is  unworried. 
"I  can  cut  costs  very  sub- 
stantially," he  says. 

With  Muse  Air  gone, 
Southwest  again  enjoys  a 
monopoly  on  its  most  pop- 
ular route — from  Dallas' 
close-to-downtown  Love 
Field  to  Houston's  equally 
convenient  Hobby  Air- 
port. Continental  recently 
applied  to  service  Love  but 
will  probably  fly  there 
from  its  hub  at  Houston's 
less  convenient  Intercon- 
tinental Airport.  Kelleher 
increased  systemwide 
fares  5.9%  on  average  last 
month. 

So,  once  again,  the  lega- 
cy of  M.  Lamar  Muse  aids 
Southwest  Airlines,  the 
company  he  headed  for 
seven  years.  A  lot  of  mor- 
als are  obvious,  but  one 
surely  is:  Never  look 
back.  ■ 


TOYOTA 


mm 


RELIABLE 

The  Toyota  Camry  is  the  most  trouble-free 
new  car  sold  in  America*  the  car  with  the 
fewest  problems  during  the  first  3  months  of 
ownership.  It's  so  reliable,  roomy  and  com- 
fortable, Camry  can  make  you  feel  special 
about  a  car  again.  Camry  owners  say, "  Love 
my  Camry."  Wouldn't  you  love  to  have  a  car 
you  could  feel  that  good  about? 


CAMRY  AMERICAS  MOST 
TROUBLE-FREE  CAR*  IS  ONE 
CAR  YOU  CAN  LOVE. 


HOW  MUCH  ROOM? 

The  family  Camry  makes  generous  room  for 
five  adults.  There's  more  front  head  room  than 
any  other  compact.  Soft  velour  upholstery,  full 
carpeting,  and  reclining  front  bucket  seats 
comfort  you.  Child  protector  rear  door  locks 
are  for  your  peace  of  mind. 


COULD  ASK  TOYOTA 
FOR  ANYTHING 
MORE!  / 


iased  Qn  problems  encountered  (n  first  90  days  pi  ownership-  1985  I  I)  Power  (.Associates  New  Car  Initial  OUalHy  Survey 
.imry  with  5-speed  manual  overdrive  transmission  <C'I'WW>  loyota  Motor  Sales.  U  S  A  .  Inc. 


The  airline  that  serves  more  top 
business  centers  in  the  United  States 
now  serves  more  top  business  cen- 
ters across  the  wide  Pacific  with 
more  nonstops  than  any  other  airline. 

Convenient  service  to  thirteen 
cities  in  all,  with  all  the  advantages 
that  corne  with  one  airline  service. 


One  airline  to  handle 
ticketing,  seat  assignments,  boarding 
passes,  and  baggage  for  your  whole  trip 

And,  of  course,  United's  incompa- 
rable Mileage  Plus,  offering  a  whole 
world  of  exciting  travel  awards. 

You'll  enjoy  United's  famous 
Royal  Pacific  Service,  the  best 


across  the  Pacific 


Success  in  mortgage  finance  is  taking  a 
piece  of  the  action,  then  foisting  off  interest 
rate  risk  on  someone  else.  That's  what  Da- 
vid Maxwell  is  achieving  at  Fannie  Mae. 

Passing  the 
hot  potato 


By  Laura  R.  Walbert 


Wall  Street  has  long  thought 
of  Federal  National  Mortgage 
Association  shares  as  the  per- 
fect way  to  play  interest  rates:  Interest 
rates  go  up,  the  stock  goes  down,  and 
vice  versa.  But  David  Maxwell,  chair- 
man of  the  nation's  largest  investor  in 
home  mortgages,  takes  offense  at  the 
notion.  Since  Maxwell  joined  Fannie 
Mae  in  1981,  he  has  worked  overtime 
trying  to  make  the  company  interest- 
rate  insensitive,  and  he  has  come 
close  to  succeeding.  Result:  The  Fan- 
nie Mae  that  last  year  earned  $37  mil- 
lion is  a  very  different  beast  from  the 
one  that  lost  $190  million  back  in 
1981.  In  another  five  years  or  so  Fan- 
nie Mae  could  be  a  fat  moneymaker, 
insulated  from  swings  in  the  money 
market. 

Maxwell's  methodology  is  simple: 
Stick  someone  else  with  interest  rate 
risk.  Home  buyers  are  stuck  with  it 
when  they  are  enticed  into  taking  an 
adjustable  rate  mortgage.  Or  investors 
can  be  stuck  with  it  when  they  buy 
long-term  Fannie  Mae  securities  used 
to  finance  the  mortgages.  In  the  slick- 
est deal  of  all,  Fannie  Mae  doesn't 
even  touch  the  mortgages.  It  merely 
blesses  them  as  they  are  packaged  and 
sold  to  investors.  Salomon  Brothers 
should  have  it  so  good. 

Fannie  Mae's  earlier  losses  came 
from  having  a  $57  billion  portfolio  of 
long-term  fixed  rate  mortgages  fi- 
nanced by  short-term  debt.  When  in- 
terest rates  peaked  in  the  early  1980s, 
Fannie  Mae  was  collecting  9.2%  on 
its  old  mortgages  while  shelling  out  as 
much  as  16%  on  its  newest  debt.  The 
bleeding  amounted  to  $1  million  a 
day  at  its  worst. 

Today  Fannie  Mae  essentially  has 
two  portfolios:  pre-Maxwell  and  post- 
Maxwell.  The  $44  billion  of  pre- 1981 


Accy  Harper 


Fannie  Mae  Chairman  David  Maxwell 
How  to  duck  interest  rate  swings. 

mortgage  loans,  yielding  an  average 
9%,  are  still  somewhat  under  water, 
but  the  losses  are  slackening,  thanks 
to  lower  interest  rates.  But  on  its  new 
Maxwell  mortgages  Fannie  Mae  is 
making  a  nice  living.  On  mortgages 
bought  last  year,  it  is  chalking  up  an 
average  spread  of  1.3  percentage 
points  between  what  it  pays  to  borrow 
and  what  it  charges  to  lend.  Because 
much  of  the  new  paper  is  either  vari- 
able rate  or  short-maturity  second 
mortgages — and  because  it  has 
stretched  the  maturities  of  its  own 
debt — Fannie  Mae  is  fairly  well  insu- 
lated against  future  interest  rate 
swings. 

Where  did  Fannie  Mae  learn  to  play 
hot  potato  with  interest  rate  risks? 
From  its  chief  clientele,  the  mortgage 
banking  industry.  Mortgage  bankers 
lend  to  home  buyers  but  immediately 
unload  the  paper  on  others,  such  as 
Fannie  Mae  or  buyers  of  Ginnie  Mae 


securities.  Indeed,  it  recently  dawned 
on  Fannie  Mae  that  the  mortgage 
bankers  and  thrifts  were  getting  a  free 
ride  on  its  back.  They  were  making 
commitments  to  sell  their  mortgages 
to  Fannie  Mae,  but  then  delivering 
only  if  interest  rates  didn't  move  in 
their  favor.  Fannie  Mae  was  allowing 
them  to  speculate  while  guaranteeing 
them  against  loss.  Cheap  speculation 
insurance — too  cheap. 

"It  screamed  at  us  that  the  com- 
pany was  giving  very  valuable  service 
to  the  market  but  not  charging  what  it 
was  worth,"  Maxwell  says.  So  he  cre- 
ated two  classes  of  commitments:  one 
that  forced  the  mortgage  originator  to 
deliver,  and  another  that  allowed  the 
mortgage  originator  to  back  out,  but 
only  if  he  paid  Fannie  Mae  a  higher 
fee.  Commitment  fees  brought  in 
$196  million  last  year,  vs.  $59  million 
in  1980. 

Even  better  is  Fannie  Mae's  mort- 
gage-backed securities  business.  From 
a  standing  start  in  1981,  Fannie  Mae 
has  guaranteed  $55  billion  of  mort- 
gage-backed securities  and  is  now  do- 
ing more  of  it  than  conventional 
mortgage  purchasing.  Here,  Fannie 
Mae  is  supplying  liquidity.  In  most 
cases,  a  thrift  packages  mortgages 
into  a  pool  of,  say,  $10  million.  For  an 
annual  0.25%  of  the  principal,  Fannie 
Mae  guarantees  the  mortgage  pool's 
timely  payment  of  principal  and  in- 
terest. With  that  guarantee  the  thrift 
can  sell  or  borrow  against  the  mort- 
gage-backed securities. 

To  see  what  a  good  deal  this  is  for 
Fannie  Mae,  look  what  happens  when 
one  of  the  homeowners  in  the  pool 
falls  behind  on  payments.  The  thrift 
advances  the  payments  for  at  least 
120  days,  and  usually  for  as  long  as  it 
takes  to  sell  the  property.  Assuming 
Fannie  Mae  doesn't  hold  the  foreclo- 
sure risk  (for  which  it  charges  extra), 
Fannie  Mae  pays  only  if  the  thrift 
can't  make  the  payments  either.  So 
Fannie  Mae  is  at  risk  only  when  both 
the  homeowner  and  the  thrift  get  into 
trouble. 

Look  at  it  this  way.  You  can  get  into 
trouble  insuring  against  homeowner 
defaults  (witness  the  recent  agony  of 
Ticor,  where  David  Maxwell  used  to 
work).  And  you  can  get  into  trouble 
insuring  thrifts  (witness  FSLIC's  tra- 
vails). But  Fannie  Mae  has  better  pro- 
tection than  either  FSLIC  or  Ticor. 

Cecil  Godman,  an  analyst  with 
Gintel  Equity  Management,  thinks 
Fannie  Mae  will  earn  $3.25  a  share 
this  year,  well  up  from  1985's  52  cents 
a  share.  And  as  those  burdensome  old 
low-interest  mortgages  inexorably 
wind  down,  things  should  continue  to 
improve.  ■ 
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TODAY  IF  YOU  COME  IN  SECOND, 
YOU'VE  LOST  THE  RACE. 


It  may  have  been  good  enough  in  a 
Soapbox  Derby®  but  these  days  there 
is  no  second  place. 

Fortunately  there's  a  new  way  to  get 
a  jump  on  your  competition.  Intro- 
ducing Amiga.™  The  first  personal  com- 
puter that  gives  you  a  creative  edge. 

Amiga  makes  charts  and  graphs 
with  more  color  and  dimension  than 
any  other  personal  computer  (and 
faster  than  most  of  them).  But  that's  just 
a  start.  You  can  prepare  presentations 
with  stereo  music  and  animation,  slide 
shows,  create  package  designs,  in- 
struction manuals,  brochures. 

Amiga  can  not  only  do  many  more 
tasks,  it  can  do  more  of  them  at  once. 
And  work  on  all  of  them  simultaneously. 
While  you're  preparing  the  spread- 
sheet, Amiga  will  print  the  memo. 
And  there's  probably  enough  power 
left  over  to  receive  a  phone  message 
or  a  stock  quote  over  a  modem  at  the 
same  time. 

You  won't  find  a  computer  thafs  eas- 
ier to  use,  either.  You  point  at  symbols 
with  the  mouse  or  use  keyboard  com- 
mands if  you  prefer.  Only  Amiga  is  built 
to  give  you  a  choice. 

Amiga  has  twice  the  memory  of  an 
IBM®  PC.  But  although  if  can  run  rings 
around  IBM,  if  will  also  run  IBM  pro- 
grams. You  have  instant  access  to  the 
largest  collection  of  business  software 
in  the  industry,  including  old  standbys 
like  Wordstar®  and  Lotus®  1,2,3.  Amiga 
is  more  powerful  than  Macintosh,™  too, 
and  more  expandable.  With  an  op- 
tional expansion  module  you  can 
add  memory  up  to  8  megabytes.  And 
while  it  can  do  much  more  than 
Macintosh  or  IBM,  Amiga  costs  less  than 
either  of  them. 

See  an  Authorized  Amiga  Dealer 
near  you.  Now  that  Amiga  is  here, 
the  question  isn't  whether  you  can 
afford  a  computer,  it's  whether  you  can 
afford  to  wait. 

Amiga  by  Commodore 


Amiga  can  help  you  design 
anything,  from  autos  to  atoms. 


Like  you,  Amiga  can  do  many 
things  at  once. 


Amiga's  color  graphics  leave 
the  competition  far  Pehind 


A 


AMIGA  GIVES  YOU  A  CREATIVE  EDGE. 


®  Soapbox  Derby  is  a  registered  trademark  of  International  Soapbox  Derby,  Inc  .  Akron,  Ohio  '"  Amiga  is  a  trademark  of  Commodore-Amiga,  Inc  ®  IBM  is  a  registered  trademark 
of  international  Business  Machines,  Inc  ®  Wordstar  is  a  registered  trademark  of  Micropro,  Inc  ®  lotus  is  a  registered  trademark  of  lotus  Development  Corporation  "  Macintosh  is 
a  trademark  licensed  to  Apple  Computer,  Inc  ©  1985,  Commodore  Electronics  limited 


There  are  now  at  least  eight  new  ways  to 
buy  a  piece  of  baseball's  Pirates,  if  that's 
your  idea  of  a  good  time. 

How  to  play  ball 
in  Pittsburgh 


By  Allan  Dodds  Frank 


If  you  own  stock  in  Alcoa,  Mel- 
lon Bank,  National  Intergroup, 
PNC  Financial  Corp.,  PPG  Indus- 
tries, Ryan  Homes,  U.S.  Steel  or  West- 
inghouse  Electric,  hearty  congratula- 
tions and  sincere  condolences  are  in 
order.  Congratulations,  of  course,  be- 
cause by  virtue  of  your  stake  in  the 
aforementioned  companies  you  are 
now  also  part-owner  of  a  major-league 
baseball  team,  an  impossible  dream 
for  most  mortals.  But  condolences, 
too,  because  the  team  you  have  a 
piece  of  is  the  Pittsburgh  Pirates, 
which  last  season  had  the  worst 
won-lost  record  in  the  majors 
(57-104),  drew  a  miserable 
735,900  cash  customers  to  its 
home  games  at  Three  Rivers  Sta- 
dium and,  in  consequence,  fin- 
ished dead  last  in  the  National 
League's  Eastern  Division,  43 Vi 
games  behind  St.  Louis,  and  lost 
$10  million. 

You  may  choose,  of  course,  to 
look  at  the  bright  side.  Your 
stake  in  the  Pirates  is  the  result 
of  a  gallant  exercise  in  civic  pride.  The 
eight  corporate  heavyweights  men- 
tioned above  plus  four  individual  in- 
terests plus  Carnegie-Mellon  Univer- 
sity* each  anted  up  $2  million  to  form 
a  limited  partnership,  dubbed  Pitts- 
burgh Baseball,  Inc.,  to  buy  the  club 
and  thus  ensure,  in  the  age  of  portable 
franchises,  that  it  remains  in  Pitts- 
burgh. The  Galbreath  family,  which 
bought  its  first  substantial  piece  of 
the  Pirates  in  1946,  had  been  losing 
money  on  baseball  since  1976  and  was 
eager  to  sell.  Warner  Communica- 
tions, which  had  bought  a  minority 

"The  presence  of  Carnegie-Mellon  Unh<ersity,  more 
noted  for  its  aspiring  scientists  and  theater  folk  than 
for  its  jocks,  needs  some  explaining  CMU  is  in  the 
deal  because  one  civic-minded  friend  of  the  universi- 
ty, who  insisted  on  anonymity,  donated  S2  million 
only  if  the  university  would  invest  it  in  the  Pirates 


interest  in  1983,  hoping  to  put  the 
Pirates  on  a  pay-cable  system  in  Pitts- 
burgh that  folded  after  one  season, 
was  ready  to  sell,  too.  The  deal  was 
done  in  October  1985  for  $26  million, 
with  Pittsburgh  Mayor  Richard  Cali- 
guiri,  Carl  Barger,  a  leading  local  law- 
yer, and  Westinghouse  Chairman 
Douglas  Danforth  especially  active  as 
midwives. 

It  was  the  athletic  equivalent  of  a 
symphony  fund  drive  and,  as  such, 
has  been  followed  with  keen  interest 
in  other  cities  with  struggling  fran- 
chises. Family  ownership,  especially 


with  money  made  in  construction  or 
breweries,  is  an  old  story  in  major- 
league  sports,  but  it's  passing  out  of 
fashion.  New  revenues  from  televi- 
sion and  cable  are  no  match  against 
operating  losses,  family  squabbles  and 
estate  taxes.  San  Francisco,  Seattle 
and  Cleveland  officials  have  been 
consulting  with  Pittsburghers  about 
the  mechanics  of  constructing  civic 
coalitions  to  save  baseball  teams. 
Only  an  airtight  40-year  lease  with 
Pittsburgh's  Stadium  Authority  kept 
sharks  from  Denver,  Phoenix,  India- 
napolis or  Washington,  D.C.  from 
paying  $50  million  to  move  the  Pirate 
franchise  in  the  dead  of  night,  the  way 
football's  Colts  were  spirited  from 
Baltimore  to  Indianapolis. 
The  batting  averages  compiled  by 


companies  that,  one  by  one,  get  into 
the  big  leagues  are  not  exactly  thrill- 
ing. CBS  bought  the  New  York  Yan- 
kees in  1964  as  American  League 
champions  and  in  two  years  took 
them  to  the  cellar.  The  New  York 
Knickerbockers  have  broken  more 
hearts  than  records  in  the  National 
Basketball  Association  in  the  eight 
years  they  have  been  owned  by  Gulf 
&  Western's  Madison  Square  Garden 
subsidiary.  Yes,  the  Tribune  Co.  may 
have  turned  the  heartbreak  Chicago 
Cubs  around,  and  Doubleday,  the 
book  publisher,  seems  to  be  getting 
somewhere  with  the  New  York 
Mets.  But  neither  is  yet  the  stuff  of 
legend. 

It  may  be,  though,  that  the  deal  in 
Pittsburgh  opens  the  way  for  a  new 
calculus.  Eight  sizable  corporations 
behind  one  ball  club  means  the  Pi- 
rates are  owned,  indirectly,  by  nearly 
half  a  million  shareholders.  The  Pi- 
rates, in  short,  now  have  more  stock- 
holders than  any  company  in  the  U.S. 
except  AT&T  and  its  regional  spin- 
offs, General  Motors,  Exxon,  IBM, 
General  Electric  and  GTE.  If  each 
shareholder  shows  up  just  once  this 
season  at  Three  Rivers  Stadium  (ca- 
pacity: 58,438),  that's  almost  ten  sell- 
out houses.  If  each  of  them  showed  up 
nine  or  ten  times,  they'd  sell  out  all 
81  home  dates.  Talk  about  leverage. 
ceLee  Will  they  find  a  club  worth 
watching?  Well,  the  new  board  of 
directors  consists  of  15  right- 
handers, but  none  has  shown  an 
interest  in  trying  out,  or  even 
meddling  at  a  distance.  "They  are 
knowledgeable  and  serious  about 
our  wanting  to  get  better,"  says 
Malcolm  Prine,  chairman  of 
Ryan  Homes,  who  was  elected 
president  of  Pittsburgh  Baseball, 
Inc.  Prine  says  the  board  will 
leave  the  day-to-day  operations  to 
their  newly  hired  team  of  base- 
ball professionals  directed  by  a  new 
general  manager.  He's  a  professional 
sports  executive  who,  more  recently, 
was  brokering  real  estate  deals,  and 
his  name  is  Syd  Thrift. 

There  are  at  least  trace  elements  of 
a  turnaround  in  Pittsburgh.  You  have 
to  assume  that  Jose  DeLeon,  a  right- 
hander with  a  fastball  reminiscent  of 
Dwight  Gooden's  but  who  was  2  and 
19  last  season,  figures  to  have  a  better 
year.  And  at  last  report  all-star  catcher 
Tony  Pena  is  in  good  health  and  able 
to  justify  his  $1  million-a-year  con- 
tract. Besides,  because  they  finished 
dead  last  in  1985,  the  Pirates  get  first 
pick  at  the  talent  draft  in  June. 

With  such  prospects  for  a  better 
showing  in  the  field,  and  with  that 
awesome  attendance  potential,  what, 
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you  may  ask,  might  be  in  it  for  stock- 
holders? Figure  it  this  way.  Suppose  it 
all  comes  together — dazzlingly— and 
the  Pirates  go  from  a  $10  million  loss 
last  year  to  a  $10  million  profit  in 
1986.  That  would  all  fall  to  the  13 
partners  in  the  Pittsburgh  Baseball, 
Inc.  venture. 

One  way  to  play  it  is  through  West- 
inghouse,  which  also  owns  the  broad- 
casting company  carrying  Pirate 
games.  But  with  172,488,375  shares 
outstanding,  a  $10  million  Pirates 
profit  would  contribute  less  than  4.5 
mills  pretax— that's  $0.00446 — per 
Westinghouse  share,  recently  trading 
at  44%.  A  far  better  way  to  play  the 
Pirates  is  Ryan  Homes  (recent  price: 
295/8).  With  only  6,873,058  shares  out- 
standing, each  Ryan  share  commands 
25  times  as  much  of  any  Pirates  earn- 
ings as  a  Westinghouse  share.  A  $10 


million  profit  could  add  a  little  bit 
more  than  1 1  cents  per  share  to  Ryan 
earnings. 

Remembering  that  the  Pirates  have 
lost  money  for  nine  straight  years,  a 
total  of  $20  million  in  the  last  three 
seasons  alone,  no  one  is  likely  to  be 
bowled  over  by  these  prospects.  The 
investors  in  the  Pirates,  you  may  be 
sure,  are  in  no  danger  of  being  swept 
along  by  sentiment  alone.  The  key  to 
the  sale  was  a  complicated  deal  in 
which  the  city  of  Pittsburgh  is  selling 
Three  Rivers  Stadium  (see  box),  then 
lending  the  team  as  much  as  $25  mil- 
lion from  the  proceeds.  The  city  also 
renegotiated  the  once-ironclad  lease 
with  the  team  so  that  in  1991,  if  Steel 
City  fans  don't  turn  out,  the  investors 
can  recoup  by  selling  the  franchise 
even  to  someone  who  would  take  it  to 
another  city.  ■ 


Triple  play 


The  Pirates'  new  owners  should 
only  be  so  shrewd  in  bargaining 
for  talent  as  city  fathers  have  been 
in  structuring  the  real  estate  deal 
that  is  the  key  to  keeping  the  team 
in  Pittsburgh. 

Pittsburgh  Baseball,  Inc.  could 
come  up  with  $26  million  to  pay 
off  the  Galbreath  family  and 
Warner  Communications,  but  an- 
other $25  million  was  needed  for 
working  capital.  A  bond  issue  was 
clearly  improper  for  such  a  pur- 
pose. Instead,  Mayor  Richard  Cali- 
guiri  and  his  financial  consultants, 
Public  Financial  Management  of 
Philadelphia,  produced  a  complex 
sale-leaseback  arrangement  for  the 
city-owned  Three  Rivers  Stadium. 

It  sits  on  a  prime  piece  of  real 
estate  facing  the  Golden  Triangle, 
where  the  Allegheny  and  Monon- 
gahela  meet  to  form  the  Ohio  Riv- 
er. The  stadium  was  completed  in 
1970  at  a  cost  of  $35  million  by  the 
city,  using  tax-exempt  bonds — 
with  the  help,  in  effect,  of  the  fed- 
eral Treasury. 

Now  the  city  proposes  to  sell  the 
stadium  to  a  group  of  New  York 
investors,  unidentified  at  this  writ- 
ing, for  $132  million  and  lease  it 
back  from  said  investors  until  the 
year  201 1 .  Interesting  numbers  fol- 
low from  that. 

The  depreciation  alone  over  the 
next  40  years  will  come  to  nearly 
$100  million,  presumably  available 
to  shelter  otherwise  taxable  inves- 
tor income.  The  investors  won't  put 
up  a  penny  in  cash.  They  will  buy  the 
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Pittsburgh's  Three  Rivers  Stadium 
A  can't  lose  real  estate  deal? 

stadium  with  $22  million  in  secured 
notes  and  a  $1 10  million  mortgage 
from  the  Stadium  Authority.  Some 
of  the  interest  on  that  mortgage, 
furthermore,  will  be  accrued,  rather 
than  actually  paid  each  year,  until 
201 1,  when  the  sum  is  due.  In  other 
words,  the  investors  get  to  deduct 
interest  each  year  although  they 
haven't  paid  it. 

Now  comes  the  beauty  part.  A 
clause  provides  that  the  city  may 
buy  back  the  stadium  in  201 1  at  its 
then-current  value.  Absent  catas- 
trophe, it  should  be  worth  at  least 
as  much  as  all  the  accrued  interest 
plus  the  principal.  If  the  value  is 
even  more,  the  investors  keep  the 
difference,  are  free  of  debt,  and 
Pittsburgh  gets  back  a  41 -year-old 
stadium.  If,  at  worst,  the  Pirates 
should  move  elsewhere,  or  if  the 
city's  Stadium  Authority  should 
choose  not  to  renew  its  lease,  or 
the  city  elects  not  to  buy  back  the 
stadium,  the  investors  wind  up 
with  nearly  50  acres  of  real  estate 
in  the  heart  of  Pittsburgh. 

— A.D.F.  with  Matthew  Heller 
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"Now  there's  one 
for  voices, too?  GEE!" 

(No,  GTE!) 

That's  right,  an  honest-to-goodness 
mailbox  for  voices.This  service  is  from 
GTE,  and  it's  called  TeleMessager .® 

You  can  leave  a  message  for  one 
person  or  hundreds  —  in  the  United 
States  or  abroad  —  with  a  single  phone 
call.  Messages  are  stored  in  the  peo- 
ple's "mailboxes"  till  they  call  in  for 
them.  (They  can  call  in  from  any- 
where, which  is  especially  helpful 
when  traveling.) 

Then,  regardless  of  where  you  are, 
they  can  likewise  leave  messages  in 
your  "mailbox." 

TeleMessager  works  with  your 
present  phones,  so  you  don't  have  to 
lay  out  one  red  cent  for  equipment.  It 
also,  by  the  way,  works  with  mobile 
phones  and  radio  pagers.  (It  even  has 
a  "redirect"  feature,  that  lets  you  pass 
a  message  on  to  a  third  party,  if  you 
wish.) 

Just  think  —  no  more  missed  calls 
because  someone's  out  of  the  office. 
Or  you're  out  when  they  call  back. 

Everyone  in  your  network  is  on  tap 
twenty-four  hours  a  day.  Seven  days 
a  week. 

Including  you. 

Call  1-800-GEE-NO-GTE 


The  Money  Men 


Ye  buyers  of  tax  shelters  and  glitzy  office 
towers,  hearken  to  the  tale  of  Irv  Maizlish 
and  his  beauty  salons  and  barbershops. 


Strip  miner 


By  Robert  McGough 


T|  he  mayor  of  North  Kansas  City 
is  really  upset  that  I  would  buy 
25%  of  his  town  and  not  say 
hello,"  rumbles  a  chagrined  Irv  Maiz- 
lish into  a  cellular  telephone.  Maiz- 


lish, 55,  is  touring  suburban  shopping 
centers  in  his  dented  Buick  station 
wagon.  He  and  his  partners  at  Kansas 
City,  Mo.'s  Leo  Eisenberg  &  Co.  just 
spent  $112  million  on  property  in  an 
industrial  suburb.  The  suburb's  may- 
or read  about  it  in  last  night's  paper. 


Irv  Maizlish  of  Leo  Eisenberg  &  Co. 

"Where  do  you  get  your  shoe  repaired?' 


Maizlish,  a  hearty  man  who  favors 
salmon-colored  suede  jackets  but  ab- 
jures neckties,  is  a  real  estate  mogul 
of  sorts.  He  doesn't  buy  skyscrapers 
with  glamorous  tenants.  More  impor- 
tant, he  doesn't  buy  property  at  the 
double-digit  price-to-cash-flow  multi- 
ples common  in  the  big  cities  and  the 
big  tax  shelters.  His  maverick  notion 
is  that  real  estate  should  yield  more 
than  passive  investments  like  bonds, 
not  less.  In  short,  don't  bank  on  appre- 
ciation or  tax  benefits.  Bank  on  rent. 

Most  of  the  260  properties  that 
Maizlish  and  his  partners  own  around 
the  U.S.  are  strip  shopping  centers — 
small,  drive-up  shopping  centers  with 
such  tenants  as  grocery  stores,  card 
shops  and  barbershops.  To  many  big 
investors,  strips  are  anathema.  Says 
Charles  Wetterer  of  Stamford, 
Conn.'s  Boston  Bay  Capital:  "Father 
Time  is  a  friend  of  real  real  estate,  but 
not  of  strip  malls." 

Maizlish,  however,  isn't  counting 
on  appreciating  prices.  He  insists  on 
getting  a  high  current  yield — several 
points  better  than  long-term  Treasury 
bonds — from  all  his  proper- 
ties. "It's  got  to  make  eco- 
nomic sense  today,"  he  says. 

Maizlish  may  be  on  to 
something  important.  There 
was  a  time  when  you  could 
pay  whatever  you  wanted  for 
real  estate,  and  inflation 
would  bail  you  out.  No  more. 
Investors  and  banks  all  over 
the  country  now  wish  they 
had  paid  as  much  attention 
to  yield  as  Maizlish  does. 

All  told,  the  partners  at 
Leo  Eisenberg,  of  which 
Maizlish  is  president,  have  a 
$250  million  equity  stake  in 
about  $750  million  of  real  es- 
tate. (Maizlish's  share  is 
probably  at  least  $25  million, 
but  he  won't  say.)  Strip  cen- 
ters have  been  Maizlish's 
specialty  since  1964,  when 
he  built  his  first  in  Overland 
Park,  Kans.  Now  he's  one  of 
the  biggest  developers  of 
strip  centers  in  the  country, 
ranking  with  outfits  like 
Dallas'  Trammel  Crow  Co. 
He  also  develops  office  and 
medical  buildings  and  man- 
ages real  estate. 

Maizlish  comes  across 
more  like  a  Texan  than  a 
Missourian,  and  riding  in  his 
Buick  after  an  ice  storm  is 
like  a  trip  to  the  rodeo.  He 
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There's  no  fat 
in  our  system  so 
there's  none 


in  our  onces. 


The  new  UPS  Next  Day 
r  Letter  and  Next  Day  Air 
k  are,  at  first  glance,  practi- 
lly  identical  to  our  competi- 
'ris  overnight  envelopes. 

But  the  differences  are 
illy  quite  substantial. 


You  see,  the  UPS  system 
operates  so  efficiently,  we  can 
deliver  our  Letter  and  Pak 
for  far  less  than  other  compa- 
nies charge. 

Yet  we  still  manage  to 
provide  you  with  services  no 


one  else  offers.  Such  as  over- 
night delivery  to  every  single 
address  in  the  48  states, 
Hawaii**  and  Puerto  Rico. 

So  if  you  would  like 
to  cut  the  fat  out  of  your  over- 
night shipping  expenses,  use 


— 


::-pound  rate  **  Service  to  Hawaii  requires  one  additional  day  ©  Umred  Panel  Service  of  America,  198^. 


the  UPS  Next  Day  Air  Letter 
and  Pak. 

The  overnight 
reducing  plan  that 
really  works. 
Vfe  run  the  tightest  ship  in 
the  shipping  business. 


ups 


GRAND! 


NO  ARGUMENTS  about  Grand 
Wagoneer's  status  in  the  automo- 
tive universe.  It  is  a  one-of-a-kind. 
A  strange  and  magical  combination 
of  luxury  and  guts.  For  all  its  pres- 
tige and  creature  comforts,  it  is  still 
all  rip-snorting,  stump-pulling, 
head-for-the-hills  Jeep^  And 
Grand  Wagoneer  will  always  be 
that  way. 

nOOM  TO  MOVE,  POWER  TO 

SPARE.  Grand  Wagoneer  will 
hold  six  passengers  in  total  com- 
fort. And  its  optional  360  cubic  inch 
V-8  will  move  them  and  practically 
anything  else  worth  pulling  with 
little  or  no  sweat. 


INTERIOR  ACCOUTRE- 
MENTS. What  you  don't  find  on 
the  inside  of  a  Grand  Wagoneer, 
you  won't  need.  There  is  genuine 
leather  upholstery,  power  every- 
thing, a  premium  sound  system 
that  rivals  many  home  stereos,  and 
more  important,  a  behind-the- 


Wagoneer  Ltd. 


wheel  confidence  you'll  be  hard- 
pressed  to  find  in  virtually  any 
other  kind  of  vehicle. 

SMOOTHER  RIDE,  EASIER 
4-WHEEL  DRIVE  SHIFTING. 

Grand  Wagoneer's  suspension  has 
been  redesigned  to  give  you  the 
smoothest  ride  and  handling  on- 
road,  off-road,  and  any  combina- 
tion thereof.  And  Grand  Wagoneer 
also  lets  you  shift-on-the-fly  into 
4-wheel  drive,  a  very  civilized  way 
of  dealing  with  any  kind  of  road 
surface  or  weather  conditions. 


OnlyinaJecj 


BABY  GRAND 


WAGONEER  LIMITED  is  just  as 
luxurious  and  rambunctious  as  its 
big  brother.  Even  though  the  size 
is  a  bit  smaller,  the  demeanor  is 
still  the  same.  All  Jeep.  But  the 
contents  are  all  luxury.  Wagoneer 
Limited,  a  very  contemporary 
way  to  go,  no  matter  where  you 
plan  on  going. 

FOUR  DOORS  AND  FIVE 
PEOPLE.  A  smaller  size 
doesn't  necessarily  mean  not 
enough  room.  Wagoneer 
Limited's  four  doors  can 
give  five  adults  access  to 
an  interior  with  more  room 
and  luxury  than  they  will 


find  in  any  other  domestic  4-wheel 
drive  vehicle  in  its  class. 

THE  LEADER  IN  ENGINE 
VERSATILITY.  Wagoneer 
Limited  also  leads  the  competition 
with  a  wide  range  of  powertrain 
combinations.  There's  a  2.5  litre 
electronic  fuel-injected  four.  An 
optional  2.8  litre  V-6.  And  an  optional 
2.1  litre  inter-cooled  turbo-diesel,  the 
only  one  you'll  find  in  an  American- 
made  4x4. 


Wagoneer 


OFFICIAL.  This  year,  Jeep 
Wagoneer  has  been  named  as  the 
official  vehicle  of  the  National  Ski 
Patrol.  Not  bad  for  a  wagon  with 
all  this  luxury.  But  then  again, 
Wagoneer  is  still  all  Jeep. 


Safety  belts  save  lives. 

Available  for  purchase  or  lease  at  participating  Jeep 
dealers. 


starts  paying  more  attention  to  his 
spiel  than  to  the  road.  "I'm  not  a  good 
businessman/'  he  says  earnestly. 
"I've  been  able  to  hire  neat  people.  I'm 
the  world's  worst  administrator — 
wait  'til  you  see  my  desk!" 

Suddenly  he  and  a  passenger  find 
themselves  fishtailing  across  three 
lanes  of  an  icy  Kansas  highway.  From 
the  whoop  Maizlish  lets  out,  you'd 
think  he  was  taming  broncos. 

"When  I  ride  with  Irv,  I  fasten  my 
seat  belt,"  confides  his  secretary, 
Diane  Kaemmerer. 

Less  than  an  hour  later,  Maizlish 
and  passenger  skid  their  way  up  a 
highway  exit  ramp,  followed  by  an- 
other car  that  slams  into  the  Buick.  "I 
hate  these  things,"  Maizlish  grumbles 
before  stepping  out  of  his  car.  The 
passenger  wonders  how  often  "these 
things"  happen,  while  Maizlish  hol- 
lers, "You  all  right?"  to  the  fellow 
who  just  dented  his  car. 

Maizlish  may  be  happy-go-lucky  on 
the  road,  but  he  drives  a  hard  bargain 
buying  properties.  Most  good  office 
buildings  today  yield  8%  or  9%,  but 
he  won't  settle  for  that.  "I'd  rather  go 
with  government  bonds,"  he  says. 
(Recent  yield,  9.2%.)  "If  for  the  fore- 
seeable future  you  can  get  an  11%  or 
12%  yield  [on  real  estate],  then  con- 
sider it." 

This  seems  like  reasonable  advice, 


but  few  investors  take  it.  In  March 
last  year  EQK  Realty  Investors  I,  a 
tony  Salomon-sponsored  real  estate 
investment  trust,  was  brought  public 
with  a  market  capitalization  of  $203 
million,  including  a  small  amount  of 
debt.  The  deal  capitalized  the  trust's 
real  estate  at  nearly  14  times  project- 
ed 1986  cash  return — a  pathetic  yield 
of  7.3%. 

Maizlish  is  more  than  a  financier. 
He's  also  an  efficient  operator.  A  case 


There  was  a  time  when  you 
could  pay  whatever  you 
wanted  for  real  estate,  and 
inflation  would  bail  you  out. 
No  more.  Maizlish  won't 
touch  a  property  unless  it 
yields  more  than  T  bonds. 


in  point  is  the  Truman  Corners  Shop- 
ping Center,  also  outside  Kansas  City. 
When  he  bought  the  strip  center  for 
$4  million  from  a  New  York  City  real 
estate  investment  trust,  it  looked  like 
a  loser.  Some  60%  of  the  space  was 
vacant,  and  the  shopping  center 
couldn't  cover  its  mortgage.  "We  took 
a  big  risk  on  the  damn  thing,"  Maiz- 
lish says. 

He  invested  $5.5  million  to  im- 
prove the  strip's  appearance.  Noting 


that  the  center  was  in  a  working-class 
community,  he  rented  to  high-vol- 
ume discounters,  and  the  center 
caught  on.  Today  Truman  Corners 
brings  in  an  annual  $1.3  million  in 
rent  after  expenses  and  before  debt 
service,  for  a  pretax  return  on  capital 
of  14%.  That  doesn't  include  the  po- 
tential from  26  vacant  acres  that  came 
as  part  of  the  deal. 

Maizlish's  tenants  are  short  on 
glamour,  but  then  they  are  selling  ne- 
cessities. "Where  do  you  get  your 
shoe  repaired?  You  can't  go  to  a  mall," 
Maizlish  says.  He  loves  leasing  to  bar- 
bershops and  beauty  salons  because 
they  rarely  go  out  of  business. 

"I  almost  give  space  away  to  dance 
studios,"  he  says.  "Women  drop  off 
their  kids  for  an  hour.  They  can't  go 
home,  there's  not  enough  time.  So 
they  stay  and  shop." 

Maizlish  has  run  into  problems 
renting  to  retailing  fads.  "Video  stores 
can't  stay  in  business,"  he  says. 
"They're  gonna  cost  'em  so  low,  peo- 
ple are  going  to  buy  'em"  instead  of 
renting.  Price  wars  have  also  made 
Maizlish  leery  of  leasing  to  computer 
retailers. 

Dance  studios?  Barbershops?  These 
aren't  the  kinds  of  businesses  that 
Donald  Trump  rubs  shoulders  with. 
They  simply  make  economic  sense. 
Call  it  low-P/E  investing.  ■ 


If  this  is  howyou  thinkof  Coleman, 


Most  people  know  Coleman  makes  lanterns.  What  they  don't  know  is  our  subsidiary 
companies  also  make  more  boats  than  anyone.  Five  lines,  including  Skeeter®  boats.  For 
even  more  surprises,  call  1-800-521-4900,  ext  50  (In  Minnesota,  1-800-642-2800,  ext  50). 


Auto  Con  has  a  materials  handling  miracle 
that  could  save  you  millions. 


|||| 
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We  guarantee  to  move 
your  materials  faster, 
at  less  cost,  with 
no  mistakes. 


AutoCon  is  a  "just  in  time"  mate- 
nals  handling  firm  that  uses 
ingenious  systems  steeped  in 
technology  to  eliminate  materials 
handling  problems  for  a  broad 


range  of  industr  ies.  Millions  of 
dollars  can  be  added  to  profits  by 
eliminating  over  and  undership- 
ments  of  materials,  lost,  late  or 
wrong  shipments — the  kinds 
of  problems  that  can  shut  down 
a  production  line.  Additional 
savings  are  realized  through 
improved  production  scheduling, 
reallocation  of  labor  and  the 
avoidance  of  extra  shipping  costs. 

The  AutoCon  miracle  starts 
quickly  too,  its  turnkey  system  can 


be  in  full  operation  in  any  area  of 
the  Continental  United  States  60 
days  from  the  agreement  to 
proceed. 

Call  Russ  Gilmore,  President, 
at  513/253-3297  for 
more  information. 


>wraDON 


P.O.  Box  2107,  943  Woodley  Road 
Dayton,  Ohio  45401 


Bantam  Books  has  become  one  of  the  world's  largest  and  most  successful 
book  publishers  with  innovations  like  the  "instant  book"  and  blockbusters  like 
Iacocca:  An  Autobiography,  the  best-selling  non-fiction  hardcover  in  history. 
Alberto  Vitale,  Bantam's  president,  co-chief  executive  and  chief  operating  officer, 
says:  "Bantam,  like  Digital,  believes  customer  service  is  the  backbone  of  its  busi- 
ness. Our  Digital  computer  network  handles  on-line  order  processing,  telemarket- 
ing, inventory,  and  all  financial  services.  The  network  ties  these  functions  together, 
so  we  get  very  fast  turnaround!' 

This  enables  Bantam  to  ship  over  10  million  books  a  month  all  over  the 

"A  computer  network  so 
powerful,  it  can  help 
Bantam  compress  a 
one-year  publishing  cycle 
into  three  days!' 

world.  It  also  creates  opportunities,  as  Vitale  explains:  "We  are  one  of  the  few 
publishers  who  can  put  out  an  instant  book.  When  the  U.S.  Olympic  hockey 
team  beat  the  Russians  on  a  Sunday  night,  we  had  Miracle  on  Ice  in  bookstores 
that  Thursday  morning!' 

Digital's  whole  idea  of  making  computer  systems  that  network  together  has 
always  been  to  give  organizations  like  Bantam  a  competitive  advantage.  To  get 
your  own  competitive  advantage  now,  write  to:  Digital 
Equipment  Corporation,  200  Baker  Avenue,  West  Concord 
Massachusetts  01742.  Or  phone  your  local  sales  office. 


ta 
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What  are  the  odds  now  on  the  occurrence 
of  another  nuclear  accident  on  the  scale  of 
the  one  at  Three  Mile  Island? 


Inpo's  race 
against  time 


By  James  Cook 


Ax  36  seconds  after  4  on  the 
morning  of  Mar.  28,  1979  sev- 
b  eral  feedwater  pumps  stopped 
working  at  Unit  2  of  General  Public 
Utilities'  nuclear  station  on  Three 
Mile  Island  in  the  Susquehanna  River 
near  Harrisburg,  Pa.  So  began  the  se- 
ries of  events  that  became  known  as 
the  Three  Mile  Island  nuclear  acci- 
dent, and  that  changed  the  course  of 
the  U.S.  nuclear  power  industry. 

With  the  flow  of  water  stilled  that 
morning,  Unit  2's  reactor  core  began 
to  heat  up.  A  valve  opened  to  relieve 
the  rising  water  pressure,  and  then 
failed  to  close.  For  two  hours  the  four 
men  on  duty  in  the  control  room  did 
not  realize  what  had  happened,  and 
the  reactor  coolant  gradually  drained 
off,  exposing  the  intensely  radioactive 
core  and  thereby  creating  the  ghastly 
risk  of  a  meltdown. 

At  the  time,  TMI  ranked  as  the 
most  fearful  industrial  accident  of  the 
century,  and  it  need  never  have  hap- 
pened. As  the  Kemeny  Commission, 
which  investigated  the  accident,  was 
to  discover,  the  same  valve-closing 
problem  had  arisen  several  times  be- 
fore— at  Toledo  Edison's  Davis-Besse 
plant  in  September  1977,  for  exam- 
ple— and  it  would  probably  have  had 
much  the  same  consequences  if  Da- 
vis-Besse had  not  been  operating  at 
9%  power,  vs.  97%  at  TMI. 

The  Nuclear  Regulatory  Commis- 
sion had  investigated  the  Davis-Besse 
incident,  and  so  had  Babcock  &  Wil- 
cox, the  reactor  manufacturer.  But 
neither  had  alerted  utilities  with 
similar  plants  to  take  preventive  mea- 
sures. And  GPU  was  particularly  vul- 
nerable. Its  plant  operators  were  woe- 
fully undertrained  to  deal  with  emer- 
gency situations.  "Quite  probably," 
the  Kemeny  Report  on  TMI  observed, 


"the  accident  at  Three  Mile  Island 
would  not  have  occurred  if  the  opera- 
tors had  been  .  .  .  trained  in  the  les- 
sons of  Davis-Besse." 

With  NRC  regulation  alone  clearly 
inadequate  to  the  need — after  all,  TMI 
had  met  the  NRC's  safety  require- 
ments— a  group  of  dedicated  nuclear 
advocates  proposed  forming  an  indus- 
try association  to  assure  the  nuclear 
operating  safety  the  NRC  had  patent- 
ly failed  to  provide.  "We  realized  that 
our  compliance  with  regulations  did 
not  mean  safety,"  William  Lee,  chair- 
man of  Duke  Power,  recalls,  "and 
since  we're  all  in  the  same  lifeboat,  all 
captives  of  the  other's  failures,  we  had 
to  take  the  matter  into  our  own  hands 
and  make  sure  that  we  all  behaved." 

The  result  was  the  formation  in 
1979  of  the  Institute  of  Nuclear  Power 
Operations — Inpo,  for  short — which 
ever  since  has  devoted  itself  to  seeing 
that  another  TMI-style  accident  does 
not  happen.  Today  Inpo  occupies  six 
floors  of  a  skyscraper  on  Atlanta's  belt 
parkway.  Inpo  has  400  employees,  an 
operating  budget  of  over  $44  million, 
prestige  enough  to  command  interna- 
tional attention  and  the  enforcement 
weapons  to  bring  any  of  its  55  utility 
members  into  line.  Inpo  has  already 
more  than  proved  its  worth.  The  in- 
dustry's safety  record  has  improved 
every  year  since  Inpo  got  going  in  1 979, 
despite  the  large  number  of  new  plants 
that  have  gone  into  operation  over  the 
last  18  months. 

Inpo's  present  boss,  a  former  nucle- 
ar submarine  commander  and  aide  to 
Admiral  Hyman  Rickover  named 
Zack  T.  Pate,  is  far  from  complacent. 
"The  industry,"  he  says,  "is  no  stron- 
ger than  its  weakest  link." 

Some  links  are  unquestionably 
weaker  than  others.  Last  June  Inpo 
conducted  a  highly  critical  analysis  of 
TVA's  Watts  Bar  plant  that  was  re- 


sponsible in  part  for  TVA's  deciding 
to  close  all  its  nuclear  stations  for 
safety  reasons  until  further  notice. 
"We  did  not  ask  them  to  shut  down," 
Pate  says.  "Neither  did  the  NRC. 
Management  made  that  decision 
based  on  the  inputs  they  had." 

Inpo  could  have  done  so,  however. 
It  has  the  power  to  suspend  members 
that  do  not  comply  with  its  regula- 
tions and  an  obligation  to  inform  Nu- 
clear Electric  Insurance,  Ltd.,  which 
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Northeast  Utilities'  $10  million  simulator  at  the  Millstone  nuclear  plant  in  Waterford,  Conn. 
Nobody  ever  said  nuclear  safety  wouldn't  cost  money — and  lots  of  it. 


Geoffrey  Biddle 


insures  all  the  utilities,  of  what  it  has 
done.  "We  have  never  had  to  impose 
such  restrictions,"  Pate  says,  "but  the 
impact  on  the  utility  financially  and 
by  the  NRC  and  the  insurance  com- 
munity would  be  pretty  harsh.  It's  an 
authority  we  don't  expect  to  use." 

So  Inpo  recommends,  and  the  in- 
dustry hops  to  it.  It  sets  safety  stan- 
dards and  goals,  evaluates  the  safety 
of  plants  in  operation  and  under  con- 
struction and  also  provides  trouble- 


shooting assistance  of  all  sorts  when 
its  utility  sponsors  need  it.  It  also 
analyzes  any  unexpected  operating 
event — feedwater  pump  problems, 
bolt  failures,  turbine  control  and  pro- 
tection system  failures  and  the  like — 
to  determine  what  happened  and 
why,  to  alert  all  other  plants  similarly 
exposed,  and  to  recommend  measures 
to  prevent  its  happening  again. 

With  13  new  plants  put  into  oper- 
ation in  the  past  two  years  and  at  least 


26  more  slated  to  come  in  over  the 
next  five,  Inpo's  most  important  task 
right  now  is  overseeing  the  training  of 
operators  and  supervisors,  and  getting 
their  training  programs  accredited  by 
the  newly  formed  National  Academy 
for  Nuclear  Training  headed  by  Inpo 
Vice  President  Kenneth  Strahm.  "The 
training  manager  used  to  have  no  pow- 
er," says  Strahm.  "But  no  more  He's 
the  third-highest-paid  guy  at  the  plant, 
on  average — after  the  plant  manager 
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The  new  Mercury  Sable  is 
truly  a  sweeping  automotive 
advance.  One  that  shows  we've 
kep;  up  with  the  times  as  much 
as  you  have. 

You  see  it  in  Sable's  wind- 
slippery  shape  that  moves 
through  the  air  more  efficiently 
than  any  other  domestic  four- 
door  sedan.  With  flush  glass  all 
around  to  further  smooth  the  pas- 
sage of  air  and  reduce  wind  noise. 

You  see  it  in  Sables  dramatic 


new  'laser"  lightbar  extending 
between  the  flush-mounted 
aerodynamic  headlamps.  For 
efficient  engine  cooling,  air 
is  drawn  up  from  underneath.  So 
Sable's  front  end  can  be  sculpted 
smoothly  and  smartly. 

It  has  front-wheel  drive,  of 
course.  Driven  by  a  3.0-liter  V-6 
that's  new  right  down  to  the  dip- 
stick. Its  advanced,  electronically 
controlled  fuel  injection  is  of  the 
sequential  port  variety. 


To  ensure  that  this  remark; 
new  Sable  rides  and  handles 
good  as  it  looks,  there's  four-\ 
independent  suspension 
working  in  combination  with  c 
pressurized  shocks. 

Inside,  everyone  will  think 
Sable  as  a  driver's  car.  Excer. 
the  passengers.  Both  bucket 
split  bench  seats  are  available 
with  power  lumbar  support.  C 
trols  are  positioned  right  whe 
your  hands  and  feet  would  I 


Buckle  up— together  we  can  save  lives. 


986  Mercury  Sable. 

fou've  reshaped  your  thinking. 

obviously,  so  have  we. 
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Sophisticated  new  shape.  The  1986  Metcury  Sable. 


i  to  be.  Backlighted  instru- 
ts  tell  you  just  about 
/thing  you  ever  wanted  to 
/  about  a  car's  condition, 
so,  you  can  order  a  defrost- 
/indshield  that  uses  a  new 


electronic  film  to  clear  your  vision 
-a  convenience  offered  by  no 
other  carmaker. 

But  perhaps  most  important  of 
all,  Sable  is  a  Mercury.  And 
Mercury's  commitment  to  quality 


isn't  just  something  written  on 
paper-it's  built  into  the  car. 

You're  ready  for  a  car  that  suits 
today  and  you,  beautifully.  And 
the  car  you're  ready  for  is  ready 
for  you.  The  1986  Mercury  Sable. 


For  more  information,  call  1-800  MERCFAX 


LINCOLN-MERCURY  DIVISION 


MERCURY.  The  shape  you  want  to  be  in. 
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and  the  operations  superintendent." 

By  the  end  of  1 986,  in  fact,  the  acade- 
my has  to  begin  accrediting  610  train- 
ing programs  for  the  ten  key  jobs  at  a 
nuclear  plant — three  grades  of  reactor 
operators;  chemical,  radiological,  in- 
strument and  control  technicians; 
electrical  and  mechanical  mainte- 
nance personnel;  technical  advisers; 
and  training  staff — much  as  the  Ameri- 
can Association  of  University  Profes- 
sorsaccredits educational  institutions. 
Only  125  programs  have  been  ap- 
proved so  far,  and  only  two 
utilities  —  Pennsylvania 
Power  &  Light  and  Public 
Service  Electric  &  Gas — 
have  accredited  personnel 
in  all  ten  critical  slots. 

Accreditation  doesn't 
come  cheap.  At  Carolina 
Power  &  Light,  the 
number  of  training  per- 
sonnel went  from  23  in 
1979  to  141  currently,  the 
training  budget  from  $1 
million  to  $16  million. 
The  industry  now  has 
2,100  full-time  training 
personnel,  four  times  as 
many  as  in  1979. 

Over  the  next  few  years, 
too,  the  industry  will  have 
installed  as  many  as  75 
custom-made  simulators, 
at  costs  ranging  from  $3 
million  to  over  $10  mil- 
lion apiece,  vs.  10  in  1979. 
"That's  an  investment 
that  has  to  be  made,"  Pate 
says,  "to  protect  that  nu- 
clear investment." 

Most  of  the  industry's 
safety  problems,  Pate 
says,  stem  from  "the  need 
for  better  training  and 
just  plain  old  manage- 
ment involvement.  When 
we  do  an  evaluation,  we 
usually  find  it's  manage- 
ment attention,  better 
procedures  and  better 
management  controls 
that  are  needed  rather 

than  money  to  buy  more   

equipment."  When  in  a  two-year  pe- 
riod Inpo  was  confronted  with  22 
cases  of  steam  binding — a  situation 
in  which  water  flashes  to  steam  in  a 
centrifugal  pump— it  didn't  recom- 
mend costly  retrofitting.  It  recom- 
mended that  the  water  temperature 
be  checked  at  least  once  per  standard 
8-hour  shift  to  be  sure  it  was  under 
the  212-degree  flash  point. 

Inpo  works  closely  with  the  NRC, 
but  if  it  finds  something  wrong,  it's 
the  utility  that  alerts  the  NRC,  not 
Inpo— unless  the  utility  fails  to  do  so 


itself.  "We  systematically  identify  the 
plants  that  are  not  performing  as  well 
as  they  should  and  put  more  of  our 
resources  in  these  low  performers," 
Pate  says.  Unlike  a  good  many  utility 
executives,  Pate  doesn't  think  the 
NRC  is  unduly  anxious — "hyster- 
ical," some  say  privately — about  safe- 
ty questions.  "The  NRC  can't  be  too 
concerned,"  he  says.  "The  question  is 
how  do  we  apply  that  concern  in  the 
most  effective  way  to  make  the  plants 
both  operational  and  safe." 


Inpo  President  Zack  T.  Pate 

"The  industry  is  no  stronger  than  its  weakest  link. 


Pate  also  dismisses  any  concern 
that  the  nuclear  utilities'  financial 
problems  will  encourage  them  to 
scrimp  on  safety,  even  though  some 
regulators  are  now  offering  incentives 
that  may  discourage  utilities  from 
shutting  down  for  maintenance  and 
repairs.  But  safety,  Pate  says,  is  too 
vital  to  the  industry's  success  to  be 
compromised.  Besides,  Inpo  is  watch- 
ing. It  had  better  be.  Because  certainly 
such  financial  pressures  exist. 

Only  last  summer  the  NRC  itself 
suggested  that  Toledo  Edison's  finan- 


cial problems  may  have  been  respon- 
sible for  yet  another  accident  at  the 
Davis-Besse  plant.  Seven  years  after 
the  incident  that  prefigured  the  Three 
Mile  Island  accident,  Toledo  Edison 
had  not  corrected  the  problem.  It  had 
been  arguing  all  that  time  with  the 
NRC  over  whether  it  should  install  a 
$1.2  million  backup  feedwater  pump, 
an  outlay  Toledo  Edison  argued  was 
needlessly  costly.  The  result  is  that 
last  June  the  Davis-Besse  feedwater 
pumps  once  again  failed,  a  valve  mal- 
functioned and  the  core 
threatened  to  heat  up. 
"Faulty  equipment  set  the 
event  in  motion,"  Pate 
says,  "but  the  operators 
knew  what  to  do  and  used 
alternative  procedures  to 
keep  the  event  from  get- 
ting out  of  hand." 

The  NRC  was  so  exer- 
cised about  that  episode 
that  it  levied  an  unprece- 
dented $900,000  fine 
against  Toledo  Edison. 
Pate  himself  bluntly  re- 
fuses to  let  Toledo  Edison 
off  the  hook.  "I  think  that 
Davis-Besse,  both  corpo- 
rate and  plant  staff,  didn't 
put  the  resources  into 
maintenance  and  training 
they  should  have."  He 
doesn't  let  Inpo  off,  either. 
"We  should  have  found 
some  of  the  problems  in 
maintenance  and  testing 
that  would  have  made  the 
event  less  serious,  or  even 
helped  to  avoid  it." 

Pate  is  well  aware  that 
the  probabilities  of  an  ac- 
cident depend  on  the 
number  of  nuclear  sta- 
tions there  are  and  the 
length  of  time  the  indus- 
try remains  accident-free. 
His  goal  is  to  lower  the 
probabilities  as  far  as  pos- 
sible. "I  like  to  think  we'll 
go  well  beyond  the  end  of 
the  century  before  the  sta- 
—  tistics  catch  up  with  us 
again,  and  maybe  never.  If  you  say  in 
the  U.S.  we  had  400  reactor-years  of 
experience  before  TMI  happened,  you 
might  say,  well,  after  400  more  years 
we  can  expect  another  TMI.  We've 
probably  accumulated  800  years  right 
now.  If  you  operate  reactors  long 
enough,  eventually  someone  else  will 
damage  a  core,  but  I'd  like  to  see  us 
push  that  point  so  far  out  in  the  future 
we  don't  have  to  worry  about  it,  and 
insure  that,  if  it  does  happen  again, 
the  economic  impact  will  be  small 
and  the  danger  to  the  public,  zero."  ■ 
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nsterdam  •  Athens  •  Belgrade  •  Berlin  •  Brussels  •  Bucharest  •  Budapest  •  Dubrovnik  •  Frankfurt  •  Genra?  •  Hamburg  •  Helsinki  •  Istanbul  •  Leningrad 

Pan  Am  Flies  lb 
More  Places  In  Europe 

Than  All  U.S.  Airlines 

Combined. 

When  youplan  to  go  to  Europe,  call  Pan  Am  first.  We 
have  so  many  flights  to  so  many  cities,  you  probably  won't 
have  to  make  a  second  call  to  anyone  else. 

Starting  April  27  th,  we'll  be  offering  you  even  more- 
new  service  to  Oslo,  Helsinki  and  Prague,  as  well  as 
nonstops  to  Shannon,  Milan*  and  Madrid.  And  Pan  Am 
will  become  the  only  U.S.  airline  to  fly  into  Leningrad  and 
Moscow! 

Only  Pan  Am  offers  you  over  200  flights  a  week  to 
31  cities  in  20  European  countries.  With 
a  schedule  like  this,  and  experience  like 
Pan  Am's,  why  fly  with  anyone  else? 


Pan  Am.You  Can  t  Beat  The  Experience? 

•"Service  effective  3/13/86.  Schedules  subject  to  change  without  notice. 


London  •  Madrid  •  Milan  •  Moscow  •  Munich  •  Nice  •  Nuremberg  •  Oslo  •  Paris  •  Prague  •  Rome  •  Shannon  •  Stuttgart  •  Vienna  •  Warsaio  •  Zagreb  •  Zurich 


The  personal  computer 
that  raised  high  performance 

to  new  heights. 

If  you  work  with  high  volumes  of  information, 

you  need  answers  fast. 


You  need  a  personal  computer  that's  up 
to  the  task. 

Which  is  why  IBM  created  the  Personal 
Computer  AT®  system.  Its  changed  a  lot  of 
ideas  about  business  computing. 

The  idea  of  "fast"  has  become  much 
faster.  The  idea  of  "'data  capacity"  has 
become  far  greater. 

There  are  new  definitions  of  "power"  in  a 
stand-alone  PC.  While  phrases  like  "sharing 
files"  and  "multi-user  systems"  are  being 
heard  more  often. 

And  surprisingly,  words  like  "affordable" 
and  "state-of-the-art"are  being  used  together. 

Clearly,  the  Personal  Computer  AT  is 
different  from  anything  that  came  before. 
And  what  sets  it  apart  can  be  neatly  summed 
up  in  two  words. 

Advanced  Technology. 

If  you  Ve  ever  used  a  personal  computer 
before,  you'll  notice  the  advances  right  away. 

To  begin  with,  the  Personal  Computer  AT 
is  extraordinarily  fast.  That  s  something 
you'll  appreciate  every  time  you  recalculate  a 
spreadsheet.  Or  search  through  a  data  base. 

It  can  store  mountains  of  information  — 
literally  thousands  of  pages'  worth— with  a 
single  "hard  file"  (fixed  disk).  And  now  you 
can  customize  your  system  to  store  up  to 


30,000  pages  with  the  addition  of  a  second 
hard  file. 

The  Personal  Computer  AT  runs  many  of 
the  thousands  of  programs  written  for  the 
IBM  PC  family.  Like  IBM's  TopView,  the 
program  that  lets  you  run  and  "window" 
several  other  programs  at  once. 

Perhaps  best  of  all,  it  works  well  with  both 
the  IBM  PC  and  PC/XT.  Which  is  welcome 
news  if  you've  already  made  an  investment  in 
computers. 

You  can  connect  a  Personal  Computer  AT 
to  the  IBM  PC  Network,  to  share  files, 
printers  and  other  peripherals  with  other 
IBM  PCs. 

You  can  also  use  a  Personal  Computer  AT 
as  the  centerpiece  of  a  three-user  system, 
with  your  existing  IBM  PCs  as  workstations. 

Most  important,  only  the  Personal 
Computer  AT  offers  these  capabilities  and 
IBM's  commitment  to  quality,  service  and 
support.  (A  combination  that  cant  be 
cloned.) 

If  you'd  like  to  learn  more  about  the  IBM 
Personal  Computer  AT,  see  your  Authorized 
IBM  PC  Dealer.  IBM  Product  Center  or  IBM 
marketing  representative.  For  a  store  near 
you.  call  1-800-447-4700  (in  Alaska,  call 
1-800-447-0890). 


The  IBM  Personal  Computer  AT, 
for  Advanced  Technology. 


Persona!  Computer  AT  PC/XT  and  TopView  are  trademarks  of  International  Business  Machines  Corporation. 
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While  politicians  bicker  over  trade,  U.S. 
and  Indian  businessmen  are  hammering 
links  that  benefit  both  countries. 


Planet  computer 


By  Marc  Beauchamp 


T|  WENTY-TWO  THOUSAND  five 
hundred  miles  above  the  Atlan- 
tic floats  an  Intelsat  V  satellite. 
Off  one  of  its  transponders  are 
bounced  communications  between 
Texas  Instruments'  Dallas  office  and 
TI's  research  center  in  Bedford,  En- 
gland. Equally  high  above  the  Indian 
Ocean,  a  transponder  on  board  a  sec- 
ond bird  will  link  TI's  Bedford  engi- 
neers to  TI's  soon-to-be  installed 
earth  station  in  Bangalore,  a  city  (pop. 
1.5  million)  in  southern  India. 


Bangalore?  Welcome  to  planet  com- 
puter. Come  April,  35  Tl-trained  Indi- 
an software  engineers  will  develop 
programs  that  TI  will  use  to  design 
computer  chips.  Starting  this  fall  they 
will  export  their  programs  from  Ban- 
galore via  satellite  to  Bedford,  by  sat- 
ellite again  to  TI's  Dallas  mainframes. 

Why  India?  Money,  in  part.  Accord- 
ing to  Robert  W.  Rozeboom,  vice 
president  of  TI's  semiconductor 
group,  Indian  software  engineers  cost 
from  one-half  to  one-third  what  U.S. 
engineers  (whose  annual  salaries 
alone  range  from  $30,000  to  $45,000) 


cost.  From  labor  savings  alone,  TI  will 
quickly  recoup  the  project's  cost. 

But  why  India  and  not  some  other 
poor  country?  Because  it  has  a  vast 
brain  pool.  The  country  boasts  148 
universities,  1,600  colleges,  5  tech- 
nology institutes  and  over  900  labora- 
tories. India  graduates  160,000  scien- 
tists and  technical  personnel  annual- 
ly. For  most  of  these  graduates 
English  is  a  second — and  sometimes  a 
first — language. 

TI  is  not  alone: 

•  Last  June,  Belmont,  Calif. 's  For- 
tune Systems  Vice  President  Allan 
May  flew  to  Bangalore  and  signed  a 
deal  to  buy  software  developed  by  Kir- 
loskar  Computer  Services'  50  soft- 
ware engineers.  May  plans  to  sell  the 
software  worldwide.  "There's  little 
[the  Indian  engineers)  can't  do  as  well 
or  as  fast  as  here,"  exclaims  May. 

•  In  October,  Citibank  set  up  Citi- 
bank Overseas  Software  Ltd.  in  a  free 
trade  zone  near  Bombay  airport. 
Twenty-five  Indian  engineers  are  gen- 
erating financial  software — such  as 
cost  accounting  programs — for  Citi- 
bank's internal  use  now,  but  for  sale 
to  anyone  starting  next  year. 

•  Last  year,  Beaverton,  Ore. -based 
Tektronix,  Inc.  (Forbes,  Jan.  27)  con- 
tracted with  Hinditron  Services  of 
Bombay  for  software  to  drive  its 
graphic  displays  and  test  instruments. 
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or  this  Cadillac,  a  powerful,  5.0  liter  VJ 


Hinditron's  client  list  reads 
like  a  who's  who  of  U.S.  com- 
puter makers:  Digital  Equip- 
ment Corp.,  Data  General  and 
Hewlett-Packard. 

•  The  Japanese,  eager  to 
catch  the  U.S.  in  software, 
have  also  spotted  India's  poten- 
tial. Last  year  PSI  Systems  was 
set  up  in  Bangalore,  India's  Sili- 
con Valley,  to  develop  software 
for  the  Japanese.  More  Japanese 
software  deals  are  pending. 

Long  ambivalent  about — and 
often  downright  hostile  to — 
U.S.  multinationals,  Indian 
politicians  are  now  courting 
U.S.  technology  firms.  Last 
spring  the  government  slashed 
duties  on  computers  and  made 
it  easier  for  foreign  high-tech 
firms  to  set  up  majority-owned 
subsidiaries.  Export-oriented 
tures  like  TPs  Bangalore  operation 
can  be  100%  foreign-owned.  Even  In- 
dia's notoriously  counterproductive 
bureaucracy  seems  less  inclined  to 
drive  foreign  investors  to  distraction. 
"Our  deal  went  through  in  six  months 
and  intact,"  reports  Fortune  Systems' 
May.  "Before  it  would  have  taken  two 
to  three  years."  A  far  cry  from  the  late 
1970s,  when  IBM  and  Coca-Cola  were 
driven  from  the  country. 

The  new  hospitality  is  of  a  piece 


Texas  Instruments'  Rozeboom  ( 
Good  for  them,  good,  for  us. 


center) 


ven- 


with  the  low-key  pragmatism  of  the 
country's  young  prime  minister,  Rajiv 
Gandhi.  India  wants  to  keep  more  of 
its  brightest  graduates  at  home,  rather 
than  seeing  them  emigrate  to  the  U.S. 
and  elsewhere.  Software  development 
can  help  keep  them  at  home  and  gain- 
fully employed.  Software  engineering 
is  especially  attractive  to  India  be- 
cause it  is  so  labor-intensive.  Exam- 
ple: New  Delhi's  DCM  Data  Products 
(sales,  $20  million)  recently  unveiled 
software  for  Apple's  Macintosh.  The 


software,  which  DCM  plans  to 
introduce  to  the  U.S.  in  March, 
took  six  software  engineers  12 
months  to  write.  Cost:  only 
$180,000. 

Another  Indian  firm  expand- 
ing rapidly  into  software  is 
Bombay's  $6  billion  (revenues) 
Tata  Sons,  Ltd.,  India's  largest 
conglomerate.  Six  years  ago 
Tata  Sons  and  Burroughs  Corp. 
created  Tata  Burroughs  Ltd., 
which  recently  went  public  on 
the  Bombay  stock  exchange 
and  now  employs  some  800 
software  and  service  people. 

Eventually,  India's  knowl- 
edge of  software  may  help 
make  it  a  world  power  in  all 
facets  of  the  computer.  But 
Electronics  Minister  M.S.  San- 

  jeevi  Rao  says  there  is  no  rush. 

"We're  not  dreaming  of  building  su- 
percomputers," he  told  Forbes  during 
a  December  swing  through  U.S.  tech- 
nology capitals.  "The  emphasis  now 
is  on  the  software,  then  on  computer- 
aided  design  and  engineering."  He 
suggested  Americans  shouldn't  think 
of  India  as  a  rival  in  the  computer 
business — like  Japan — but  as  an  ally. 

Said  he:  "Together,  the  world's 
greatest  democracy  and  the  world's 
largest  democracy  can  play  a  domi- 
nant role  in  services  worldwide."  ■ 


BEST  OF  ALL...  (m\ 
IT'S  A  CADILLAC.  s3/ 


The  Up  &  Comers 


Fumbles 


Tuition  at  the  Harvard  Business  School 
costs  $10, 750 per  year.  Real-life  lessons  like 
Don  Gustafson  s  generally  cost  more  but 
are  also  worth  more. 

The  $29  million 
lesson 


By  Alyssa  A.  Lappen 


Cradoc  Bagsha* 


Kroy's  new  chief  executive,  Enrol  Bar  tine 

Begging  his  best  "peddlers"  to  forgive  and  forget. 


If  the  best  lessons  are  the  most 
expensive  ones,  Donald  Gustafson 
has  bought  himself  a  fine  educa- 
tion. Six  years  ago  Gustafson's  stake 
in  the  little  office  equipment  com- 
pany he  started,  Kroy  Inc.,  was  worth 
$40  million.  Today  it  is  worth  $11 
million. 

"I  have  learned  a  marketing  lesson, 
and  I  hope  it's  one  of  the  last  we  ever 
learn,"  Gustafson,  67,  grimaces. 
Asked  to  articulate  the  $29  million 
lesson,  he  replies:  "That  [by  pushing] 
sales  growth  at  the  expense  of  profits, 
you'll  self-destruct." 

Let's  back  up.  Gustafson,  formerly 
a  vice  president  at  a  Minneapolis 
bank,  bought  control  of  Kroy,  then  a 
thermoplastics  company,  in  the 
1960s.  Kroy  developed  a  nifty  letter- 
ing machine,  which  resembles  the 
Dymo  labeling  gun,  except  that 
Kroy's  rotating-disk  fonts  type  black 
letters  onto  clear  tape.  Press  the  tape 
onto  a  paper  master,  make  a  copy  and 
presto!  all  you  see  is  a  typeset  head- 
line. The  machines  became  a  success 
with  engineers  and  architects,  but 
now  anyone  with  reports  and  memos 
to  jazz  up  can  use  them.  The  cheapest 
ones  sell  for  $295;  for  $2,495  you  can 
get  a  fancy  electronic  keyboard  that 
lets  you  type  over  errors. 

Gustafson  sold  the  machines 
through  a  network  of  1,000  indepen- 
dent office  supply  dealers  around  the 
country — "peddlers,"  Gustafson  con- 
descendingly called  his  dealers.  But 
the  peddlers  knew  their  territories 
and  helped  keep  Kroy's  overhead 
down.  By  1982,  when  Forbes  wrote 
glowingly  of  the  company,  Kroy's 
sales  had  reached  $44  million,  profits 
$6.1  million  (Forbes,  Dec.  20,  1982). 

Now  comes  Gustafson's  expensive 
education.  Kroy's  36%  return  on  equi- 
ty, Gustafson  reasonably  figured,  was 
bound  to  attract  competition,  maybe 
from  such  office  products  giants  as 
IBM,  Wang,  Sperry  or  Exxon.  To  get 
the  jump  on  the  giants,  Gustafson  de- 
cided to  expand  his  product  line  to 
include  high-priced  computerized 
headline  writers  with  electronic  key- 
boards and  cassette  memory  banks. 
Price,  when  the  product  finally  ar- 
rived: $4,995.  To  move  these  upmar- 
ket machines,  Gustafson  decided  to 
dump  his  1,000  "peddlers,"  on  the 
grounds  that  independents  would  not 
be  up  to  the  task  of  selling  against  the 
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Look  into  Stone  Container 


Innovative  packaging  in  tune 
with  the  times. 

Our  people  have  the  commitment.  Our  customers  have  the  proof. 

We  are  a  leader  in  the  corrugated  container  industry  because  we 
march  to  our  customers'  drummers.  We  create  new  packaging 
concepts  to  fit  our  customers'  current  needs.  Fresh,  functional 
designs  that  have  set  new  standards  of  excellence. 

Like  the  innovative  corrugated  and  plastic  skin  packages 
we  developed  for  a  medley  of  unusual  shaped  large  products. 
Everything  from  tubas  to  heavy  electric  chain  saws. 

We  also  developed  the  packaging  systems  to  complement  these 
designs.  With  our  corrugated  container  forming  systems,  we  offer 
all  of  our  customers  higher  productivity  at  lower  cost  and  single 
source  responsibility.  Plus  greater  product  protection. 

It's  all  part  of  Stone's  commitment  to  match  new  product 
development  with  new  systems  for  cost-effective  packaging. 

Innovation.  The  first  word  in  our  company  philosophy- 
Innovation,  Quality,  Service. 

Three  little  words.  One  big  commitment.  Our  people  have  it. 
Our  customers  get  it. 


H Stone  Container  Corporation 
Innovation*  Quality  •  Service 

Chicago,  IL  60601 


 SMART  COMPANIES  CHOOSE  A  SMART  COMPANY  

MCI  GIVES  TWA 
FIRST-CLASS  SERVICE 
TO  EVERY  CITY  IN  THE  USA 


An  airline  that's  "leading  the  way"SM  doesn't  want  a  communications  company  that 

could  hold  it  back.  With  MCI,  TWA  gets  high-flying  services  and  options  that  can  keep  it 

taking  off  in  new  directions. 

6  MCI:  THE  SMART  CHOICE. 

Few  industries  are  as  communications-intensive — and  value-sensitive— as  travel 
and  transportation.  Little  wonder  nine  of  the  top  ten  airlines,  plus  tens  of  thousands  of 
other  travel-related  businesses,  big  and  small,  turn  to  MCI  for  the  most  modern  voice 
and  data  communications  network.  Anywhere.  At  any  price. 

COMPETITIVE  SERVICES  THAT  WONT  LEAVE  YOU  AT  THE  GATE. 

MCI  innovation  makes  things  possible  for  our  customers  you  simply  won't  find 
anywhere  else.  Services  that  give  you— and  us— a  potent  edge. 

Consider  MCI  PrismSM— a  unique,  totally  new  way  of  looking  at  long  distance 
across  America  and  to  a  growing  number  of  countries  around  the  world.  Regardless  of 
your  usage  patterns,  you're  guaranteed  MCI's  lowest  available  rate  on  every  call.  For  cost 
advantages  without  administrative  headaches. 

Or  MCI  Mailf  transmitting  correspondence  instantaneously,  or  delivering  hard 
copy  on  your  letterhead,  electronically.  Across  the  country  and  around  the  world. 
Saving  time  (and  dollars)  versus  lesser  systems. 

And  these  are  just  part  of  a  full  menu  of  services  and  systems  that  can  turn  your 
ordinary  telephone  into  a  most  extraordinary  business  tool. 

SMART  COMPANIES  CHOOSE  SMART  COMPANIES. 

If  communication  is  part  of  your  business,  no  communications  business  is  smarter, 
sharper,  or  works  harder  for  you  than  MCI.  Which  explains  why  407  of  the  FORTUNE 
500,  and  363  of  the  FORTUNE  Service  500,  have  signed  on  with  MCI.  In  fact,  when 
FORTUNE  asked  top  business  and  financial  leaders  which  companies  had  the  smarts, 
savvy  and  abilities  they  respect  and  admire  most,  eight  of  the  top  ten  proved  to  be  MCI 
customers.  YOUR  CHOICE  CAN  MAKE  A  DIFFERENCE. 

Your  local  phone  company  is  putting  machinery  in  motion  to  have  you  choose 
a  long  distance  company.  When  it's  your  turn,  remember  who  TWA  thought  was 
just  the  ticket.  And  whom  you  can  feel  comfortable 
picking.  Without  reservation. 


MCI 


M"  !  eading  the  way  '  is  a  service  mark  of  Trans  World  Airlines.  Inc 

CIPrux.isa^-atcemarkofMCICommunicationsCorporation  .    _         _  _T   T  —  _  -    _  _ 

^^z^^^^0^^0^^''     WE  SOUND  BETTER  TO  BUSINESS. 


button-down  boys  from  IBM. 

No  matter  that  the  independents 
knew  their  markets  and  their  ac- 
counts, many  of  them  small  local 
businesses.  No  matter  that  Gustafson 
had  to  start  his  new  marketing  force 
from  scratch.  In  place  of  the  indepen- 
dents, Gustafson  hired  a  direct  sales 
staff  of  140  to  work  out  of  23  branch 
sales  offices  and  put  them  in  competi- 
tion against  Kroy's  old  "peddlers." 
The  predictable  results  were  (1)  some 
very  hard  feelings  and  (2)  internal  cha- 
os. In  the  midst  of  all  this,  Gustafson 
moved  Kroy's  headquarters  to  Scotts- 
dale,  Ariz.,  where  he  planned  soon  to 
retire. 

By  fiscal  1983  (ended  March  1983) 
Kroy's  sales  had  climbed  to  $47  mil- 
lion. Profits,  however,  fell  nearly  a 
third,  to  $4.5  million.  The  new  gen- 
eration of  letterers  was  delayed,  forc- 
ing Gustafson's  expensive  new  sales- 
men to  move  the  older,  cheaper  mod- 
els. Rather  than  throttle  back  on  his 
new  marketing  strategy,  Gustafson 
hired  110  more  salesmen.  By  fiscal 
1985  sales  had  reached  $66  million. 
But  operating  earnings  had  all  but 
evaporated. 

Gustafson  had  also  erred  in  1981, 
when  he  asked  Scott  Drill  to  take  over 
Kroy's  Far  East  sales.  Drill,  who  had 
been  Kroy's  international  sales  man- 
ager, took  the  offer  as  an  insult.  In 
February  1983,  as  Gustafson  fretfully 
scanned  the  horizon  for  competition 
that  failed  to  appear,  Drill  started  Var- 
itronic  Systems  and  eventually  took 
14  other  frustrated  Kroy  managers  out 
the  back  door.  Varitronic  quickly 
came  out  with  a  couple  of  Japanese- 
made  lettering  machines.  Dubbed 
"Merlin,"  Varitronic's  machines  are 
similar  in  principle  to  Kroy's  but  are 
smaller,  twice  as  fast  and  cheaper. 

Drill  already  had  a  willing  sales 
force:  the  independents  over  whom 
Gustafson  had  run  roughshod.  Just  14 
months  in  business,  Varitronic  has 
already  sold  $20  million  worth  of 
Merlins  and  now  wants  a  piece  of 
Kroy's  tape  and  carbon  supply  busi- 
ness as  well.  "If  you  are  writing  about 
Kroy,"  a  jubilant  Drill  tells  Forbes, 
"you  are  writing  about  the  wrong 
company." 

Couldn't  Gustafson  have  soothed 
Drill  and  the  other  defectors?  Possi- 
bly. But  he  had  already  repaired  to 
Scottsdale  to  play  golf  and  oversee  the 
corporate  move.  Sublesson  here:  If 
you  push  people  around,  don't  be  sur- 
prised when  they  shove  back. 

Finally,  in  February  of  last  year, 
Gustafson  brought  in  Errol  Bartine  to 
clean  up  the  mess.  Bartine,  54,  a  for- 
mer planning  director  and  corporate 
vice  president  at  Sperry  and  AM  Inter- 


national, immediately  began  closing 
Kroy's  new  sales  offices.  On  average, 
each  of  Kroy's  salesmen  was  produc- 
ing less  than  $200,000  annually  in 
sale's.  "If  you  can't  get  $400,000  to 
$500,000  [in  sales]  per  salesperson  per 
year,  you  have  no  business  trying  to 
maintain  a  direct  operation,"  says 
Bartine,  who  has  already  shuttered  1 1 
branches  and  laid  off  a  third  of  the 
company's  work  force,  which  now 
numbers  about  700. 

Now  Bartine  is  sorting  through  the 
ranks  of  his  remaining  400  "ped- 
dlers," begging  the  good  ones  to  for- 
give and  forget.  He  now  has  80  high- 


volume  dealers  and  hopes  to  build 
that  to  at  least  225.  On  a  less  positive 
note,  Bartine  is  suing  Varitronic  for 
patent  infringement. 

Bartine's  most  recent  report  card  is 
impressive.  Kroy's  operating  expenses 
were  down  25%  in  the  first  nine 
months  of  fiscal  1986  (ending  Mar. 
31).  Earnings  were  back  up  to  $4.8 
million  on  sales  of  $45  million,  com- 
pared with  less  than  $1  million  on 
sales  of  $49  million  in  the  same  peri- 
od last  year.  If  Bartine  can  maintain 
this  pace,  the  $29  million  hit  to  Gus- 
tafson's net  worth  will  have  been  tu- 
ition well  spent.  ■ 


The  Up  &  Comers 


Stars 


The  attraction  of  Third  World  manufac- 
turing is  obvious.  The  dangers  are  less 
obvious  but,  as  The  Cherokee  Group's  fim 
Argyropoulos  discovered,  no  less  real. 

Make  mine 
American 


By  Ellen  Paris 


IF  YOU  NEVER  MAKE  MISTAKES,  it's 
probably  because  you  aren't  trying 
hard  enough.  What  matters  is 
whether  you  learn  from  the  mistakes. 
James  Argyropoulos,  41,  built  a  small 
shoe  repair  business  into  the  $84  mil- 
lion-a-year  Cherokee  Group,  a  maker 
of  women's  shoes  and  apparel  based  in 
North  Hollywood,  Calif.  To  keep  his 
production  costs  down,  Argyropoulos 
did  what  countless  other  U.S.  compa- 
nies have  done:  moved  production 
overseas.  In  1983  he  shifted  most  of 
Cherokee  Group's  shoe  production  to 
Brazil,  where  labor  gets  75  cents  per 
hour,  vs.  the  $6-to-$12  per  hour  that 
Argyropoulos  was  paying  his  U.S. 
workers. 

Argyropoulos  underestimated  the 
importance  of  the  fact  that  produc- 
tion costs  are  not  the  only  thing  a 
company  must  consider.  Especially  in 
fashion  merchandise,  you  have  to  get 
your  stuff  to  market  fast,  and  it  has  to 


look  exactly  right.  Argyropoulos  built 
Cherokee  on  very  little  capital  be- 
cause he  procured  orders  before  he 
began  manufacturing.  By  borrowing 
against  the  firm  orders,  he  could,  in 
effect,  tap  his  customers  for  Chero- 
kee's working  capital.  But  this  type  of 
operation  requires  tight  production 
control,  the  ability  to  deliver  as  prom- 
ised— an  ability,  Argyropoulos  discov- 
ered, that  went  by  the  boards  when  he 
abandoned  the  U.S.  for  Brazil. 

"We  screwed  up,"  recalls  Argyro- 
poulos of  his  decision  to  cut  in  Brazil. 
"Originally  we  were  looking  at  im- 
porting the  uppers.  Then  we  got  car- 
ried away  and  started  importing  the 
entire  shoe.  But  the  Brazilian  shoes 
did  not  look  like  Cherokee  shoes. 
They  were  just  another  Brazilian 
shoe.  The  quality  was  crap.  And  deliv- 
eries were  so  late  we  lost  $11  million 
in  orders  that  were  canceled." 

'We  were  in  bad  shape,"  he  says, 
"but  we  quickly  decided  to  shoot  off 
the  whole  program  and  go  back  to  our 
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'ek'Satons 


Excellence 

•  Distinguished  by  superiority;  e.g.,  123,000 
committed,  dedicated  employees— highly 
skilled  in  complementary  technologies. 

•  A  standard,  like  the  auality  of  products 
being  developed  in  our  five  core  business  areas. 

•  A  surpassing  achievement,  such  as  '85  sales 
exceeding  $11  billion. 


.'sSSSS 


The  Nautilus  Configuration:  It  is  nature's 
inspiration  for  excellence  in  science  and  engineer- 
ing. It  is  also  a  symbol  of  the  commitment  of 
Rockwell  employees. 

The  quest  for  excellence  by  our  25,000  engineers, 
scientists  and  supporting  technical  personnel  shapes  the  work 
of  Rockwell's  123,000  employees  worldwide.  And  results  in  the 
elegant  solutions  to  customer  needs  that  make  Rockwell  a 
leader  in  five  diverse  areas  of  commercial  and  government 
business. 

Excellence  is  also  a  major  reason  for  the  ongoing 
record  of  financial  growth  that  brought  us  more 
than  $11  billion  in  sales  and  record  earnings 
in  1985. 

To  learn  more  about  us,  write:  Rockwell 
International,  Department  815R-3, 
600  Grant  Street,  Pittsburgh,  PA  15219. 


• 


Rockwell 
International 


...where  science  gets  down  to  business 

Aerospace  /  Electronics  /  Automotive 
General  Industries  /A-B  Industrial  Automation 


own  U.S.  factories." 

Eighteen  months  later  three- 
fourths  of  Cherokee's  shoes  are  again 
made  in  two  company-owned  fac- 
tories in  Gardena,  Calif.;  the  rest  are 
contracted  to  two  factories,  in  Los 
Angeles  and  Clintonville,  Wis.  Chero- 
kee's only  overseas  production  is  the 
5%  of  the  uppers  that  are  sent  to  fac- 
tories in  the  Dominican  Republic  and 
Mexico  for  hand  stitching  at  around 
$3  per  pair.  Argyropoulos  says  he 
could  cut  his  labor  bill  by  maybe  30% 
if  he  manufactured  in  Taiwan — but  at 
the  risk  of  repeating  his  Brazilian  ex- 
perience. With  production  back  in  the 
U.S.,  Argyropoulos  can  now  turn 
around  an  order  in  four  or  six  weeks — 
one-third  the  time  the  Brazilians 
took — and  deliver  the  quality  his  cus- 
tomers have  come  to  expect. 

The  Brazilian  setback  might  have 
felled  a  less  determined  man  than  Ar- 
gyropoulos, but  since  the  Greek  im- 
migrant's son  never  expected  a  rose 
garden,  he  wasn't  shaken  to  his  core 
when  he  found  a  few  thorns  in  his 
hand.  Argyropoulos,  who  only  gradu- 
ated from  high  school,  is  what  many 
eager  business  school  applicants 
think  they  can  somehow  learn  to  be— 


a  successful  entrepreneur,  creator  of  a 
dynamic  business.  We  wish  them 
luck.  Entrepreneurs  of  this  type  are 
born,  not  made. 

In  1958  Argyropoulos'  father,  a  cob- 
bler from  a  poor  village  in  Greece's 
flinty  Peloponnesus,  moved  the  fam- 
ily to  Chicago's  Edison  Park  area. 
James  Argyropoulos  was  14  and  spoke 
no  English.  The  boy  helped  his  father 
run  a  small  shoe  repair  shop  until  he 
was  18,  then  split  for  Los  Angeles  to 
play  his  electric  guitar  for  hopeful 
rock  bands.  In  1968,  married  and  with 
a  child  on  the  way,  Argyropoulos  put 
down  his  guitar  and  bought  a  little 
shoe  repair  business. 

Throw  away  your  nicely  typed  busi- 
ness plans.  Shred  your  shrewd  regres- 
sion analyses.  Never  mind  the  deci- 
sion grids.  Argyropoulos  got  where  he 
did  simply  by  following  his  instincts. 

Most  of  Argyropoulos'  early  cus- 
tomers were  hippies  and  flower  chil- 
dren, for  whom  the  young  cobbler,  in 
his  spare  time,  made  custom  sandals, 
casual  leather  shoes  and  wooden  clogs 
with  hand-painted  leather  uppers.  In 
1972  a  Santa  Monica  shoe  retailer  or- 
dered 60  pairs.  Argyropoulos  made 
each  pair  himself,  mostly  at  night  and 


on  weekends,  netting  around  $6  a 
pair.  Before  long  the  distinctive  shoes 
acquired  something  of  a  cult  follow- 
ing among  teenage  girls. 

In  1973  the  cobbler's  son  began 
manufacturing  shoes  from  a  garage  in 
Venice,  Calif.  Argyropoulos  named 
his  company  Cherokee,  he  says,  be- 
cause it  sounded  so  American.  (So  you 
thought  Americans  would  only  buy 
stuff  that  sounded  foreign?) 

Gradually  the  clunky  Cherokee 
shoe  followed  its  reputation  eastward. 
Macy's  took  on  the  line,  as  did  Bloom- 
ingdale's  and  Dayton-Hudson.  By 
1983,  the  year  Cherokee  went  public, 
Argyropoulos  was  moving  1.5  million 
pairs  annually. 

From  1979  to  1980  Cherokee's  shoe 
sales  tripled.  Did  Argyropoulos  pop 
the  champagne  cork?  No,  he  worried 
that  things  were  going  too  well,  that 
his  shoes  were  riding  a  fad.  He  began 
diversifying  against  the  day  the  fad 
evaporated. 

"I  started  visualizing  Cherokee  as 
an  umbrella  for  a  number  of  prod- 
ucts," Argyropoulos  recalls.  To  bring 
in  more  products,  he  teamed  up  with 
Robert  Margolis,  now  38,  a  skiing 
buddy  who  had  founded  and  sold  a 


Cherokee  Group  founder  James  Argyropoulos 
Forget  M.BJl.s.  "You  learn  by  working  hard,' 


Ajan  D  Levinson 


says  Argyropoulos,  "and  making  mistakes. 
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blue  jeans  producing  company.  While 
Argyropoulos  ran  the  shoe  lines,  Mar- 
golis  began  designing  and  producing 
moderately  priced  jeans  and  casual 
pants  for  the  junior  market. 

"We  built  the  apparel  business  step 
by  step,  starting  with  junior  pants  and 
then  adding  divisions,"  says  Margolis, 
who  owns  6%  of  Cherokee  and  serves 
as  its  president.  As  with  shoes,  Chero- 
kee sold  distinctive  but  moderately 
priced  comfort — jeans  and  knit  tops — 
items  that  are  staples  rather  than 
merely  trendy. 

Like  the  shoes,  the  clothing  is  made 
in  the  U.S.  from  U.S. -made  fabric — no 
repeating  the  Brazilian  mistake.  Mar- 
golis designs  and  cuts  his  garments  in 
Cherokee's  North  Hollywood  build- 
ing, then  jobs  out  the  pieces  to  25 
contractors  in  southern  California  for 
assembly.  Cherokee  pays  the  majority 
of  its  shoe  and  apparel  laborers  from 
$6  to  $12  per  hour;  the  contractors, 
with  access  to  Los  Angeles'  huge  im- 
migrant labor  pool,  pay  as  little  as 
$3.50.  Thanks  to  this  manufacturing 
flexibility,  Margolis  figures  he  could 
cut  his  labor  bill  by  less  than  15%  if 
he  manufactured  in  Hong  Kong  or  by 
20%  to  25%  if  he  went  to  China  or 
Mexico. 

Argyropoulos  and  Margolis  were  a 
natural  fit.  Margolis'  contacts  with 
the  apparel  buyers  opened  up  shelf 
space  for  Cherokee  shoes  at  impor- 
tant accounts  like  Burdine's  in  Flor- 
ida. And  Argyropoulos'  shoe  account 
contacts  cleared  rack  space  for  Margo- 
lis' apparel  lines  in  a  chain  like  Nord- 
strom. In  fiscal  1985  (ended  Nov.  30) 
Cherokee  earned  $4.3  million,  on 
sales  of  $84  million — split  roughly 
70%/30%  between  apparel  and  shoes. 

What  next?  Argyropoulos  and  Mar- 
golis have  two  fundamental  goals: 
minimizing  Cherokee's  manufactur- 
ing and  inventory  risks  while  maxi- 
mizing return  on  capital.  They  hope 
to  turn  those  tricks  by  franchising  and 
licensing  the  Cherokee  name  to  re- 
tailers and  makers  of  men's  and  wom- 
en's apparel  products  and  accessories 
the  company  itself  doesn't  manufac- 
ture. "We  started  licensing  because 
we  don't  have  the  capital,  manpower 
or  knowledge  when  it  comes  to  manu- 
facturing handbags  or  men's  shoes," 
Argyropoulos  says. 

What  grew  from  that  shoe  repair 
shop  is  a  publicly  owned  company 
whose  2.8  million  shares  today  have  a 
market  value  of  around  $60  million. 
Argyropoulos  owns  36% ;  twin  broth- 
er Arthur  (he  changed  his  name  to 
Argyris)  owns  another  10%.  All  this 
without  benefit  of  an  M.B.A.?  "You 
learn  by  working,"  laughs  Argyropou- 
los, "and  making  mistakes."  ■ 


"Just  thinking  about  office  automation 
gives  me  a  headache." 


"Take  two  aspirins  and  call 
Harris  in  the  morning." 

/  


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 


Find  out  how  Harris  can  supply  the  cure  to  your  office 
automation  problems.  Call  1-800 -4 -Harris,  Ext.  33. 

fIJ  HARRIS 
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Like  a  lot  of  otherwise  good  ideas,  the  end 
of  mandatory  retirement  promises  to  in- 
crease insurance  rates  and  make  a  lot  of 
lawyers  even  richer. 

Over  the  hill  to 
the  courthouse 


By  Richard  Greene 


On  New  Year's  Day,  New  York 
became  the  13th  state  to  out- 
law mandatory  retirement. 
Can  federal  legislation  be  far  behind? 
In  Congress  85-year-old  Representa- 
tive Claude  Pepper  (D-Fla.)  is  spon- 
soring a  bill  to  do  the  same  in  federal 
law.  Congress  may  be- 
gin hearings  on  the 
Pepper  bill  next 
month.  With  an  in- 
creasingly vociferous 
older  American  popu- 
lation, it  stands  a  good 
chance  of  passage. 

The  American  Asso- 
ciation of  Retired  Per- 
sons (AARP),  which 
represents  some  20 
million  Americans, 
strongly  supports  the 
Pepper  bill.  The  associ- 
ation denies  that  the 
bill  will  protect  incom- 
petents. "Any  individ- 
ual with  a  perfor- 
mance-related problem 
should  be  dealt  with 
accordingly,  regardless 
of  age,"  says  Christo- 
pher Mackaronis,  an 
AARP  attorney. 

In  theory,  Mackar- 
onis is  right.  The  prob- 
lem comes  when  you 
try  to  define  "perfor- 
mance-related prob- 
lems." The  whole 
thing  opens  the  possi- 
bilities for  lots  of  litiga- 
tion and  a  bonanza  for 
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lawyers.  Age  discrimination  lawsuits 
are  already  rapidly  replacing  the  sex- 
ual harassment  suits  of  the  1970s  and 
civil  rights  suits  of  the  1960s  as  the 
major  preoccupation  of  corporate  la- 
bor attorneys.  If  Pepper's  bill  becomes 
law,  there  should  be  even  more  law- 
suits. And  the  stakes  will  mount. 
Currently,  an  unfairly  terminated 


67-year-old  employee  can  collect  only 
three  years'  worth  of  future  pay.  If 
there  is  no  cap  at  age  70,  that  person 
could  sue  for  compensation  for  untold 
years  to  come. 

Moreover,  his  chances  of  collecting 
may  be  much  better  than  with  sexual 
harassment  or  civil  rights  suits. 
"With  age  discrimination  suits,  un- 
like any  other  equal  opportunity  law- 
suit, plaintiffs  are  entitled  to  a  jury 
trial,"  says  Peter  Panken  of  Parker 
Chapin  Flattau  &  Klimpl.  Need  we 
say  more?  Regardless  of  the  merits  of 
the  case,  how  many  juries  would  have 
the  discipline  to  resist  making  some 
oldster  rich  at  the  expense  of  a  soul- 
less corporation? 

So  what  is  a  company  to  do?  How  to 
keep  its  liability  insurance  rates  from 
climbing  even  higher?  For  one  thing, 
says  Panken,  a  company  can  make 
sure  it  has  regular  employee  evalua- 
tions and  that  they  are  well  docu- 
mented. More  paperwork,  more  red 
tape.  IBM  managers,  for  example,  dis- 
cuss annually  what  is  expected  of 
each  employee.  Then  they  review  his 
performance  at  midyear  and  hold  a 
thorough  evaluation  at  year-end,  giv- 

Barren  Root  ing  the  worker  an  op- 
portunity to  challenge 
his  boss'  analysis. 

Other  companies 
have  rewarded  employ- 
ees with  bonuses  or 
special  benefits  for 
choosing  early  retire- 
ment. AT&T  used 
such  payoffs,  which 
sometimes  amounted 
to  a  year's  salary,  with 
some  of  the  20,000 
workers  it  terminated 
last  year.  These  pay- 
ments can  be  a  useful 
way  of  dealing  with 
perfectly  competent 
workers  who  are  near- 
ing  retirement  age  and 
therefore  holding  up 
the  promotion  of  much 
younger  workers. 

Possibly  the  most  ef- 
fective route — as  long 
as  the  company's  total 
work  force  is  expand- 
ing— is  a  course  like 
that  of  the  Travelers 
Corp.  Travelers  volun- 
tarily eliminated  man- 
datory retirement  na- 
tionwide in  1980  but 
also  started  a  program 
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to  hire  back  retired  employees  in  tem- 
porary and  part-time  jobs  rather  than 
using  placement  agencies.  Result:  It 
would  be  hard  to  prove  an  age  dis- 
crimination suit  against  Travelers. 

But  lower  legal  costs  aren't  the  only 
benefits.  Managers  at  Travelers  have 
been  clamoring  for  more,  rather  than 
fewer,  older  workers,  says  Donald  De 
Ward,  director  of  employment.  It 
turns  out  that  they  are  more  dedi- 
cated, concerned  and  productive  than 
many  of  their  younger  counterparts. 

With  the  U.S.  work  force  aging  and 
the  pool  of  new  recruits  dwindling, 
there's  a  lot  to  be  said  for  extending 
the  work  age.  But  isn't  there  a  way  to 
do  it  without  making  the  lawyers 
even  richer? 


Taking  the  Eighth 

A couple  of  months  ago  the  Su- 
preme Court  heard  oral  argu- 
ments in  a  case  that  could,  for  the 
first  time,  limit  or  even  bar  punitive 
damage  awards  nationwide.  This 
would  not  be  unprecedented.  Con- 
necticut, for  example,  limits  punitive 
damages  to  costs  and  legal  expenses, 
and  Louisiana  has  no  provision  at  all 
for  punitive  damages.  The  Supreme 
Court's  verdict  is  expected  by  the  end 
of  June,  and  it  could  have  a  big  effect 
on  civil  litigation. 

The  case  is  Aetna  Life  Insurance  Co. 
v.  Margaret  W.  Lavoie.  Aetna  is  making 
the  novel  argument  that  the  Eighth 
Amendment's  prohibition  of  "exces- 
sive fines"  in  criminal  lawsuits 
should  be  extended  to  civil  cases 
where  punitive  damage  awards  are  so 
large  that  they  amount  to  criminal 
penalties. 

Indeed,  the  $3.5  million  award  at 
stake  in  Aetna  v.  Lavoie  is  certainly  an 
eyebrow  raiser,  although  the  disposi- 
tions of  other  juries  have  been  even 
more  generous.  Back  in  1977  Marga- 
ret Lavoie,  wife  of  a  former  policeman 
from  Mobile,  Ala.,  was  hospitalized 
for  23  days.  Aetna,  the  city's  insurer, 
agreed  to  pay  only  $1,378  of  the 
$3,028  bill,  arguing  that  the  woman 
could  have  been  treated  outside  the 
hospital  and  that  some  lab  tests 
seemed  unnecessary. 

The  jury  disagreed.  But  that  wasn't 
the  half  of  it.  In  addition  to  ordering 
Aetna  to  pay  the  disputed  bill,  the 
jurors  assessed  $3.5  million  in  puni- 
tive damages. 

The  Alabama  Supreme  Court 
upheld  the  verdict,  and  now  the  na- 
tion's highest  court  has  a  chance  to 
decide  whether  it's  constitutional  to 
leave  the  determination  of  punitive 
damages  completely  to  the  discretion 


"You  can  see  we've  done  some  intriguing 
investing  recently.  When  we  do,  our  financial  needs 
are  as  substantial  as  they  are  immediate. 
U.S.  Trust  delivers." 

Equestrian  training  center  owner 


Handling  the  financial  needs  of  the  wealthy  in  a 
highly  responsive  fashion  is  our  particular  domain. 
Please  contact  Rodney  I.  Woods.  Senior  Vice  President, 
United  States  Trust  Company  of  New  York, 
45  Wall  Street,  New  York,  NY  10005,  (212)  806-4444. 

USTrust 

When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


"Our  communication  costs  are  out  of  control. 
For  two  cents  I'd  throw  our  system  out  the  window'' 

'Here's  a  quarter. 
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When  you're  through,  call  Harris.' 
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FOR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

Find  out  how  Harris  communication  systems  can  keep  your 
costs  under  control.  Call  1-800 -4 -Harris,  Ext.  34. 
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This  announcement  appears  as  a  matter  of  record  only. 


| WORLD  BANKj 


International  Bank  for  Reconstruction 
and  Development 

has  publicly  issued 

$500,000,000 

Zero  Coupon  Bonds  of  1986,  Due  2002-2016 

Serial  Zero  Coupon  Bonds  Due  Annually 
February  15,  2002  -  February  15,  2016 

and 

U.S.  $200,000,000 

10%  U.S.  Dollar  Notes  of  1985,  Due  February  15,  2001 

and  has  purchased 

$200,000,000 

Zero  Coupon  U.S.  Treasury  Securities 
Maturing  February  15,  2001 


These  transactions  were  initiated  and  executed  by 

Shearson  Lehman  Brothers  Inc. 

and  its  subsidiary- 

Shearson  Lehman  Brothers  International 

December,  1985 


On  the  Docket 


of  juries.  For  example,  the  Supreme 
Court  may  reverse  the  award  on  the 
grounds  that  the  Alabama  statute  per- 
mitting it  is  unconstitutional  because 
it  doesn't  give  juries  any  guidelines. 
With  juries  as  wildly  unpredictable  as 
they  are  at  present,  such  a  ruling 
could  lead  to  urgently  needed  mea- 
sures of  future  liability.  "Defendants 
need  some  kind  of  certainty  of  what's 
going  on  here,"  says  Susan  Popik,  an 
attorney  with  Rogers,  Joseph,  O'Don- 
nell  &  Quinn,  which  represents  insur- 
ance companies. 

Aetna  points  out  that,  if  the  com- 
pany had  been  convicted  of  criminal 
fraud  in  Alabama,  it  would  have  faced 
a  maximum  fine  of  $3,000 — not  any- 
thing like  $3.5  million. 

Other  insurance  companies  facing 
similar  risks  have  filed  the  usual 
friend-of-the-court  briefs  contending 


that  defendants  facing  punitive  dam- 
ages in  civil  suits  should  have  the 
same  rights  as  defendants  in  criminal 
trials.  In  other  words,  they  should  not 
be  required  to  incriminate  them- 
selves, guilt  must  be  established  "be- 
yond a  reasonable  doubt"  instead  of 
by  the  "preponderance  of  the  evi- 
dence," as  it  is  in  civil  suits,  and  pun- 
ishment should  not  be  "cruel  and  un- 
usual." This  argument,  however,  has 
repeatedly  failed  because  it  challenges 
the  centuries-old  separation  of  crimi- 
nal and  civil  litigation. 

Even  if  the  Supreme  Court  declines 
to  address  the  Eighth  Amendment  is- 
sue directly,  the  wild  increases  in  pu- 
nitive damage  awards  in  recent  years 
is  a  topic  that  will  not  go  away.  In  the 
final  analysis,  legislatures  may  be  bet- 
ter suited  to  deal  with  the  problem 
than  courts. 

"In  these  punitive  damage  awards, 
judges  and  juries  are  reallocating  eco- 
nomic resources  in  a  capricious  man- 
ner," argues  Larry  Simms  of  Gibson, 
Dunn  &  Crutcher,  the  law  firm  repre- 
senting Aetna.  "Legislatures  should 
decide." — Stan  Luxenberg 


In  Riyadh 
the  experienced  traveller  selects 
the  established  leader  in  luxury. 

RIYADH 
INTER*  CONTINENTAL 
HOTEL 


THE  ADVANTAGE  IS  INTER-CONTINENTAL? 

A  INTER-CONTINENTAL  HOTELS 

Maazar  Street,  P.O.  Box  3636,  (966)  (1)  465-5000,  Telex:  201076. 
For  reservations  at  over  80  superb  hotels  around  the  world  call:  1-800-327-0200  or 
your  travel  agent  or  travel  planner. 


"We  need  an  office  automation  system  we  can  grow  with. 
How  about  a  word  of  encouragement?'1 


"Harris.' 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  information  about  Harris  long-term  office 
automation  solutions,  call  1-800-4-Harris,  Ext.  32. 
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Taxing  Matters 


Mirror,  mirror  on  the  wall,  whafs  the 
newest  trick  of  all?  Mirror-image  liquida- 
tions, of  course. 

The  latest 
loophole 


By  Laura  Saunders 


T|  O  MOST  OBSERVERS,  the 
scorched-earth  tactics  adopted 
by  Union  Carbide  to  fend  off 
raider  Samuel  Heyman  look  basically 
like  what  Heyman  would  have  done  if 
he,  or  any  other  raider,  had  won  con- 
trol of  the  company:  replace  equity 
with  a  pile  of  debt  and  sell  off  assets. 

But  there's  a  critical  difference.  For 
the  privilege  of  selling  its  prized  con- 
sumer products  division,  Carbide  will 
have  to  pay  Uncle  Sam  a  tax  of  per- 

Chas  B  Slackman 
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haps  $500  million.  Whereas  Heyman, 
had  he  won  control  of  Carbide  and 
sold  the  same  business,  would  in  all 
probability  have  paid  nothing. 

That's  right,  zilch.  The  reason?  A 
neat  little  trick  Wall  Street  calls  a 
"mirror-image  liquidation."  The  trick 
is  made  possible  by  the  interaction  of 
two  obscure  sections  of  the  tax  law: 
section  332,  first  inserted  to  simplify 
the  structure  of  utility  holding  com- 
panies in  the  1930s,  and  regulations 
governing  consolidated  returns.  It  is 
the  latest  of  Wall  Street's  myriad 
ways  of  manipulating  the  tax  code  to 


drum  up  takeover  business.  "The  mir- 
ror-image ploy  is  great  if  you're  not 
looking  to  operate  the  company  but 
just  to  turn  a  quick  profit  and  get 
out,"  says  Peat  Marwick  tax  partner 
Robert  Willens. 

How  does  it  work?  A  buyer  estab- 
lishes a  holding  company,  which  in 
turn  sets  up  "mirror-image"  subsid- 
iaries, one  for  each  division  or  subsid- 
iary of  the  target.  Using  cash,  the  mir- 
ror subsidiaries  then  buy  and  merge 
the  corresponding  parts  of  the  target 
into  themselves,  skipping  a  layer  of 
tax  because  the  cost  basis  of 
the  stock  is  fair  market  val- 
ue. Now  the  buyer  can  sell 
one  or  more  of  those  sub- 
sidiaries without  tax  be- 
cause he  has  not  revalued 
the  assets.  He  has  merely 
changed  the  company's 
structure. 

Say  a  raider  pays  $1  bil- 
lion to  buy  the  stock  of  a 
company  with  five  divi- 
sions whose  assets  are  car- 
ried at  a  historical  cost  of 
S300  million.  Using  the 
mirror-image  technique,  he 
sets  up  five  new  subsidiar- 
ies. The  tax  law  says  this  gives  him 
stock  in  five  subsidiaries  worth  $1 
billion.  When  he  sells  one  subsidiary 
for  $200  million  two  weeks  later, 
there's  no  tax  on  the  transaction  be- 
cause there's  no  gain. 

Without  the  mirror-image  trick, 
that  $200  million  sale  would  trigger  a 
tax  of  between  $35  million  and  $60 
million,  depending  on  whether  it  was 
a  subsidiary  or  a  division. 

Ironically,  until  a  change  in  the  tax 
law  in  1 982,  Carbide  could  have  made  a 
partial  liquidation  and  distributed  the 
division  tax-free.  The  1982  change  in- 


tended to  close  a  tax  loophole  that  had 
been  used  by  U.S.  Steel  in  its  purchase 
of  Marathon  Oil  and  by  T.  Boone  Pick- 
ens in  his  oil  royalty  trusts. 

Why  couldn't  Carbide  use  the  mir- 
ror image  on  itself?  Because  to  do  so 
would  require  total  liquidation  and 
total  recapitalization  for  tax  purposes, 
presumably  an  LBO.  Carbide  obvious- 
ly prefers  to  maintain  its  current  oper- 
ating status  and  shareholders. 

Not  so  the  raiders,  who  have  em- 
braced the  tactic  in  a  rash  of  recent 
deals,  including  Pantry  Pride/Revlon, 
Turner  Broadcasting/MGM-UA  and 
the  Beatrice  Foods/KKR  leveraged 
buyout.  Or  so  the  public  filings  sug- 
gest— most  firms  won't  admit  it  pub 
licly  and  Pantry  Pride  denies  it.  Even 
Capital  Cities/ABC  was  a  mirror-im- 
age liquidation  because  of  planned  di- 
vestitures. "In  any  offer  where  there's 
a  statement  that  they'll  have  to  sell 
off  part  of  the  company  to  make  it 
viable,"  says  Leon  Nad,  a  tax  partner 
at  Price  Waterhouse,  "you  can  as- 
sume this  is  part  of  their  thinking." 

Maybe  Congress  will  come  down 
hard  on  this  tactic,  too.  But  even  if  it 
does,  it  won't  go  to  the  heart  of  the 
problem:  Our  system  taxes  the  same 
money  at  multiple  layers.  By  avoiding 
double  taxation,  the  mirror-image 
technique  is  one  of  the  few  fair  parts 
of  the  system  left,  so  it's  no  surprise 
that  it  attracts  so  much  capital. 

But  except  for  one  ambiguous  foot- 
note in  the  House-passed  tax  bill,  mir- 
ror-image liquidation  still  has  the 
blessing  of  Congress,  even  though  the 
bill  does  propose  repeal  of  the  closely 
related  General  Utilities  Doctrine 
(Forbes,  Jan.  13).  Apparently  the 
House  has  been  so  mesmerized  by  the 
clever  uses  of  the  General  Utilities 
Doctrine  by  Pickens  and  others  that  it 
has  overlooked  mirror-image  deals. 


. . .  And  more  Carbide 

W1  hen  Union  Carbide  annnounced 
that  it  would  declare  a  special 
dividend  on  Mar.  1  after  selling  its 
consumer  products  division,  alert  in- 
stitutional investors  and  corporate 
treasurers  spotted  a  nice  income- 
shifting  ploy. 

To  avoid  takeover  by  GAF  Corp.'s 
Samuel  Heyman,  Carbide  is  selling 
off  13.3%  of  its  assets  and  paying 
shareholders  of  record  on  Feb.  15  an 
estimated  $30  to  $50  per  share,  on  top 
of  $4.50  in  annual  dividends. 

It  looked  like  a  sure  bet  that  Union 
Carbide's  stock  would  fall  to  reflect 
this  partial  liquidation.  If  the  stock 
was  then  trading  around  82,  reasoned 
the  income  shifters,  you  would  expect 
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it  to  drop  by  30  to  50  after  the  divi- 
dend was  paid — that  is,  by  its  amount. 
So  if  corporate  investors  were  already 
sitting  on  big  capital  gains,  buying 
Carbide  stock  would  give  them  a  big 
offsetting  capital  loss,  plus  a  hand- 
some dividend,  along  with  the  de- 
valued shares. 

Of  course,  you  would  have  to  hold 
the  shares  for  a  year  and  a  day  to 
qualify  for  favorable  tax  treatment  of 
the  extraordinary  dividend.  But  corpo- 
rate treasurers  could  shield  the  divi- 
dend income  under  the  85%  corporate 
dividend  exclusion,  holding  the  tax 
down  to  a  trifling  6.9%.  "Anyone 
who's  missing  this  thing  is  crazy," 
says  Robert  Gordon  of  New  York's 
Twenty-First  Securities. 

GAF's  Heyman  assuredly  did  not. 
He  held  back  sufficient  shares  of  his 
own  in  Carbide's  tender  offer  to  se- 
cure dividend  treatment  on  his  spoils. 

Naturally,  there  are  risks.  Carbide's 
earnings  and  profits  for  tax  purposes 
must  be  larger  than  the  dividend  pay- 
ment for  it  to  qualify  entirely  as  a 
dividend  and  not  as  a  return  of  capital. 
An  investor's  tax  liability  on  any  por- 
tion classified  as  a  return  of  capital 
jumps  because  his  cost  basis  in  the 
stock  is  reduced  by  that  amount, 
which  reduces  his  capital  loss.  Car- 
bide's attorneys  have  estimated  earn- 
ings and  profits  of  $1.5  billion,  which 
wouldn't  cover  a  dividend  above  $50. 
Further  drains  on  earnings  this  year, 
such  as  a  settlement  of  the  Bhopal 
suits,  could  throw  the  equation  out 
the  window. 

What  if  Carbide's  stock  drops  fur- 
ther than  the  value  of  the  dividend 
itself?  As  long  as  the  investing  corpo- 
ration has  offsetting  short-term  gains, 
the  price  could  drop  nearly  to  zero  and 
the  investor  would  still  not  lose  the 
principal.  With  only  long-term  gains, 
the  stock  could  dip  to  about  22  before 
an  aftertax  cash  loss  would  be  in- 
curred. Selling  calls  could  further  pro- 
tect the  investor,  of  course. 

Wall  Street  last  saw  a  windfall  divi- 
dend like  this  in  late  1983.  Chrysler 
Corp.,  back  on  its  feet,  said  it  would 
pay  down  accumulated  dividends  of 
$11.69  on  its  preferred  stock.  That 
triggered  an  avalanche  of  short  selling 
right  before  the  ex-dividend  date. 

In  turn,  that  led  to  the  "Chrysler 
amendment"  in  the  1984  tax  act, 
which  created  the  366-day  holding  pe- 
riod on  extraordinary  dividends  as  a 
way  of  discouraging  traders.  But  Con- 
gress never  envisioned  a  dividend  of 
this  size. 

Stay  tuned  for  the  "Carbide  amend- 
ment," predicts  Matthew  McKenna,  a 
partner  at  Winthrop,  Stimson,  Put- 
nam &  Roberts.— Ralph  King  Jr. 
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you  can 
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still  keep. 


If  you  promised  yourself  an  IRA  for  1985 ,  there's 
still  time  to  open  your  account  at  Twentieth  Cen- 
tury. But  don't  put  it  off.  You  only  have  until 
April  15  to  get  yourself  some  real 
tax  savings  for  1985.  If  you  also 
promised  yourself  that  this  time 
your  IRA  would  be  a  solid  invest- 
"V  7{\W  "S    ^"^^fc'fl^    ment,  you've  come  to  the  right  place, 
j  VvllJ.   Twentieth  Century  offers  you  a  family  of 

six  different  mutual  funds  and  an  impres- 
sive record  of  long-term  performance. 
Don't  worry  about  the  resolutions  you 
didn't  keep.  Here's  one  you  can. 

Want  to  know  more?  For  complete  information,  write  or  call  for  our  free  IRA 
I  nformatum  Kit.  In  it  you'll  find  a  prospectus  for  the  six  funds  in  Twentieth  Century's 
IRA  program.  Please  read  the  prospectus  carefully  before  investing. 

No-Load,  No-Minimum  Mutual  Funds 


Please  send  a  free  prospectus  to: 
Name  


Address. 
City  


State- 


_ZIP_ 


FBS860224 


RO.  Box  200,  Kansas  City,  Missouri  64141  (816)  531-5575 


''Before  HarrisNet  tied  us  together, 
we  had  a  lot  more  time  on  our  hands." 


nsjfnr 

FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  details  on  how  HarrisNet  can  get  your 
terminals  working  together,  call  1-800-4-Harris,  Ext.  2k 

3)  HARRIS 
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Numbers  Game 


Be  warned:  Executive  stock  appreciation 
rights  can  take  a  nasty  toll  on  earnings. 
Some,  in  fact,  are  intended  to. 

Poison 
parachutes 


By  Laura  Jereski 


SOME  EXECUTIVE  COMPENSATION 
packages  can  have  unpleasant 
side  effects  for  shareholders. 
Take  stock  appreciation  rights 
(SARs),  for  example.  They  are  cash 
payments  equal  to  the  appreciation  in 
a  company's  stock  from  the  date  of 
grant.  Typically  they  accompany 
stock  options.  Popular  devices, 
SARs  are  now  offered  in  three  out 
of  five  big  industrial  companies. 

Companies  like  SARs  because 
executives,  in  many  cases,  can  use 
the  cash  payments  to  help  pay  for 
the  stock  options  and  defray  their 
tax  burden  in  the  bargain.  Peter 
Chingos,  head  of  the  compensation 
practice  for  Peat  Marwick,  ex- 
plains: "If  you  have  an  option  at 
$10  on  stock  that  goes  to  $15,  for 
example,  you  have  to  report  $5  in 
income.  If  you're  in  the  50%  brack- 
et, you  have  to  pay  taxes  of  $2.50. 
So  what  some  companies  will  do  is  % 
give  you  an  SAR  in  addition,  so  f 
that  the  $5  you  get  from  the  SAR  L 
will  give  you  another  $2.50  after 
taxes,  and  you  can  use  that  to  pay  the 
taxes  on  the  stock  option." 

SARs  are  popular  with  executives 
because,  under  current  SEC  rules,  an 
insider  must  hold  on  to  his  shares  for 
six  months  before  selling  them.  But 
insiders  with  SARs  can  be  paid  in  cash 
every  quarter  as  soon  as  the  rights 
become  exercisable. 

The  big  drawback  for  companies: 
SARs  represent  an  unpredictable 
charge  (or  credit)  to  earnings.  If  the 
rights  are  exercisable  immediately, 
the  company  charges  the  full  amount 
of  the  appreciation  to  earnings  each 


reporting  period.  If  they  are  not  exer- 
cisable immediately,  as  is  more  com- 
mon, the  company  prorates:  In  the 
first  year  of  a  five-year  plan,  the  com- 
pany charges  off  one-fifth  of  the  appre- 
ciation to  date.  In  the  second  year,  it 
charges  off  two-fifths  of  the  apprecia- 
tion to  date,  minus  the  amount 
charged  before;  in  the  third  year, 
three-fifths    minus    the  previous 

Chas  B  Mackrrjan 
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charges,  and  so  forth,  ending  with 
100%  of  the  final  appreciation  having 
been  charged  over  the  years.  (If  the 
company's  market  value  takes  a  beat- 
ing, of  course,  it  is  entitled  to  record  a 
credit  to  earnings  up  to  the  amount 
previously  charged.) 

When  companies  offer  their  execu- 
tives a  choice  between  options  and 
SARs,  the  company  must  charge  the 
full  appreciation  of  all  shares  set  aside 
for  both  options  and  SARs,  on  the 
traditional  assumption  that  execu- 
tives will  opt  for  cash  now  rather  than 
stock  they  have  to  wait  six  months  to 
sell.  "By  merely  providing  for  that 


flexibility,  companies  are  incurring  a 
tremendous  charge,"  says  Chingos. 

What  this  means,  of  course,  is  that  a 
company  with  any  plan  that  includes 
SARs  faces  consistently  lower  earn- 
ings than  a  company  with  a  straight 
options  plan.  A  $1  billion  (sales)  com- 
pany earning  $100  million  aftertax, 
with  5%  of  its  shares  in  an  SAR  plan, 
earnings  growth  of  15%  and  a  P/E  of 
15,  will  see  earnings  depressed  5% 
after  ten  years — three  times  the  dilu- 
tive effect  of  stock  options.  In  a  bull 
market,  SARs'  immediate  impact  is 
even  greater. 

With  SARs,  says  Graef  Crystal,  vice 
president  of  management  consultants 
Towers,  Perrin,  Forster  &.  Crosby, 
"the  better  the  stock  does,  the  bigger 
the  charge  to  earnings  and  the  worse 
the  earnings  will  look."  In  the  event 
of  a  takeover  attempt,  of  course,  SAR 
plans  can  trigger  an  immediate  and 
severe  hit  to  earnings. 

Suddenly,  that  suggested  a  variation 
that  would  exaggerate  that  effect  as  a 
kind  of  shark  repellent.  Instead  of  pay- 
ing out  installments  to  executive 
members  every  quarter,  why  not  make 
the  entire  plan  instantly  payable  in  the 
event  of  takeover?  And  so  were  born 
the  so-called  limited  rights  plans, 
whose  cash  payout  (and  earnings 
charge)  is  triggered  by  a  change  in 
control.  Call  it  a  golden  parachute 
that  acts  like  a  poison  pill.  If  the 
company  is  taken  over,  it  means  big 
cash  payouts  and  a  single  charge  to 
earnings  in  the  company's  last 
quarter  as  an  independent  entity. 

In  just  the  past  two  years,  com- 
panies including  E.F.  Hutton, 
Chubb  and  Revlon  (before  its  take- 
over) adopted  limited  rights  plans. 

For  over  a  year  now,  the  Finan- 
cial Accounting  Standards  Board 
has  been  struggling  to  reform  ac- 
counting practices  for  compensa- 
tion. So  far  the  FASB  has  tentative- 
ly decided  to  keep  SAR  accounting  for 
plans  that  pay  out  in  cash  and  to  adopt 
a  "minimum  value"  charge  to  mea- 
sure the  cost  of  stock  options.  The 
minimum  value  is  simply  the  market 
price  of  the  company's  stock  on  the 
date  of  grant  less  the  present  value  of 
the  exercise  price  and  the  dividends  to 
be  received  in  the  option  period. 

The  upshot  is  that  limited  rights, 
combining  as  they  do  the  golden  para- 
chute with  the  poison  pill,  are  likely 
to  become  more  common.  Now,  more 
than  ever,  it  pays  to  take  a  close  look 
at  those  compensation  packages  in 
the  proxy  statement.  ■ 
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IT'S  PREDICTED  THAT  ONE 
GROUP  OF  INVESTORS 

MILL  LOOK  RATHER  SMUG 
IN  THE  YEARS  TO  COME. 


a  little  comparison  snop- 
ng  invariably  has  its  rewards. 
I  pecially,  it  seems,  when  what 
u  happen  to  be  shopping  for  is 
luxury  sports  sedan. 

Consider,  for  example,  the 
■  udent  browsing  of  the  BMW 
Series'  buyers:  Seldom  have 
i<ury  car  buyers  been  known 
scrutinize  so  many  different 
odels.  And  seldom  have  they 
en  so  handsomely  rewarded 
'  their  efforts. 

First  on  the  road,  where 
b  3-Senes'  broad  array  of  tech- 
i 'logical  advancements  makes 
ner  sports  sedans  appear  to 
I  underequipped. 

And  then,  several  years 
liwn  the  road.  Where  3-Series 
i  rs  are  projected  to  retain 
ore  of  their  original  value  than 
tually  any  other  automobile* 
THE  BMW  325. 

To  help  you  appreciate  all 
at  comes  standard  in  the 
?5,  allow  us  to  first  list  all  that 
optional:  Afour-speea  auto- 
atic  transmission.  And  limited 
p  differential.  End  of  list. 

Meanwhile,  what  Auto- 
eek  calls  "the  most  complex, 
pensive  and  proven  anti-lock 
akmg  system  available"— a 

npanson  based  on  Kelley  Blue  Book  Leasing  Guide, 
e  will  depend  upon  dealer  Price  excludes  state  and 


$1,200  option  on  at  least  one 
other  car  in  this  class— is  avail- 
able to  you  as  standard  equip- 
ment on  the  325. 

As  is  Active  Check  Control. 
Which  forewarns  you  of  mal- 
functions in  nine  vital  areas  of 
performance. 

And  an  electronic  Service 
Interval  Indicator.  Which  alerts 
you  the  moment  routine  service 
is  recommended  based  not 
merely  on  mileage,  but  on  your 
own  particular  driving  style. 

And  even  Digital  Motor 
Electronics.  An  electronic  engine 
management  system  ca- 
pable of  altering  the  car's  perfor- 
mance according  to  variables 
as  subtle  as  changes  in  the  hu- 
midity, temperature  or  elevation. 

But  perhaps  the  most 
important  standard  feature  of 
this  $19,560*  automobile  is 
that  all  of  its  components  are 
brought  together  with  the  sort 
of  extraordinary  care  and  sin- 
gular finesse  that  characterizes 
every  BMW  automobile. 

An  obsessiveness  that 
results  in  "one  of  the  very  few 
contemporary  cars  where  the 
whole  is  much  greater  than  the 
sum  of  its  parts"  (Motor  Trend). 

Nov  /Dec  1985.  proiected  residual  value,  after  5  years,  of 
local  taxes,  dealer  prep,  destination  and  handling  charges. 


HE  BMW325e. 


The  sophistication  of  the 
$22,650t  BMW325e  begins 
with  hand-stitched  supple 
leather  seats,  rear  reading  lights, 
rear  seat  headrests. 

Unlike  other  luxury  sports 
sedans,  however,  its  sophistica- 
tion doesn't  end  there. 

For  this  is  one  of  the  few 
luxury  sports  sedans  in  the 
world  intelligent  enough  to  act 
as  its  own  copilot. 

While  such  devices  as 
Check  Control  and  Digital  Motor 
Electronics  are  watching  over 
the  car  for  you,  an  advanced  on- 
board computer  helps  you  con- 
tend with  the  road. 

It  will  inform  you  of  every- 
thing from  range  on  remaining 
fuel  to  the  potential  of  the 
road  icing  over.  And  it  can  even 
be  programmed  to  alert  you 
to  the  fact  that  you  are  nudging 
past  the  speed  limit. 

Which,  given  the  power  of 
the  car's  six-cylinder  Eta  engine, 
is  an  easy  mistake  to  make. 
THE325es. 

Priced  at  $21,950*  the 
325es  is  equipped  with  the  sort 
of  high-performance  gearing 
that  tends  to  make  side-by-side 

the  1986  325e  vs  all  other  makes  Actual  future  value  may 
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er  difficult. 
Few  cars,  you  see,  can  stay 
by  its  side  for  very  long. 

It's  propelled  by  a  fuel-in- 
jected,  computer-managed,  six- 
cylinder  Eta  engine. 

Its  integrated  front  air  dam 
and  rear  spoiler  not  only  slice 
through  the  air  but  manipulate 
the  currents  to  keep  the  car 
hugging  the  roads. 

Its  sport  suspension— re- 
plete with  gas  pressure  shocks, 
progressive  rate  springs  and 
front-and-rear  anti-sway  bars- 
has  the  effect  of  making  curves 
feel  decidedly  less  curvy. 

And  its  ABS  anti-lock  brak- 
ing system  has  the  capacity 
to  transform  a  panic  stop  into  a 
controlled  maneuver. 

If  you  would  like  to  see  the 
325es  on  one  of  those  rare 
occasions  when  it  is  at  a  stand- 
still, simply  visit  your  BMW 
dealer.  Where  you  will  find  the 
complete  line  of  3-Series  models 
and,  at  participating  dealer- 
ships, a  range  of  comprehen- 
sive and  competitive 
leasing  programs  avail- 
able through  the  BMW  I 
Credit  Corporation. 
THE  ULTIMATE  DRIVING  MACHINE. 

vary  tManufacturer  s  suggested  retail  price.  Actual 
and  logo  are  registered 
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In  the  beginning,  the  grand  hotel  was 
extraordinary.  Because  it  was  founded 

upon  a  grand  idea. 

The  idea  that  a 
hotel  should  per- 
fectly mirror  the  spe 
cial  lifestyles  and 
taste  levels  of  its  times— an  idea  embodied  in  every- 
thing from  a  hotel's  decor  to  the  people  it  employed. 

But  while  the  times  changed,  hotels  once 
thought  of  as  grand  did  not.  They  retained  much  of 
their  opulence  and  splendor,  but  lost  something 
0   even  more  important:  a  sense  of  the  changing 
needs  and  demands  of  their  guests. 

The  original  grand  idea,  in  other 
words,  was  forgotten. 

Until  it  was  revived  by  Four  Seasons. 
A  group  of  18  grand  hotels  in  North 
America's  most  important  cities,  where  we 
cling  to  the  seldom-observed  notion  that 
a  hotel  should  adapt  to  its  guests.  Not  the 
other  way  around. 

And  it's  evident  everywhere. 
In  a  warm,  hospitable  staff  that  pos- 
sesses a  rare  combination  of  friendliness, 
formality  and  competence— and  whose 
purpose  it  is  to  make  guests  feel  welcome, 
not  intimidated. 

In  the  remarkably  high  employee-to- 
guest  ratio— because  today's  travellers 
not  only  need  a  wide  variety  of  services, 
but  need  them  in  a  hurry,   united  states 

In  furniture  that's 
as  functional  as  it  is  ele- 
gant—in contrast  to 
many  luxury  hotels  that 
can  be  conspicuously 
short  on  comfort. 

And  in  restaurants 
acclaimed  not  only  for 
their  haute  cuisine,  but 
for  their  unique  Alter- 
native Cuisine  menus- 
designed  for  those  people 
who  love  fine  food,  but 
abhor  calories. 

All  of  which  makes 
each  Four  Seasons  ex- 
traordinary, not  because 
it  tries  to  imitate  the 
original  grand  hotels,  but 
because  it's  identical  in 
the  single  most  impor- 
tant respect  of  all: 

It  was  founded  upon 
the  same  grand  idea. 


Austin  (1987) 

Boston  - 

Chicago: 
The  Ritz-Carlton 

Dallas: 
Mandalay; 
Las  Colinas  Inn  and 
Conference  Center, 
Four  Seasons  Fitness 
Resort  and  Spa. 

Houston: 
Center: 

Inn  on  the  Park. 
Los  Angeles  (1987) 
New  York: 

The  Pierre 
Newport  Beach 
Philadelphia 
San  Antonio 
San  Francisco: 

The  Clift 
Seattle: 

The  Olympic 
Washington,  DC. 
CANADA 
Edmonton 
Montreal 
Ottawa 
Toronto: 

Yorkville; 

Inn  on  the  Park. 
Vancouver 

UNITED  KINGDOM 
London: 
Inn  on  the  Park 

Call  (800)  268-6282 
or  your  travel  agent 


Four  Seasons  Hotels 
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AN  AMERICAN 
COMMUNICATIONS 
SATELLITE 
FOR  JAPAN  IS  A 
BREAKTHROUGH. 
WE  MADE  IT 
HAPPEN. 


In  1987,  the  first  of  two  Hughes-built  satellites  will 
be  launched  into  geosynchronous  orbit,  supplying  the 
islands  of  Japan  with  a  high-quality,  low-cost  domes- 
tic satellite  system.  For  the  first  time,  64  high-powered 
satellite  transponders  will  be  available  for  the 
Japanese  video  and  telecommunications  industry. 
Hughes  Communications  is  providing  technical 
and  marketing  know-how  to  help  Japan  build  a 
commercial  satellite  communications  industry 

virtually  from  scratch. 

To  accomplish  this,  Hughes  has  entered 
into  a  landmark  commercial  agreement, 
a  unique  partnership  called  the  Japan 
Communications  Satellite  Company.  The 
partnership  is  a  joint  venture  of  Hughes 
Communications  and  two  highly  respected 
Japanese  firms-C.  Itoh  and  Mitsui- 
and  it  represents  a  breakthrough  in 
trade  relations  as  well  as  in  communications. 

For  the  first  time  ever,  the  Japanese  tele- 
communications business  has  been  opened 
to  outside  participation  in  ownership,  a 
sharp  reversal  in  Japanese  government 
policy.  What's  more,  Japan  is  actually 
importing  American  equipment,  as 
well  as  utilizing  American  experience 
in  developing  new  telecommunications 
markets  which  have  not  previously 
existed  in  Japan. 


Hughes  Communications'  operations  in 
Japan  are  proving  successful  because  of 
our  ability  to  provide  both  state-of-the-art 
technology  and  the  imagination  necessary 
to  make  that  technology  a  reality.  That  kind 
of  ability  is  why  customers  as  diverse  as  the 
U.S.  Navy,  IBM,  and  MCI  come  to  us  for 
their  satellite  communications. 

Innovation,  reliability,  proven  expertise. 

Hughes  Communications.  People 
with  extraordinary  requirements  come 
to  us  for  extraordinary  solutions. 

WE  MAKE  IDEAS  HAPPEN. 

HUGHES 

COMMUNICATIONS 


HUGHES 


AIRCRAFT  COMPANY 


HUGHES  COMMUNICATIONS,  INC. 

a  subsidiary 


For  further  information  write  PO  Box  92424  Los  Angeles  CA  90009 
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What  do  you  do  when  you  are  a  high-cost 
producer  with  a  small  home  market?  Ask 
Swissair,  which  keeps  its  eye  on  the  long  term. 


The  bank 
that  flies 


By  Hesh  Kestin 


At  33,000  feet  the  loudest  noise 
you  can  hear  on  a  Swissair 
i  flight  is  the  pleasant  tinkle  of 
cutlery  on  real  china.  But  the  sound 
you  don't  hear  is  the  smooth  whoosh 
of  yet  more  profits  being  hidden  away 


for  the  next  snowy  day.  Americans 
today  tend  to  think  of  airlines  as  debt- 
ridden  businesses  that  often  don't 
know  where  their  next  payroll  is  com- 
ing from  and  are  prey  to  every  finan- 
cial predator.  Swissair  is  something 
else  again. 
Swissair  did  well  last  year — possi- 


bly doubling  1984's  $25.8  million  net 
income — but  that's  only  part  of  the 
story.  Swissair's  profits,  customarily 
understated,  would  be  50%  higher 
without  special  depreciations.  Swiss- 
air's managers,  led  by  Robert  Staubli, 
the  airline's  62-year-old  ex-pilot  presi- 
dent, know  what  it  means  to  manage 
for  the  long  term.  This  is  a  company 
with  a  mission. 

Flying  to  67  countries,  with  three 
flights  daily  to  the  U.S.,  it  ties  the 
landlocked  nation  of  6.4  million  peo- 
ple to  the  world.  Flying  passengers 
was,  in  fact,  a  losing  operation  for 
Swissair  from  1979  to  1983,  but  stock- 
holders did  not  complain. 

Ah,  you  say,  it's  not  a  real  company 
at  all  but  merely  a  taxpayer-subsi- 
dized state  service.  Not  true.  The 
Swiss  government,  aside  from  allow- 
ing Swissair  to  keep  some  profits 
away  from  the  tax  bite,  gives  no  subsi- 
dies, not  even  loan  guarantees.  So  cau- 
tion is  ingrained. 

Swissair  is  a  publicly  traded  corpo- 
ration, with  1.6  million  shares  listed 
on  the  Zurich  exchange.  By  law  70% 
of  its  stock  can  be  held  only  by  Swiss, 
and  about  a  fifth  of  this  is  held  by 


Robert  Staubli,  the  ex-pilot  president  of  Swissair 

Even  half  -yearly  reports,  he  says,  are  "just food/or  the  press. 
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Swissair  can  afford  the 
luxury  of  perspective.  It 
keeps  enough  cash  around 
(its  balance  sheet  shows 
about  $500  million)  and 
hides  sufficient  other  assets 
(around  $1  billion)  that 
Martin  Junger,  executive 
vice  president  for finance , 
figures  open  and  hidden 
reserves  can  get  the 
company  through  at  least 
five  lean  years,  and 
maybe  ten. 


local  governments,  with  the  rest  in 
private  or  corporate  hands.  The  high- 
est concentration  of  voting  shares  in 
anyone's  hands  is  just  2%,  and  Swiss- 
air keeps  an  eye  on  its  transfer  books. 

Swissair  has  evolved  a  kind  of  busi- 
ness-social contract  with  its  owners. 
That  contract  says  you'll  never  grow 
rich  speculating  on  Swissair.  But  so 
long  as  you  hold  the  stock,  you'll  earn 
a  modest  dividend  (now  about  2%), 
which  the  company  has  missed  only 
once  in  34  years.  Shareholder  profits 
are  so  stable  that  the  stock  performs 
like  a  bond. 

The  word  stability  applies  to  em- 
ployees, too.  Swissair  men  don't  get 
sacked  if  times  are  bad,  but  they  work 
an  intense  42-hour  week.  The  airline 
also  has  a  special  deal  with  the  tax 
authorities,  so  that  earnings  are  aver- 
aged from  year  to  year. 

So  for  Swissair,  even  half-yearly  re- 
ports are,  in  Staubli's  words,  "just 
food  for  the  press."  Staubli's  idea  of 
the  short  term  is  five  years.  "In  U.S. 
terms,"  he  says,  in  a  dig  at  his  U.S. 
competitors,  "strategic  planning  is 
what  am  I  doing  next  week." 

Swissair  can  afford  the  luxury  of 
perspective.  It  keeps  enough  cash 
around  (its  balance  sheet  shows  about 
$500  million)  and  hides  sufficient 
other  assets  (around  $1  billion)  that 
Martin  Junger,  executive  vice  presi- 


dent for  finance,  figures  open  and  hid- 
den reserves  can  get  the  company 
through  at  least  five  lean  years,  and 
maybe  ten. 

Swissair  creates  hidden  reserves  by 
depreciating  everything  in  sight:  With 
one  of  the  world's  youngest  fleets — 
average  age  6  years,  going  down  to  5 
years  in  1987 — Swissair  still  depreci- 
ates aircraft  to  zero  value  over  10 
years,  at  10%  a  year.  Among  U.S.  car- 
riers only  Delta  approaches  that,  leav- 
ing 10%  residual  value,  but  most  lines 
depreciate  over  14  to  20  years.  Look  at 
1984's  stated  value  of  Swissair  planes 
(less  than  half  a  billion  dollars)  com- 
pared with  insured  value  ($1.6  billion) 
or  even  Swissair's  own  conservative 
estimate  of  replacement  cost  ($1.15 
billion).  What  happens  when  Swissair 
does  sell  one  of  its  overdepreciated 
craft?  Only  about  a  quarter  of  the  dif- 
ference between  selling  price  and 
book  price  goes  into  earnings.  The 
rest  is  quickly  tucked  away  in  a  re- 
serve account. 

Swissair  hasn't  even  bothered  con- 
solidating into  its  own  balance  sheet 
the  worth  of  three  subsidiaries  (two 
charter  airlines  and  a  hotel  company) 
plus  29  companies  Swissair  owns  all  or 
much  of.  True,  this  is  minor  stuff,  with 
gross  profits  of  only  $3  million,  but 
who  knows  what's  hidden  in  all  those 
balance  sheets  replete  with  yet  more 


How  to  save  a  drowning  m 
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Swissair  planes  on  the  tarmac  in  Zurich 

Overdepreciation  assures  a  little  something  for  a  snowy  day. 


Sieve  Benbow 


airplanes  and  buildings?  Suzanne  Bor- 
er, an  analyst  with  Bank  Vontobel  of 
Zurich,  reckons  the  unconsolidated 
subsidiaries  are  worth  twice  the  $65 
million  they  are  listed  at. 

What  is  gained  from  such  conserva- 
tive accounting?  In  a  word,  liquidity. 
This  leaves  Swissair  in  a  position  of 
strength  when  it  comes  to  acquiring 
planes.  Unless  it  gets  favorable  loan  or 
lease  terms,  it  can  easily  go  out  and 
buy  for  cash,  as  it  did  in  1983,  picking 


up  two  747s  for  10%  less  than 
through  normal  financing.  Not  that 
Swissair  abhors  borrowing.  But  it  is 
holding  so  much  cash  that  it  can  bor- 
row, as  Junger  says,  "anticyclically, 
when  rates  are  lower."  "If  we  need  tc 
buy  planes,  we  can  buy  regardless  of 
the  results  of  1985,"  Staubli  says.  "We 
have  a  strong  self -financing  basis." 
For  15  years  80%  of  investments  has 
come  out  of  cash  flow.  Small  wonder 
that  in  Zurich,  where  bankers  are  folk 


heroes,  not  villains,  Swissair  is  called 
the  bank  that  flies. 

Caution,  of  course,  has  a  price.  By 
attempting  to  remain  soberly  non- 
trendy,  Swissair  almost  missed  the 
plane  on  creating  a  business  class.  It 
waited  until  the  likes  of  SAS  and 
Lufthansa  nibbled  away  at  its  full-fare 
passengers  before  making  the  change. 

But  don't  mistake  caution  for  penny- 
pinching.  A  fierce  company  pride 
translates  into  top  service.  A  sign  taped 
to  the  Swissair  counter  at  Zurich  Air- 
port— facing  the  clerk,  not  the  passen- 
ger— reads  quality  wins.  For  Swissair 
quality  service  is  the  only  sensible  way 
to  go.  Rate-cutting  is  hardly  feasible  for 
an  airline  with  salaries  among  the 
world's  highest.  So  you  keep  a  high 
percentage  of  your  seats  filled,  and 
filled  with  full-fare-paying  business 
people,  not  with  cut-rate  tourists. 
Swissair  succeeds;  its  load  factor  is 
65%,  about  as  high  as  you  can  go 
without  risking  overbooking. 

If  U.S. -style  airline  deregulation 
were  to  hit  Europe,  Swissair  would 
have  problems.  Staubli  does  not  think 
deregulation  will  happen  in  Europe. 
Instead,  his  concern  is  the  long-term 
one  of  communications  advances'  cut- 
ting into  the  need  for  businessmen 
actually  to  face  one  another.  Mean- 
while, spend  money  to  make  money; 
the  quality  of  service  will  tell.  ■ 


a  35-knot  crosswind 

5scue  work  at  sea  is  seldom  done  in  fine 
eather  and  calm  seas.  That's  why  the  United 
ates  Coast  Guard  demands  stringent 
squirements  for  their  helicopters,  including 
ability  in  flight  -  even  in  strong  crosswinds  - 
nd  protection  against  potential  tail-rotor 
ccident  hazards. 

>  meet  the  Coast  Gdard's  challenge 
erospatiale  used  its  innovative  "fenestron" 
(chnology.  Advanced  technology  first 
troduced  in  the  Gazelle  in  1966,  technology 
hich  has  consistently  proven  performance, 
ability,  safety  and  reliability. 


This  proven  technology  has  caught  the  interest 
of  the  U.S.  Army.  The  "fenestron"  has  been 
requested  in  the  specifications  for  the  Army's 
next  generation  helicopter...  the  LHX. 
As  we  see  it,  advanced  technology  is 
synonymous  with  increased  operational  safety 
and  reliability.  This  means  adapting  leading- 
edge  technology  to  satisfy  our  customer's 
needs,  which  is  one  reason  why  the  U.S.C.G.  as 
well  as  fire  departments,  police  units,  hospitals, 
armed  forces,  and  VIPs  the  world  over  place 
their  trust  in  Aerospatiale...  the  world's  leading 
helicopter  exporter. 


hat's  special,  that's  aerospatiale. 


jerospaticta 
aerospatiale 
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aerospatiale 


^^g/^^  Computers  and  Communications 


Designed  by  artist  Kenneth  Noland.  the  chart  depicts  NEC's  sales  growth  curve  from  fiscal  year  1981  to  1985. 


ipany  for  all  your  Computer  &  Communications  needs. 
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Using  just  computers  alone  or  just 
communications  alone  can't  solve 
the  complex  problems  of  the 
Information  Age.  You  need  both. 

We  anticipated  this  need  long 
before  anyone  else  and  laid  the 
sound  foundation  of  NEC's  commit- 
ment to  C&C-the  integration  of 
computers  and  communications. 

NEC  is,  we're  proud  to  say,  the 
one  company  in  the  world  that's  not 
only  top-ranked  in  computers  and 
communications,  but  in  electron 
devices  as  well.  And  we  continue  to 
be  an  active  force  in  the  burgeoning 
home  electronics  industry,  too. 

Today  NEC  is  your  best  choice 
for  over  15,000  products  and  your 
best  choice  to  provide  the  ultimate 
in  C&C  technology  to  tie  them  all 
together. 

Since  1899,  NEC  has  had  strong, 
vital  management  and  an  unwaver- 
ing commitment  to  research  and 
development.  That's  part  of  the 
reason  why  our  sales  have  reached 
$9.2  billion  in  more  than  140  coun- 
tries throughout  the  world,  for  the 
fiscal  year  ending  March  1985. 

NEC.  Ready  today  with  what  you 
need  today. 


NEC 


As  I  See  It 


American  industry  is  not  dying.  Both  man- 
ufacturing and  farm  exports  will  be  strong 
in  years  ahead.  One  expert's  cautious,  if 
optimistic,  view. 

Dollar  down, 
industry  up 


By  James  Cook 


Bereft  of  their  S18-an-hour 
jobs,  ex-steelworkers  are 
drudging  at  McDonald's  for 
S3.35  an  hour.  The  once  proud  U.S. 
manufacturing  sector  is  in  ruins.  The 
dollar  is  forever  pacing  U.S.  exports 
out  of  foreign  markets.  That's  a  scary- 
vision  Robert  Z.  Lawrence,  senior  fel- 
low at  Washington's  Brookings  Insti- 
tution, doesn't  share. 
Laurence.  The  fact  is,  production  of 
goods  m  this  economy  since  1979  has 
increased  as  rapidly  as  the  production 
of  services.  There  are  sectors  in  manu- 
facturing that  remain  unusually  de- 
pressed, but,  in  the  aggregate,  manu- 
facturing employment  has  recovered 
to  about  what  you  would  have  expect- 
ed, given  the  economy  's  growth  rate. 

How  did  this  happen,  considenng 
what's  happened  to  our  international 
trade  position-  Partly  because  the 
manufacturing  sector  received  a  com- 
pensating nse  m  demand  from  de- 
fense and  a  massive  increase  in  equip- 
ment investment. 

But  tubal  of  tlx  future''  Can  tlx  US  lx>ld 
its  position  in  manufacturing? 
Laurence  For  the  next  decade,  if  any- 
thing, we  will  experience  somewhat 
more  rapid  growth  in  manufacturing 
and  in  goods  production.  The  reason  I 
see  that  comes  back  to  the  trade  story. 
We  made  a  choice  to  become  a  debtor 
nation,  a  debtor  nation  with  a  growing 
interest  outflow,  and  that  will  make  a 
weaker  dollar  necessary'  simply  to  bal- 
ance our  overall  accounts. 

Won  7  a  falling  dollar  scare  foreign  lx)ld- 
ersofour  debt? 

Laurence:  I  think  if  we  can  manage  our 


Brookings  Robert  Z  Laurence 
Did  manufacturing  overadjust? 

affairs,  the  world  won't  panic.  I  think 
that  the  Reagan  Administration  has 
restored  confidence  in  this  economy. 

So  you  think  foreigners  uill  bate  to  ab- 
sorb more  US  goods  in  payment  of  tlx 
interest  ue  owe? 

Laurence  Yes.  How  do  we  service  that 
debt  we  borrowed-  Basically,  it's  go- 
ing to  have  to  be  the  traded  goods 
sectors  of  the  economy,  the  agricul- 
tural and  manufacturing  sectors,  that 
bear  the  burden  of  servicing  the  debt. 

If  anything,  we'll  find  our  manufac- 
turing sector  has  overadiusted.  A  lot 
of  old  business  has  gone  overseas,  and 
a  lot  of  old  industry  that  might  have 
made  it  by  muddling  through  has  shut 
down.  We  11  find  new  firms  springing 
up  to  serve  the  export  market. 

So  you  should  be  somewhat  con- 
trarian. Those  export  and  farm  indus- 
tries may  be  where  you  see  the  most 


growth  m  this  kind  of  environment 

Anotlxr  example  of  Americans  indulging 
in  too  mud)  short-range  thinking? 
Laurence  Well,  the  conventional  wis- 
dom is  that  our  businessmen  are  my- 
opic. Basically  businessmen  respond 
to  the  environment  in  which  they 
find  themselves,  and  I  think  that  rath- 
er than  preaching  to  them  to  become 
more  long  term,  you  have  to  create  a 
more  stable  economy  so  they  can  ig- 
nore the  short-term  fluctuations. 

If  I  lived  in  an  economy  with 
growth  rates  that  have  hovered  be- 
tween 3.5%  and  5.5%  a  year  smce  the 
1973  oil  shock — like  Japan's — and  if  I 
knew  my  exchange  rate  was  going  to 
be  undervalued  for  20  years  as  the  yen 
has  been,  I  could  plan  and  get  mto  the 
habit  of  taking  losses  short  term  be- 
cause I'd  know  thmgs  would  eventu- 
ally catch  up  with  me,  and  I'd  be  able 
to  justify-  those  losses  m  a  short  time. 

Similarly,  if  you  have  rapid  produc- 
tivity growth,  you  can  pnce  ahead  as 
you  zip  down  your  learning  curve  in 
anticipation  of  these  gams.  So  stable 
economic  growth  and  undervalued 
exchange  rates  are  the  things  that 
have  encouraged  Japanese  manage- 
ment, quite  appropriately,  to  take  a 
long  view.  But  in  the  U.S.  we  can't  see 
what's  ahead  and  what  we  should  do. 

Tlx  continued  weakness  in  tlx  dollar 
you  predict  It  uill  be fine  for  C  S  produc- 
ers. But  ubat  about  tlx  poor  consumers  '-' 
Laurence  It  will  show  up  m  more  ex- 
pensive import  prices.  But  that  could 
be  offset  by  oil  prices  contmumg  to 
decline  m  real  terms.  Productivity 
could  pick  up  more  generally.  We  may- 
still  have  a  growing  living  standard. 

U"7jw/  about  all  tlxse  demands  for  protec- 
tion for  L'S  industry  ? 
Laurence  You've  got  to  ask,  Is  there  a 
credible  reason  that  these  programs 
will  outperform  the  automatic  adjust- 
ments of  the  marketplace-  That's 
really  the  choice  we  have. 

The  thing  that  would  limit  this 
downward  pressure  on  the  dollar  and 
on  U.S.  living  rates  is  to  stop  borrow- 
ing. I  see  Gramm-Rudman  as  one  in- 
dication that  we're  gomg  to  get  seri- 
ous about  dealing  with  the  deficit.  It's 
a  very-  crude  way  of  doing  it,  but  it's  a 
way  of  doing  it.  And  the  sooner  we  do 
it,  the  lower  the  future  costs  m  terms 
of  the  tax  on  our  living  standards. 

Even  if  it's  true  that  we  must  have 
some  decline  in  our  living  standard,  it 
will  be  far  more  efficient  to  do  that  by 
a  market-based  exchange-rate  move 
than  by  detailed  government  pro- 
grams that  will  simply  redistribute 
that  burden  but  won't  remove  it.  ■ 
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THE  CHOKE  IS  CANON. 


roni  personal  to 
igh-perf  ormance  copiers, 
nly  Canon  meets 
«e  needs  of  every  kind  of 
usiness  so  well. 

No  business  is  too  small  for 
inon.  Canon's  line  of  Personal 
artridge  Copiers  gives  you  a 
impact,  simple  and  inexpensive  way 
produce  quality  copies  in  up  to  6 
dors.  What's  so  remarkable  about 
ese  copiers  is  Canon's  innovative 
olaceable  cartridge  system, 
irtrtdges  that  contain  all  the  key 
sments  for  making  copies  while 
tuatty  eliminating  maintenance. 

With  Canon's  Compact 
spiers,  you  can  expect  outstanding 
iability  and  excellent  copy  quality  in 
>mpact  desktop  models.  What's  more, 
anon  offers  a  multiple  choice  of 
atures  never  before  available  on  small 
'ice  copiers. 

For  average  copying  needs, 
anon  delivers  a  wide  range  of  choices. 
Compact  System  Copiers  give  you 
■erything  you  need  but  not  more  than 
>u  want.  Everything  from  speed,  color 
id  zoom  to  automatic  document 
edmg  and  sorting.  It  is  with  this  line 
at  Canon  established  itself  as  a  leader 
copying  technology. 

And  when  your  business  needs 
til  for  optimum  performance,  the 
loice  is  automatic.  Canon's  High- 
jrformance  Copiers  offer  such 
jphisticated  automatic  features  as  two- 
Jed  copying  and  paper  selection,  fully 
egrated  into  the  basic  design  of  the 
>piers. 

Canon  takes  care  of  specialized 
>pying  needs,  too.  Its  Professional 

opiers  can  reproduce  oversized 
iginals  in  copies  up  to  24"  x  36". 
id  with  Canon's  color  copier,  you  get 
st,  true-to-life  color  copies  up 
11"x17". 

With  the  new  Laser  Copier 
/stem,  Canon  brings  copying  into  the 
ser  age.  This  system  combines  Canon 
spier  technology  with  digital  and  laser 
chnologies  unlike  that  of  any  other 
)pier  system.  Digital  laser  copying 
ves  you  high-quality  images,  intelligent 
atures,  automatic  features  and  a 
emory  for  storing  copying  modes. 

Each  year,  more  businesses 
loose  Canon  copiers  for  their 
Jtstanding  performance  and  value, 
'hatever  your  copying  need,  the  choice 
Canon. 


Canon 

Canon  U.S.A.,  Inc.,  Copier  Products  Division 

One  Canon  Plaza.  Lake  Success.  New  York  11042 
0 1985  Canon  U  S  A  Inc 


Merrill  Lynch,  Sears,  Prudential  and  American  Express  are 
spending  hundreds  of  millions  to  become  one-stop  money 
shops.  Is  that  where  the  profits  are? 


Financial 
services- 


who  owns  the  future? 


By  Richard  L.  Stern 
and  Lisa  Gubernick 


IN  that  TV  commercial,  a  bull, 
obviously  symbolizing  Merrill 
Lynch,  is  trotting  down  Wall 
Street.  Confronted  by  the 
Dreyfus  lion,  the  bull  stops, 
turns  tail  and  runs.  That's  not  quite 
the  way  it  is.  The  bull  is  certainly  not 
retreating.  Dreyfus,  a  pioneer  in  the 
mutual  fund  business,  has  $30  billion 
in  mutual  funds  under  management. 
But  Merrill  Lynch,  by  contrast,  has 
$55. 2  billion.  Excluding  money  mar- 
ket funds,  three-quarters  of  the  fund 
money  that  was  brought  in  last  year 
was  delivered  by  brokers 
rather  than  by  direct-sellers 
like  Dreyfus.  The  lion  roars, 
but  the  bull  keeps  right  on 
coming. 

Not  just  Merrill  Lynch  but 
Prudential-Bache,  Dean  Wit- 
ter Financial  Services  and  all 
the  other  big,  traditional 
brokers,  which  once  did  al- 
most all  their  business  trad- 
ing stocks  and  bonds,  axe  to- 
day locked  in  a  battle  for  the 
mass  markets  for  financial 
services,  of  which  mutual 
funds  are  a  vital  part.  A  de- 
cade ago  41%  of  Merrill 
Lynch 's  revenues  were  in 
brokerage  commissions.  Last 
year  it  did  only  22% .  The  rest 
was  in  interest  income,  trad- 
ing and  investment  banking, 
mutual  fund  fee  income  and 
real  estate. 


But  to  get  this  financial  service 
business  the  big  brokers  must  com- 
pete against  a  stnng  of  high-powered 
competitors.  These  include  essential- 
ly mail-order  operations  like  Dreyfus 
Corp.,  Boston's  Fidelity  Investments, 
Baltimore's  T.  Rowe  Price  Associates 
and  The  Vanguard  Group.  Also  in  the 
game  are  banks,  big  and  small,  and 
even  industrial  outfits  like  General 
Motors  and  American  Can,  which, 
frustrated  at  trying  to  make  a  buck 
out  of  manufacturing,  long  for  a  piece 
of  the  financial  services  dollar. 

A  broker  is  no  longer  just  a  broker, 
just  as  a  bank  is  no  longer  just  a  bank 
or  a  mutual  fund  manager  just  a  mu- 


Howard  Stein  of  Drevfns 

Personal  service  is  expensive,  praise  be. 


tual  fund  manager.  It's  hard  these 
days  to  differentiate,  say,  a  Merrill 
Lynch  Cash  Management  Account 
from  a  Citibank  Focus  account  or  a 
Schwab  One  Account  from  Bank- 
America's  Charles  Schwab  subsidiary 
or  Fidelity's  Ultra  Service  Account. 

In  this  struggle  the  brokers  have 
one  outstanding  advantage:  personal 
service.  "People  will  always  want 
someone  to  give  them  advice  on  how 
to  invest  their  money,"  says  Pruden- 
tial-Bache  Chairman  George  Ball. 
"Brokers,  in  a  way,  are  like  doctors." 

Trouble  is,  personal  service,  medi- 
cal or  other,  is  expensive  these  days. 
So  the  brokers'  greatest  strength  is 
also  their  greatest  weakness: 
They  are  relatively  high-cost 
producers  of  competitive 
products. 

Time  was  when  the  hand- 
holding  George  Ball  talks 
about  was  paramount.  But 
that  was  before  the  tremen- 
dous public  acceptance  in 
the  last  half-dozen  years  of 
the  money  market  mutual 
fund — the  most  significant 
consumer  finance  product  to 
come  along  in  ages.  Once  in- 
vestors got  used  to  dropping 
their  savings  in  a  mailbox 
rather  than  sliding  them 
across  a  teller's  window,  the 
game  changed.  People  pulled 
their  money  out  of  savings 
banks  and  sold  their  stocks 
and  sent  the  proceeds  off  in 
the  mail  to  get  high  returns 
with  little  apparent  risk.  It 
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was  a  sign  of  the  times.  Ac- 
customed to  shopping 
around  as  consumers,  Ameri- 
cans were  now  shopping 
around  for  suppliers  of  in- 
vestment services  as  well. 
"Nobody  owns  a  consumer 
anymore,"  says  John  Bogle, 
chairman  of  The  Vanguard 
Group.  "The  person  with 
$50,000  to  $100,000  is  going 
to  need  the  single  provider 
less  than  before,  not  more." 

Meaning?  Meaning  that 
the  Merrills,  the  Baches,  the 
American  Expresses  will 
have  to  fight  for  every  cus- 
tomer and  every  sale.  Super- 
markets count  on  people  do- 
ing all  their  grocery  and  re- 
lated shopping  in  one  store. 
Few  wealthy  investors  are 
willing  to  do  this.  A  good 
brokerage  customer  may  also 
own  mutual  funds  bought  through 
the  mail,  have  a  Focus  account  at  Ci- 
tibank and  buy  a  CD  from  a  local 
bank.  Increasingly,  brokers  find  they 
must  compete  product  by  product 
rather  than  counting  on  customer  loy- 
alty. As  investors  become  better  in- 
formed, they  shop  around  more  and 
frequently  discover  that  they  can  buy 
a  mutual  fund  cheaper  by  mail  or  tele- 
phone. Fifteen  years  ago  only  10%  of 
all  mutual  fund  money  was  in  the  no- 
load  variety.  Today,  excluding  money 
market  funds,  30%  is. 

Yet  the  big  brokers  are  under  tre- 
mendous pressure  to  make  the  super- 
market strategy  work.  It  has  been 
forced  on  them  by  the  very  nature  of 
their  far-flung  and  elaborate  organiza- 
tions. E.F.  Hutton's  newly  named 
president,  Robert  Rittereiser,  con- 
cedes today's  brokerage  houses  are  op- 
erating at  a  cost  disadvantage  in  sell- 
ing mutual  funds  because  of  the  need 
for  compensating  salespeople.  "If  [I] 
started  out  free  and  clear  selling  a 
mutual  fund  today,  I  might  sell  it  dif- 
ferently. But  I'm  not — we  have  an  ex- 
isting plant  and  distribution  system 
in  place." 

Faced  with  this  cost  problem,  the 
big  brokers'  solution  has  been  to  give 
salespeople  more  products  to  sell — 
the  supermarket  strategy.  Merrill's 
top  executives,  seated  around  a  con- 
ference table  in  the  sunlit  office  of 
President  Daniel  P.  Tully,  outline 
their  master  plan.  Says  head  of  con- 
sumer markets  John  Steffens:  "Mer- 
rill plans  to  be  all  things  to  some  of 
the  people."  For  those  who  choose  it 
as  their  financial  manager,  Merrill 


William  Schreyer  of  Merrill  Lynch 
"All  things  to  some  of  the  people"? 


I  Ki  iss  B.(U>>hnua  Visions 


Chairman  William  Schreyer's  firm 
will  be  a  bank  for  savings  and  for 
mortgage  and  car  loans,  as  well  as  a 
real  estate  and  insurance  agent.  Mer- 
rill will  provide  a  MasterCard  debit 
card  for  travel  or  dining.  The  card  is 
part  of  Merrill's  Cash  Management 
Account,  which  calls  for  a  $20,000 
minimum  investment  and  also  in- 
cludes a  margin  account  and  a  money 
market  fund  with  check-writing 
privileges. 

For  ambitious  young  people  on  the 
way  up,  Merrill  pushes  its  new  $5,000 
minimum  Capital  Builder  Account 
(CBA),  betting  on  200,000  new  ac- 
counts by  year-end.  It  also  is  targeting 
businesses  of  up  to  $200  million  in 
assets  for  what  Merrill's  Tully  says  is 
a  commercial  banking  relationship 
with  lines  of  credit  drawn  through 
another  offshoot  of  its  CMA. 

Others  have  similar  ambitions. 
Sears,  Roebuck,  the  $57  billion  (as- 
sets) retailer  that  owns  Dean  Witter 
and  Coldwell  Banker,  is  spending 
hundreds  of  millions  to  launch  its 
new  Discover  credit  card.  American 
Express  ($68.5  billion)  offers  a  wide 
range  of  financial  services  through 
Shearson  Lehman  Brothers  as  well  as 
Investors  Diversified  Services  and 
Firemen's  Fund.  Then  there's  Citi- 
corp, which  is  as  eager  as  any  of  the 
above  to  be  your  one-stop  financial 
services  center. 

Among  the  competitors  for  this 
business,  outfits  like  Dreyfus,  T. 
Rowe  Price  and  Fidelity  eliminate 
from  their  cost  structure  a  whole  lay- 
er of  overhead  represented  by  sales- 
people and  expensive  real  estate.  As 


compared  with  the  thou- 
sands of  salespeople  and  mil- 
lions of  dollars'  worth  of  of- 
fices and  communications 
hardware  the  big  brokers 
bring  to  consumer  finance, 
Dreyfus  pits  only  700  em- 
ployees. No  sales  commis- 
sions attach  to  Dreyfus  mu- 
tual funds.  Low  costs  mean 
low  interest  rates  on  mort- 
gages and  car  loans  from 
Dreyfus'  Consumer  Bank 
and  low  charges  for  its  credit 
card.  In  mutual  funds,  the 
mail-order  houses  mostly 
sell  funds  that  they  them- 
selves manage,  and  sell  them 
without  charging  a  sales 
commission.  The  brokers,  by 
contrast,  with  thousands  of 
salesmen  to  compensate, 
charge  sales  commissions  as 

  high  as  8.5%. 

Pru-Bache's  George  Ball  is  right 
that  many  people  like  the  assurance 
of  buying  from  a  real,  live  salesman 
who  can  answer  their  questions,  still 
their  doubts  and  hold  their  hand  when 
the  market  fluctuates  alarmingly.  But 
not  everybody  needs  this  kind  of  as- 
surance. Using  advertising  but  no 
salespeople,  the  essentially  mail-or- 
der operations  have  attracted  huge 
streams  of  money.  Fidelity  alone  has 
$35  billion  in  mutual  funds  under 
management,  Vanguard  $17.3  billion, 
T.  Rowe  Price  $10.4  billion.  Both  Fi- 
delity and  Price  also  offer  discount 
brokerage  services.  And  Fidelity  offers 
FDIC-insured  money  market  ac- 
counts, as  well  as  the  management  of 
401(K)  plans  to  employers,  including 
bookkeeping,  notes  Fidelity  Vice 
President  Richard  Reilly. 

Dreyfus'  Howard  Stein  has  acquired 
a  bank  and  is  now  offering  auto  loans 
at  11.5%  and  30-year  fixed-rate  mort- 
gages at  10.72%  with  1.75  points.  And 
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The  spreads  are  spreading 

Full-service  brokers  like  Merrill  Lynch  have  more  products  to  offer  than 
ever  before,  but  the  new  products  call  for  more  people  adept  at  selling 
them.  Mail  and  telephone  operations  like  Dreyfus',  in  contrast,  are  less 
prone  to  add  overhead  as  their  product  lines  expand.  The  edge  in  profit- 
ability this  gives  Dreyfus  over  Merrill,  and  even  over  a  regional  broker 
like  A.G.  Edwards  and  a  discounter  like  Quick  &  Reilly,  is  widening. 

Pretax  profit  margin 
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there's  his  gold  MasterCard.  For  $25 
you  get  a  $6,000  line  of  credit  at 
15.9%  (at  least  3  points  below  most 
banks).  His  MasterCard  is  already  in 
the  black  and  has  125,000  subscribers. 

The  big  brokers  are  well  aware  that 
the  market  is  fragmented — and  get- 
ting more  so.  But  they  are  counting  on 
a  tremendous  increase  in  the  number 
of  people  needing  financial  services. 
Merrill's  Schreyer  speaks  of  a  small 
number  of  "mega  institutions"  like 
his  own  firm  as  best  fitted  to  serve 
this  exploding  market.  Sears,  Roe- 
buck, through  its  Dean  Witter  and 
other  financial  affiliates,  is  especially 
hopeful  of  tapping  the  newcomers  to 
the  market.  "Over  50%  of  households 
with  incomes  over  $50,000  don't  have 
a  stockbroker,"  says  Dean  Witter 
Chairman  Robert  Gardiner.  Gardiner 
thinks  he  can  move  even  further 
down  market  to  build  business  among 
Sears  customers  with  incomes  of 
$35,000  to  $50,000.  Gardiner,  like  the 
other  brokers,  also  sees  a  new  market 
in  the  hundreds  of  millions  accumu- 
lating every  year  in  IRA  accounts. 

Gardiner  and  his  counterparts  at 
Merrill  have  identified  a  huge  poten- 
tial market.  The  problem,  however, 
will  be  to  get  enough  business  out  of 
these  newer  accounts  to  justify  the 
costs  of  acquiring  and  servicing  them. 
Sears  Financial  Network,  which  in- 
cludes Dean  Witter,  already  has  an- 
nounced it  will  take  a  $115  million 
loss  on  its  Discover  Card  in  1986. 
Merrill's  CMA  now  boasts  an  average 
account  of  about  $80,000,  but  indus- 
try sources  say  it  is  not  as  profitable  as 
it  could  be  because  many  customers 
treat  CMAs  as  interest-bearing  check- 
ing accounts,  rather  than  the  active 
investment  portfolio  Merrill  envi- 
sioned. A  Merrill  spokesman  says 
profit  is  not  the  question  with  CMA 
because  the  firm  looks  upon  it  as  an 
asset  gathering  account. 

A  question  arises:  In  a  period  when 
personal  savings  are  declining,  is  a 
high-income  customer  necessarily  a 
good  customer  for  a  brokerage  house? 
Thomas  Stanley,  who  does  market  re- 
search on  the  affluent  for  Wall  Street, 
estimates  that  as  many  as  40%  of  the 
4.2  million  households  with  $75,000- 
plus  in  income  and  capital  gains 
spend  nearly  all  that  comes  in — with 
nothing  left  to  invest.  What  about 
those  earning  over  $200,000  a  year? 
It's  a  tiny,  tiny  market — no  more  than 
350,000  households.  Most  of  these 
people  are  long  since  accustomed  to 
spreading  their  business  over  several 
suppliers  and  shopping  around  for  the 
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The  personal,  durable  touch 

The  personal  touch  brokers  bring  to  their  business  may  be  expensive,  but 
it  still  works.  For  all  its  vaunted  efficiencies,  the  amount  of  new  capital 
brought  in  by  direct  marketing's  mail  and  telephone  techniques  was  still 
but  a  fraction  of  the  capital  brought  in  by  human  beings  in  direct  contact 
with  their  customers. 

Stock,  bond  and  income  funds  (sales  and  assets,  Sbillions) 
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best  deals. 

Can  small  accounts  be  profitable? 
They  certainly  can,  if  pooled  in  mutu- 
al funds,  which  produce  not  only  one- 
time sales  commissions  but  a  stream 
of  management  fees  for  as  long  as  the 
customer  holds  them.  Merrill,  for  ex- 
ample, reaped  an  estimated  $250  mil- 
lion in  management  fees  last  year 
from  its  in-house  funds,  and  running 
the  funds  costs  a  small  proportion  of 
that.  A  good-size  fund  that  holds  its 
customers  becomes  a  virtual  annuity 
for  the  management  firm.  Shearson's 
Vice  Chairman  Hardwick  Simmons 
tells  Forbes  that  the  firm  can  count 
on  each  dollar  of  customer  assets  gen- 
erating 2.5  cents  in  fee  and  commis- 
sion revenues.  "The  more  assets,  the 
more  revenues,"  says  Simmons. 

At  Paine  Webber,  Chairman  Don- 
ald Marron  expects  that  fees  for  man- 
aging mutual  funds  could  become 
more  important  than  margin  interest 
income  by  1987. 

That  the  big  brokers  are  successful 
in  this  asset  gathering  is  apparent 
from  the  figures:  74%  of  all  mutual 
funds  were  sold  by  salesmen  last  year. 
But  at  a  cost.  In  a  brokerage  house,  top 
salesmen  keep  up  to  50%  of  the  com- 
missions they  bring  in.  Compensa- 
tion accounts  for  nearly  60%  of  the 
full-service  firms'  operating  revenues. 
That  is  one  reason  comparisons  of 
profitability  per  employee  look  ex- 
traordinary; $8,133  pretax  per  Merrill 
employee  in  1985,  vs.  $150,000  per 
employee  for  Dreyfus. 

And  each  new  financial  product 
seems  to  call  for  more  people  and  more 
money.  For  example,  Merrill  has  hired 
120  insurance  agents  to  assist  regis- 
tered representatives  with  customers. 
Why  ?  Because  stockbrokers  just  do  not 
understand  insurance. 

Thus  the  big  wire  houses — and  the 
outside  outfits  that  have  invested 
heavily  in  them— face  a  major  chal- 
lenge: Can  they  hold  down  their  rising 
personnel  costs  without  sacrificing 
the  personal  touch  that  is  their  stron- 
gest suit?  Faced  with  mushrooming 
personnel  costs,  some  brokers  are  be- 
ginning to  think  of  brokerage  as  a 
franchise  business.  Paine  Webber's 
Marron  has  been  working  with  Booz, 
Allen  &  Hamilton  for  a  year  and  a  half 
on  a  plan  to  franchise  Paine  Webber 
branch  offices — in  effect,  allowing 
someone  else  to  pick  up  the  overhead. 
E.F.  Hutton's  Rittereiser  says  he,  too, 
has  thought  hard  about  franchising. 

But  franchising  would  be  a  despera- 
tion move,  and  the  big  wire  houses  are 
not  desperate  at  the  moment.  Why 


should  they  be,  when  a  booming  stock 
market  and  a  public  frenzy  for  mutual 
funds  and  tax  shelters  and  realty  deals 
are  producing  profits? 

But  consider  this:  1985  was  a  great 
year  for  the  securities  business.  For 
the  full  year,  Drexel  Burnham  analyst 
John  Keefe  expects  Dreyfus  Corp.  to 
report  $105  million  in  pretax  earnings 
on  revenues  of  just  $181  million — a 
58%  return  on  revenues.  Its  shares, 
which  sold  for  62  cents  a  share  11 
years  ago,  recently  broke  $100.  Mer- 
rill Lynch,  by  comparison,  required 
$7.1  billion  in  revenues  to  earn  $364 
million  in  pretax  profits — a  5.1%  re- 
turn. Its  shares  have  fallen  to  40  from 
a  high  of  56V2  in  1983.  Even  Shearson, 
famous  for  its  cost  controls,  saw  pre- 
tax margins  erode  to  11.1%  from 
17.9%  in  1983.  At  the  other  full-line 
houses,  record  revenues  did  not  trans- 
late into  record  profits. 

And  while  Merrill  and  the  others 
were  spreading  their  energies,  talents 
and  capital  across  the  spectrum  of  fi- 
nancial services,  Wall  Street's  biggest 


rewards  were  going  to  houses  that 
concentrated  on  things  like  trading, 
investment  banking,  mergers  and  ac- 
quisitions (see  following  story). 

Also  highly  profitable  are  discount 
brokers  like  Quick  &  Reilly  and  region- 
al houses  like  A.G.  Edwards.  Each  is 
profitable  precisely  because  it  is  not 
trying  to  be  all  things  to  anyone. 

Can  the  big  wire  houses  recoup  the 
high  selling  costs  that  currently  pe- 
nalize their  profitability?  Only  by  in- 
creasing greatly  their  fee  income  from 
managing  mutual  funds  and  other 
pools  of  capital.  Right  now  they  are 
doing  a  fine  job  of  attracting  mutual 
fund  money.  But  that  money  under 
management  will  have  to  increase  by 
severalfold  in  order  to  compensate  for 
the  high  cost  of  attracting  it.  This  will 
take  time.  Says  Dean  Witter's 
"Stretch"  Gardiner:  "Don't  look  for  a 
profit  balloon  before  1990." 

No  question.  The  big  brokers  will 
continue  to  own  the  biggest  piece  of 
the  market.  But  will  it  be  the  most 
profitable  piece?  ■ 
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HAZING  PROBLEMS 
DEOPHERNGTHE 
OLD  PHONE  BUL? 

You're  not  alone.  Many  companies  are  buried  in  the  same 
archaic  system  when  it  comes  to  accounting  for  costs  on  their  long 
distance  bills. 

Fortunately,  there's  The  Billing  Solution ™  from  GTE  SPRINT.® 
You  see,  The  Billing  Solution  breaks  down  your  costs  by  client, 
location,  department  or  individual.  It's  all  in  one  easy-to-read 
management  report.  That  way,  you  won't  have  to  spend  as  much 

time  pondering  over  lengthy 
phone  bills. 

And  while  you're  saving 
time,  you'll  also  be  saving 
money.  Because  The  Billing 
Solution  will  enable  you  to  com- 
bine usage  from  your  various 
locations  so  you  easily  qualify 
for  our  larger  volume  discounts. 
So  contact  SPRINT  and  find  out  more  about  The  Billing 
Solution.  After  all,  you  shouldn't  have  to  possess  the  wisdom 
of  the  ages  to  find  out  if  an  employee  is  always  calling  his 

girlfriend  in  Cairo,  Illinois.   

Call  (800)  521-4949  today.         jcji$  SPRINT 

You've  got  the  future  on  the  line5: 


Anaheim.  CA  (714)  660-8999  -Atlanta.  OA  (404)  8430100  •  Boston.  MA  (617)  933  7771  •  Chicago.  IL  (312)  364  4600  •  Cleveland.  Otf  (216) 642  0180  •  Dallas.  TX  (214)  387-4686  • 
Detroit.  Ml (313)  827-4900  •  Honolulu.  HI  (808)  528  2000  •  Houston.  FX  (713)  777-3600  •  Kansas  City.  KS  (913)  451  8700  •  Los  Angeles.  CA  (213)515  5353  •  New  York.  A/K(212> 
557-0700  •  Philadelphia.  PA  (215)  568  4338  •  Phoenix.  -4ZI602)  956-6200  •  San  Francisco.  CA  (415)  571  8700  •  Seattle.  WA  (206)  621-7600  •  Washington.  D  C.  (703)  486-8330 
€>  1986  GTE  Sprint  (RSprint  is  a  trademark  of  GTE  Sprint  Communications  Corp. 


Goldman,  Sachs  got  to  be  one  of  Wall 
Street's  two  most  profitable  firms  by  going 
after  the  money  instead  of  the  masses 


Goldman's  gilt 


By  Ben  Weberman 


How  many  of  Goldman,  Sachs' 
79  partners  make  more  than  $1 
million  a  year?  When  one  of 
them  was  asked  that  question  last 
year,  he  is  said  to  have  replied,  "We 
all  do." 

An  exaggeration,  says  John  Wein- 
berg, Goldman  senior  partner — some 
junior  partners  missed  the  $1  million 
mark — but  he  concedes  the  story  isn't 
totally  off. 

Goldman  is  a  private  company  and 
won't  say  what  it  earns,  but  knowl- 
edgeable outside  sources  estimate  its 
pretax  profits  at  $500  million  last  year 
on  revenues  of  about  $1.7  billion. 
That's  roughly  one-third  more  than 
Merrill  Lynch  earned  on  four  times 
the  revenues.  Goldman  thus  appears 
to  be  second  only  to  Phibro-Salomon 
as  the  nation's  top  earner  from  securi- 
ties activities. 

What's  the  secret?  A  big 
factor,  says  Weinberg,  is 
Goldman's  compensation 
system,  especially  for  its 
4,600  staff  members.  That 
has  left  it  largely  free  of  the 
infighting  and  backbiting 
that  plague  other  firms,  he 
claims.  Employees  can  earn 
as  much  in  operations  jobs  as 
in  the  more  glamorous  merg- 
ers and  acquisitions  division. 
Traders  can  earn  as  much  as 
investment  bankers.  Bo- 
nuses often  are  based  on 
team  results  or  on  the  firm's 
overall  results  rather  than  in- 
dividual performance.  This 
may  disgruntle  star  produc- 
ers but  makes  for  highly  effi- 
cient teamwork. 

The  other  secret  is,  in  a 
word,  concentration.  Let  oth- 
er firms  be  all  things  to  all 


people,  Goldman  will  pick  and  choose 
a  few  areas  and  throw  into  them  all 
the  talent  it  can  muster.  Like  other 
old-line  investment  bankers,  Gold- 
man has  diversified  into  such  fields  as 
real  estate,  commodities  and  futures 
and  options  since  the  1960s.  But  it  has 
always  concentrated  on  institutional 
investors  and  wealthy  individuals 
rather  than  on  mass  markets. 

"We  never  even  considered  getting 
into  the  retail  stock  brokerage  busi- 
ness for  small  investors,"  Weinberg 
says.  "The  economics  just  didn't  jus- 
tify it."  Goldman  does  have  16  offices 
around  the  world,  but  the  local  clients 
they  serve  usually  have  portfolios  of 
$1  million  or  more. 

Goldman  offers  them  more  than  or- 
dinary retail  merchandise.  "These  cli- 
ents don't  want  a  leveraged  real  estate 
tax  shelter,  they  want  an  equity  posi- 
tion in  real  property,"  says  Weinberg. 

Unlike  some  Wall  Street  houses, 


John  Weinberg  of  Goldman,  Sacbs 
Stay  away  from  the  little  guy. 


however,  117-year-old  Goldman  did 
not  grow  out  of  the  carriage  trade. 
Weinberg's  father,  Sidney,  the  son  of 
Polish  immigrants,  was  Goldman's 
driving  force  from  1927  until  his 
death  in  1969.  Since  he  was  also  fi- 
nancial counselor  to  the  Ford  family, 
Goldman  underwrote  the  first  public 
offering  of  Ford  Motor  Co.  stock,  in 
1956.  At  $600  million,  it  was  a  record 
up  to  that  time. 

Under  the  late  Gustave  (Gus)  Levy, 
the  elder  Weinberg's  successor  as  se- 
nior partner,  Goldman  was  one  of  the 
first  to  handle  big  blocks  of  stock 
without  dribbling  them  out  through  a 
specialist  on  the  New  York  Stock  Ex- 
change, thereby  giving  off  signals  that 
can  affect  price.  Instead,  when  a  big 
institutional  client  wanted  to  sell 
more  than  the  specialist  would  han- 
dle, Goldman  bought  for  its  own  ac- 
count. That  meant  it  took  over  the 
risk  and  responsibility  of  feeding 
those  shares  out  slowly  or  finding  a 
block  buyer. 

That  strategy  helped  Goldman  cap- 
ture institutional  market  share  all 
through  the  late  1950s.  Now  lots  of 
people  do  it,  but  Goldman  remains  in 
the  forefront. 

Block  trading  aside,  Goldman  rarely 
pioneers.  It  was  late,  for  example,  in 
getting  into  GNMAs  and  other  mort- 
gage-backed securities,  one  of  the  big- 
gest moneymakers  today.  But  once  it 
jumps  in,  it  does  so  in  a  big  way.  In 
fact,  the  fixed-income  group  is  now 
the  most  profitable  of  the  company's 
six  divisions. 

What's  next?  "The  international 
market,"  says  Weinberg.  "Everyone 
has  been  talking  about  it  for  decades. 
Now  it's  here.  That's  why  we're  trad- 
ing gilts  in  London,  why  we  joined  the 
Tokyo  Stock  Exchange.  Our 
job  is  to  be  in  the  market- 
place. So  we  must  develop  an 
international  presence." 

Will  Goldman  follow  Mor- 
gan Stanley  by  going  public? 
Unlikely.  Goldman  is  one  of 
the  best-capitalized  mem- 
bers of  the  NYSE,  with  $1.2 
billion  at  the  end  of  1985,  up 
from  $850  million  the  year 
before.  Excess  capital,  the 
amount  over  NYSE  require- 
ments, comes  to  $750  mil- 
lion, the  largest  in  the  indus- 
try. "With  $1.2  billion  and 
$750  million  in  excess,  we 
have  all  we  need  to  serve  our 
clients,"  Weinberg  says.  Tak- 
ing in  public  shareholders 
would  simply  dilute  the  prof- 
its available  to  nourish  Gold- 
man's highly  successful  part- 
nership system.  ■ 
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We  edged  out  the  competition 
with  better  solutions  for 
every  application. 


'resenting  the  Tandy®  line 
»f  PC -compatible  computers 

At  Radio  Shack  Computer  Cen- 
ers,  you  won't  find  just  any  com- 
pter, you'll  find  the  right  computer. 

America's  #1  PC  compatible 

Looking  for  a  complete,  low-cost 
4S™-DOS  system?  The  Tandy  1000 
s  compatible  with  the  IBM®  PC,  so 
here  are  thousands  of  programs  for 
ou  to  choose  from.  Plus,  the  1000 
omes  complete  with  its  own  Desk- 
late®  6-in-l  software. 

"he  PC/XT's  "mirror  image" 

The  Tandv  1200  works  like  an 
BM  PC/XT— but  costs  much  less, 
'he  1200  runs  the  same  top-name 
oftware  and  supports  the  same 
ardware  as  the  PC/XT.  So  if  you're 
heady  using  one  or  more  IBM 
'C's  in  your  office,  the  Tandy  1200 


lets  you  expand  for  less — and  con- 
tinue using  the  same  software. 

The  graphics  advantage 

Searching  for  a  high-powered 
computer  with  advanced  graphics 
capabilities?  Take  a  good  look  at  the 
affordable  Tandy  2000.  The  Tandy 
2000  gives  you  the  high-resolution 
graphics  you  need  to  create  razor- 
sharp  graphs  and  diagrams  in  a  bril- 
liant array  of  colors. 

The  new  Tandy  3000 

Introducing  a  powerful  computer 
that's  the  affordable  alternative  to 
the  IBM  PC/AT.  The  Tandy  3000 
has  the  power  you  need,  and  it's 
compatible  with  PC/AT  and  PC/XT 
software.  And  with  the  forthcoming 
XENIX™  operating  system,  two  to 
six  users  will  be  able  to  use  the 
3000  simultaneously. 


Discover  the  power  and  afforda- 
bility  of  the  Tandy  3000  and  all  of 
our  MS-DOS  computers  today. 

Available  at  over  1200 
Radio  Shack  Computer  Centers  and  at 
participating  Radio  Shack  stores  and  dealers. 

Radio /hack 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 

■H  ■■■  ■■  WM  m  HH 
Send  me  a  free  Computer  Catalog. 

Radio  Shack,  Dept.  86-A-531 
300  One  Tandy  Center,  Fort  Worth,  TX  76102 

■  S 
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DeskMate/Registered  TM  Tandy  Corp.  IBM/Registered  TM  International  Business  Machines  Corp.  MS  and  XENIX/TM  Microsoft  Corp. 
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Scrambled  television  signals  may  not  be 
good  for  satellite  dish  owners,  but  for 
struggling  MIA-Com,  Inc.  they  promise  a 
welcome  boost  to  earnings. 

High-tech 
hammerlock 


By  Ellen  Benoit 


It's  no  small  wonder  that 
America's  1.5  million  owners  of 
backyard  satellite  dishes  are  rag- 
ing now  that  cable-TV  programmers 
have  begun  scrambling  their  signals. 
But  in  Burlington,  Mass.,  executives 
at  M/A-Com,  Inc.,  a  communications 
and  defense  electronics  company 
(1985  sales,  $844  million),  could  not 
be  happier:  M/A-Com  is  rapidly  be- 
coming an  indispensable  middleman 
for  the  entire  cable  program  distribu- 
tion system. 

With  a  long  history  in  defense  en- 
cryption technology  behind  it,  M/A- 
Com  has  one  of  the  best  systems  on 
the  market  for  scrambling  and  un- 
scrambling electronic  data  signals, 
and  cable  programmers  are  turning  to 
it  one  after  the  other.  M/A-Com's 
competitors — Scientific-Atlanta,  Oak 
Communications  and  General  Instru- 
ment— are  thus  being  elbowed  aside, 
since  their  scrambling  equipment  is 
not  compatible  with  M/A-Com's. 

The  cable  industry's  two  giants, 
HBO  and  Cinemax,  have  already 
signed  up  for  M/A-Com  scrambling 
equipment,  and  by  year's  end  some  20 
others  are  expected  to  follow.  Such 
deals  could  bring  in  perhaps  as  much 
as  $50  million  from  programmers  and 
cable  operators  alone. 

But  the  real  money  is  to  be  made 
selling  individual  descramblers,  at 
perhaps  $395  per  unit,  to  dish  owners. 
That's  a  market  that  Joseph  Bothwell, 
M/A-Com's  senior  vice  president  of 


corporate  development,  says  could  be 
worth  as  much  as  $450  million  more 
to  the  company.  Cablc-TV  program- 
mers welcome  such  sales  because 
M/A-Com's  state-of-the-art  technolo- 
gy enables  programmers  to  bill  dish 
owners  monthly  for  receipt  of  their 
signals — and  to  shut  down  the  de- 
scramblers  if  the  owners  don't  come 
up  with  the  payment. 

But  how  long  will  it  take  electronic 
elves  to  get  around  the  scrambling 
and  come  up  with  bogus  boxes?  Few 
experts  see  much  chance  of  that  hap- 
pening, at  least  anytime  soon.  "No 
system  is  unbreakable,"  says  Robert 
Caird,  HBO  vice  president  for  direct 
broadcast  services,  "but  we  are  confi- 
dent this  one  is  tamper-proof."  Show- 
time's  Stephan  Schulte,  senior  vice 
president  for  operations,  agrees.  "You 
won't  see  black  boxes  developing," 
says  he.  "The  technology  is  just  too 
sophisticated." 

The  audio  portion  of  the  signal  is 
heavily  protected,  but  the  video  por- 
tion can  be  fairly  easily  deciphered. 
Think  of  a  television  image  as  525 
tiny  horizontal  lines  tracing  across 
the  screen.  Scrambling  simply  re- 
verses colors,  at  the  same  time  inter- 
rupting the  signals  that  keep  those 
lines  in  order.  Result:  Black  becomes 
white,  and  images  become  wavy. 
Even  M/A-Com  concedes  that  sophis- 
ticated viewers  are  able  to  descramble 
video  signals. 

But  cracking  open  the  audio  portion 
of  the  signals  is  immeasurably  tough- 
er. The  audio  components  are  con- 
verted into  electrical  impulses,  or 
bits.  Then  the  bits  are  camouflaged  by 
millions  of  random  digital  bits  and 
other  information,  including  "secret 


James  Bunker  of  M/A-Com 
Becoming  an  indispensable  middleman  in  cable  program  distribution. 
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Grumman's  X-29 
advanced-technology 
demonstrator  sets 
a  course  for  flight  into 
the  next  century. 


9:36  A.M.  Pacific  Standard 
Time.  Forward-swept  wings 
making  it  look  eager  to  fly,  the 
aircraft  streaked  down  the 
runway  and  climbed  into  the 
California  sky.  More  than  a 
maiden  flight,  for  at  the  instant 
the  plane's  weight  lifted  off  its 
wheels  three  on-board  com- 
puters took  control  and  a  new 


Tomorrow's  sky. 


direction  was  set  for  the  future 
of  flight. 

Once  airborne,  the  computers 
sensed  speed,  attitude,  altitude 
and  ten  other  parameters  and 
adjusted  the  plane's  control  sur- 
faces 40  times  a  second— a  de- 
gree of  control  no  human  pilot 
could  equal. 

It's  the  Grumman  X-29,  a  fly- 
ing laboratory  that  is  now  testing 
eight  new  flight  technologies  as 
candidates  for  the  next  genera- 
tion of  tactical  aircraft. 

The  X-29  uses  composite 
materials  to  make  possible  its 
unique  forward-swept-wing 
configuration.  Materials  stronger 


than  steel  and  lighter  than 
aluminum. 

Not  only  does  the  X-29  test 
new  technologies,  it  demon- 
strates the  remarkable  ability  of 
Grumman  to  integrate  elec- 
tronics into  aircraft  that  are  more 
cost-effective,  less  susceptible  to 
obsolescence,  more  dependable, 
and  able  to  perform  missions  no 
other  plane  can  perform. 

Only  GRUMMAN 

GRUMMAN 


® 


'A  registered  trademark  of  Grumman  Corporation. 


THE  NUTS  RND  BOLTS 
OFTODWSGm. 

Lasers.  Electronics.  Polymers. 
Computers.  Robotics. 
The  new  tools  of  a  new  technology. 
The  changing  parts  and  components 
of  a  General  Motors  which  is  building 
a  whole  new  future  of  transportation. 
We're  scrapping  the  old.  Inventing  the  new. 
Assembling  a  GM  structured  around 
creative  and  searching  minds 
in  research,  design,  manufacturing, 


f 


ICE  NOT  FICTION 


ECTRONIC  NAVIGATION.  Electronic 
ligation  system  that  allows  you  to  find  where 
j  are  and  how  to  get  where  you're  going. 

SER  DOPPLER  VELOCIMETRY.  Advanced 
!  of  lasers  to  develop  more  powerful, 
il  efficient,  and  cleaner  burning  engines. 
ASMETAL.  New  plastic  plating  process  that 
>vides  a  durable  finish  on  chrome-plated  parts 
h  no  adverse  environmental  impact. 
CROELECTRONICS  RESEARCH.  Discovering 
w  ways  to  make  high  performance  integrated 
cuits  for  use  in  on-board  computers,  radios,  and 
gine  controls. 

ERCISER.  Testing  system  used  in  the  vehicle 
/elopment  phase  to  assure  performance 
Dn-board  electronics. 

NTIME  CONTROL.  Quantum  leap  in  controlling 

)otic  accuracy  in  placement  of  parts 

d  welds  leading  to  higher  quality  assembly. 

TOCOLOR.  Computer  graphics  system  that 
plays  3-D  color  shaded  vehicle  designs 
aesthetic  evaluation  and  improved  styling. 


Technology 


code"  numbers  to  make  sure  only  au- 
thorized descramblers  receive  pro- 
grams. "The  encryption  technique 
we're  using  is  one  we've  used  in  15 
years  of  work  for  the  military,"  says 
James  Bunker,  general  manager  of 
M/A-Com's  video  products  group. 
"It's  a  complex  encryption  method, 
and,  as  far  as  I  know,  the  algorithm 
has  never  been  broken." 

"There's  no  such  thing  as  encryp- 
tion that  can't  eventually  be  broken," 
retorts  George  Davida,  a  computer 
scientist  at  the  University  of  Wiscon- 
sin. While  Davida  concedes  the  algo- 
rithm that  M/A-Com  uses  has  never 
been  successfully  attacked,  he  feels 
the  "key"  that  makes  the  algorithm 
work  is  vulnerable,  because  it  is  only 
56  computer  bits  long.  "One  could 
probably  break  it  with  brute  force,"  he 
says.  "You  just  put  the  algorithm  in  a 


supercomputer,  push  the  button 
and — bingo — it  runs  through  all  the 
possible  combinations  over  24 
hours." 

But  24  hours  of  processing  time  on  a 
supercomputer  would  cost  .many 
thousands  of  dollars,  and  even  then 
the  resulting  decryption  would  take 
the  user  to  only  one  of  five  separate 
levels  of  algorithmic  "keys"  that  have 
to  be  deciphered  in  order  to  make  the 
box  work  for  all  programs.  One  of  the 
keys  is  actually  an  algorithm  unique 
to  a  particular  descrambler,  and  sever- 
al of  the  keys  together  protect  the 
program  key  that  essentially  clears 
the  audio  signal. 

For  M/A-Com,  the  boom  in  demand 
for  its  encryption  expertise  could  not 
be  coming  at  a  better  time.  Earnings 
have  been  heading  south  since  June 
and  are  down  to  5  cents  for  the  first 
quarter,  a  drop  from  fourth-quarter 
1985  (Sept.  30)  earnings  of  25  cents 
per  share.  The  company's  stock  is  at 
127/s,  which  is  just  about  its  lowest 
point  since  1982. 

One  reason  for  the  slide  in  stock 


price  is  that  nearly  half  of  M/A-Com's 
earnings  come  from  the  sale  of  com- 
ponents to  industries  such  as  the  bad- 
ly depressed  semiconductor  business. 
The  company  also  missed  out  on  a 
huge  military  contract  last  summer, 
and  delays  in  funding  other  defense 
contracts  could  not  have  helped  mat- 
ters, either. 

M/A-Com's  cable/home  communi- 
cations business,  which  normally 
brings  in  about  30%  of  its  earnings, 
has  also  been  bruised.  The  company  is 
one  of  the  nation's  largest  manufac- 
turers of  coaxial  television  cable,  the 
sales  of  which  peaked  about  three 
years  ago.  Moreover,  M/A-Com  is 
also  one  of  the  leading  manufacturers 
of — you  guessed  it — backyard  satel- 
lite dishes,  the  sales  of  which  have 
dropped  off  as  a  result  of  the  decision 
by  programmers  to  begin  scrambling 
their  signals.  In  the  coming  months 
M/A-Com's  earnings  may  thus  re- 
main depressed.  But  as  the  company's 
hammerlock  on  the  industry  grows 
tighter,  the  firm's  prospects  should 
brighten  accordingly. 


Oh,  my  aching  back 

In  1981  Roger  Daneault,  a  32-year- 
old  Mississippi  electrician,  bent 
over  to  pick  up  a  50-pound  motor  on 
an  offshore  drilling  rig.  His  life  has 
not  been  the  same  since. 

Four  years  and  at  least  $90,000 
later,  Daneault  is  still  paying  the 
price  of  backache  caused  by  im- 
proper lifting — in  his  case,  a  rup- 
tured spinal  disk  that  eventually 
required  corrective  surgery  and 
months  of  therapy  before  he  was 
able  to  return  to  work. 

Backache,  one  of  the  least  un- 
derstood of  physical  afflictions,  is 
business'  silent  crippler,  costing 
an  estimated  $56  billion  annually 
in  insurance,  treatment,  lost  pro- 
duction and  employee  retraining. 
Until  now,  nostrums  have  in- 
cluded everything  from  pain  pills, 
bed  rest  and  surgery  to  chiroprac- 
tic spinal  adjustment,  acupunc- 
ture and  even  psychotherapy.  Yet 
a  growing  number  of  physical 
therapists  nationwide  are  at  last 
beginning  to  attack  the  problem 
from  the  prevention  angle,  be- 
forehand, with  the  so-called  ex- 
tension technique. 

Says  David  Apts,  who  cofound- 
ed  the  American  Back  School  in 
Ashland,  Ky.  in  1981  and  is  a 
proselytizer  of  extension  tech- 
niques: "The  feeling  in  the  medi- 
cal community  is  that  you  can 
only  treat  backs  when  you  have 


someone  in  acute  pain.  But  I  got  sick 
of  seeing  all  these  people  maimed 
with  back  pain.  Why  couldn't  we  take 
an  industry  with  serious  back  prob- 
lems and  prevent  them?" 

The  approach  is  catching  on.  Safety 
directors  at  a  lengthy  list  of  compa- 
nies, including  IBM,  Owens-Corning, 


Holly  Kupcr 


Physiotherapist  Gilbert  Gimhelat  Texas  Instruments 
in  Dallas  demonstrating  the  strength  of  the  back 
Sitting,  standing  or  lifting,  keep  the  curve. 


Westmoreland  Coal,  CSX,  Dow 
Chemical,  Schlumberger,  United  Par- 
cel Service,  Data  General,  Lockheed 
and  Coors,  are  now  providing  exten- 
sion-technique training  to  employees 
to  prevent  backache. 

What  is  extension  technique  ?  In  con- 
trast to  conventional  treatments  such 
as  "flexion"  exercises,  which  em- 
phasize a  combination  of  pelvic 
tilts  and  knee-to-chest  routines  to 
flatten  and  strengthen  the  back, 
extension  technique  involves  a 
method  of  sitting,  standing  and 
lifting  that  capitalizes  on  the 
spine's  three  natural  curves.  This 
lets  the  back  extension  muscles,  in 
concert  with  the  backbone,  bear 
the  stress  of  weight  loads,  which 
can  exceed  1,000  pounds  per 
square  inch  of  disk  when  a  person 
lifts  even  70  pounds. 

Known  also  as  the  McKenzie 
technique,  for  Robin  McKenzie, 
the  New  Zealander  who  intro- 
duced it  to  the  U.S.  in  the  mid- 
1970s,  extension  technique  is  de- 
signed to  preserve  normal  lordo- 
sis, an  inward  curve  in  the  low 
back.  "Most  people  have  lost  the 
curve  through  faulty  sitting, 
watching  TV  five  hours  at  a 
stretch,  and  driving,"  says  thera- 
pist Peter  Mayock,  who  instructs 
workers  on  the  technique  at  An- 
heuser-Busch's  brewery  in  Merri- 
mack, N.H. 

One  useful  technique  recom- 
mended by  Mayock:  When  sit- 
ting, place  a  rolled  towel  behind 
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you  to  support  the  natural  curve  at 
the  base  of  the  spine.  To  stretch  the 
abdominal  muscles  and  the  spine's 
long  front  ligament,  necessary  for  nor- 
mal lordosis,  Mayock  also  recom- 
mends a  kind  of  semi-push-up  that 
bows  the  low  back  in.  For  lifting, 
Mayock  prefers  the  style  that  lets  an 
Olympic  weight  lifter  heave  300 
pounds  and  lift  it  over  the  head  by,  in 
essence,  locking  the  back  into  its  nat- 
urally curved  position  instead  of 
squat-lifting  with  a  flat  back  and  the 
legs  bearing  the  load. 

Extension  technique  is  already 
showing  real  success  in  reducing  in- 
jury on  the  job.  After  350  "high-risk" 
workers  at  Public  Service  of  New 
Hampshire  completed  Mayock's  two- 
hour  course  in  late  1 983,  the  number 
of  back  injuries  dropped  60%.  Texas 
Instruments'  data  systems  group  in 
Austin  cut  the  number  of  back  injur- 
ies there  by  60%  after  2,000  employ- 
ees took  Gilbert  Gimbel's  Las  Cruces, 
N.M. -based  Save-A-Back  extension 
back  care  course.  After  183  workers  at 
Austin  Power  &  Light  took  Gimbel's 
class,  the  number  of  lost-time  back 
injuries  fell  by  two-thirds.  Inco's 
Huntington  Alloys  in  Huntington, 
W.Va.  cut  compensation  costs  21% 
after  Apts  trained  nearly  1,600  of  its 
workers. 

Treating  backache  is,  of  course, 
complex,  and  extension  technique,  al- 
though used  for  treatment,  is  by  itself 
hardly  a  cure-all  once  a  person  does 
damage  to  his  spine.  But  as  a  way  to 
prevent  damage  from  occurring  in  the 


Right  and  wrong 


For  lifting,  extension  instruc- 
tors prefer  the  style  that  locks 
the  back  into  a  lordotic  curve 
(right) — a  sort  of  natural  splint 
protecting  the  spinal  joints,  lig- 
aments and  disks — and  lets 
Olympic  weight  lifters  heave 
300  pounds.  Bending  at  the 
waist  (left)  is  inefficient  and  po- 
tentially hazardous,  extension 
instructors  say. 


first  place,  the  technique  has  much  to 
commend  it.  Compared  with  the  cost 
of  injuries,  the  $10  to  $30  per  head 
that  therapist-instructors  charge  for 
prevention  is  small.  Mississippi  Pow- 
er safety  director  Mikel  Gusa  says 


back  injuries  fell  from  12  a  year  to 
zero  after  1,200  employees  took  a 
back  class  there. 

Says  Gusa  bluntly:  "That  was 
damned  near  the  best  $18,000  we  ever 
spent." — Alyssa  A.  Lappen  » 


Innovation  for  a  change 

Tlhe  last  several  years  have  not  been 
a  fun  time  in  the  light  bulb 
business.  Americans  began  turning 
off  their  lights  as  they  became  more 
energy  conscious  during  the  oil  crisis. 
Then  low-cost  labor  abroad  boosted 
imports  of  cheap  light  bulbs,  enabling 
such  manufacturers  as  Hungary's 
state-owned  Tungsram  Co.  and  South 
Korea's  Poong  Woo  Industries  Co.  to 
grab  up  to  25%  of  the  U.S.  bulb  mar- 
ket. Result:  By  1985  U.S.  manufactur- 
ers were  struggling  to  match  output 
and  sales  levels  of  incandescent  bulbs 
a  decade  earlier,  and  one  leading  mak- 
er, Westinghouse,  had  abandoned  the 
business  altogether. 

But  those  remaining  now  have 
some  reason  to  smile.  Pressed  to  keep 
budgets  tight  and  hold  down  operat- 
ing costs,  commercial  customers  are 
unscrewing  electricity-guzzling  in- 
candescent bulbs  and  replacing  them 
with  more  expensive  but  highly  effi- 
cient "compact  fluorescent"  bulbs. 

Introduced  to  the  U.S.  market  in 
1982  by  North  American  Philips 
Corp.,  the  compact  fluorescents  not 
only  can  be  screwed  into  normal  in- 
candescent light  sockets  but  they  also 


provide  more  light  for  less  wattage 
and  don't  give  everything  a  washed- 
out  appearance,  as  do  standard  flu- 
orescent bulbs. 

Though  the  bulbs  currently  ac- 
count for  only  a  tiny  fraction  of  the  $4 
billion  world  lighting  market,  de- 
mand for  them  is  growing  at  50% 
annually,  and  the  biggest  light  bulb 
manufacturers  in  the  country  are 
waking  up  to  the  opportunity.  Gener- 
al Electric  is  spending  nearly  $20  mil- 
lion over  the  next  four  years  to  devel- 
op and  produce  compact  fluorescents. 
GTE  recently  completed  a  $5  million 
installation  of  its  own  in  Shipley,  En- 
gland for  the  Sylvania  products  and 
plans  another  for  the  U.S.  this  year. 
Market  leader  North  American  Phil- 
ips and  its  affiliate,  N.V.  Philips, 
which  have  spent  more  than  $30  mil- 
lion developing  and  promoting  the 
bulbs,  plan  to  spend  $10  million  more 
on  increased  production  over  the  next 
year.  Osram  Corp.,  a  subsidiary  of  Sie- 
mens, is  also  competing  for  business. 

Fluorescents'  cool  white  color, 
flicker  and  hum  have  always  made 
them  less  appealing  than  incandes- 
cent bulbs.  But  compact  fluorescents 
have  a  color  almost  as  warm  as  in- 
candescents,  thanks  to  a  coating  of 
rare  earth  phosphors  on  the  inside  of 
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Planning. 

Doing  things  today  to  make  us 
better  tomorrow.  Because  the 
future  belongs  to  those  who 
make  the  hard  decisions  today. 
To  Eaton. 


Growing  into  the  future. 

Automotive  •  Electronics  •  Defense  •  Capital  Goods 


Technology 


the  tube.  Moreover,  many  have  an 
electronic  ballast  hooked  to  the  base 
of  the  bulb  that  eliminates  flicker  and 
hum  by  increasing  light  pulses  from 
120  to  50,000  per  second.  Adding  spe- 
cially configured  reflectors,  often  of 
anodized  aluminum  or  silver,  can 
make  the  resulting  light  seem  even 
brighter.  Because  they  don't  give  off 
much  heat,  compact  fluorescents  save 
on  cooling  costs  for  commercial 
buildings,  and  their  longer  lives  save 
maintenance  costs  in  changing  bulbs. 

At  up  to  $20  retail,  the  compact 
fluorescents  are  obviously  not  cheap, 
but  the  overall  savings  can  still  be 
substantial.  Detroit's  Westin  Hotel 
was  spending  $65,000  a  year  on  elec- 
tricity to  operate  incandescent  bulbs 
in  its  hallways.  But  when  the  hotel 
replaced  those  50-watt  incandescent 
bulbs  with  9-watt  compact  fluores- 
cent units  last  year,  lighting  costs  fell 
to  $8,500  on  an  annual  basis,  paying 
back  the  initial  investment  in  the 
new  bulbs  in  only  two  months.  "We 
can  sell  our  products  on  a  perfor- 


mance basis  again  instead  of  just  on 
price,"  says  Fred  Grunewald,  a  prod- 
uct development  manager  at  GE, 
which  is  going  after  the  traditional 
fluorescent  market  with  the  com- 
pacts. Adds  Charles  May,  national 
sales  manager  for  Matsushita  Elec- 
tric's  Panasonic  Industrial  Co.,  which 
is  also  scrambling  for  a  share  of  the 


market:  "This  product  brings  back 
some  excitement  to  the  business.' 
Now  if  scientists  continue  to  come  up< 
with  other  cost-effective  lighting, 
such  as  halogen  (Forbes,  Feb.  10),  the| 
future  for  bulbmakers  might  lookJ 
much  brighter  indeed.  Says  Michael 
Skerry,  a  GTE  manager:  "It's  innovate 
or  perish  '—Mark  Clifford 


Testing  advanced  twin- tube  fluorescents 

Less  wattage  and,  thanks  to  rare  earth  phosphors,  a  "warm"  light. 


.Assembly  line  at  Siemens'  Osram  subsidiary  in  upstate  New  York 

Yes,  the  compact  fluorescents  cost  up  to  $20  retail,  but  what  if  they  pay  for  themselves  in  two  months? 
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Sothe 
top  guy  said, 

''What  does  a  system 
thatcan  handle 
thousands  of 
on-line  taisactions 
adaybuyme?" 

-  - 

And  we  said... 


"  You  can  own 
the  market? 


Transaction  Processing.  How  fast  you 
:an  do  it  keeps  customers  happy  and  business 
growing.  How  well  you  do  it  helps  keep  your 
company  in  the  black. 

Nobody  does  it  better  than  Honeywell. 

Our  Transaction  Processing  systems 
help  give  you  what  you  need  for  high  through- 
put, fast  response  processing  that  delivers 
results  where  you  need  them  most— the 
bottom  line. 

Look  at  it  as  your  Business  Action 
partner.  Ready  to  help  whenever  you  need  it. 
Whether  for  inventory  or  financial  control 
or  personnel  scheduling,  Honeywell  TP  can 
handle  it. 

DATA  INTEGRITY 
FOR  PEACE  OF  MIND 

A  Honeywell  TP  system  allows  you  to 
keep  your  data  base  up  to  date  and  well  pro- 
tected, an  important  consideration  where  loss 
or  destruction  of  key  data  could  bring  busi- 
ness to  a  standstill. 

Honeywell's  data  base  management  and 
TP  software  provide  features  such  as  audit 
trails  and  data  images  for  recovering  data. 
TP  also  has  an  automatic  restart  capability, 
as  well  as  other  data  integrity  and  recovery 


management  features. 

AN  INTEGRATED  APPROACH 

WITH  IBM  NETWORKING 

Because  Honeywell  takes  an  integrated 
approach  to  data  processing,  your  TP  func- 
tion is  just  one  part  of  a  total  system  linking 
management,  individual  departments,  and 
end-users  in  one  easy-to-use  network. 

And  Honeywell  offers  distributed  data 
access  and  distributed  processing  in  networked 
systems  that  include  IBM  mainframes. 

All  this  in  a  system  tailored  to  your 
needs,  and  able  to  expand  along  a  clear  growth 
path  via  our  fully  compatible  DPS  6  family  of 
micros,  minis,  and  superminis.  And,  of  course, 
our  traditional  strength  in  mainframes. 

Every  system  is  also  backed  by  Honeywell's 
worldwide  TotalCare™  customer  service  pro- 
gram that  helps  your  system  perform  to  your 
requirements.  Particularly  during  crunch  time. 

Find  out  how  Honeywell's  TP  Business 
Action  Partner  can  cut  your  toughest  order 
processing  and  billing  challenges  down  to 
size.  Call  1-800-328-5111,  Ext.  2799,  or  write 
Honeywell  Information  Systems,  200  Smith 
Street,  MS440,  Waltham,  MA  02154  for  our 
brochure. 


Together,  we  can  find  the  answers. 

Honeywell 
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As  a  division  in  a  giant  company,  Formica 
was  a  plodder.  Can  independent  manage- 
ment make  it  a  winner? 

Even  the 
kitchen  sink 


Sometimes  flashy  marketing 
dsn't  enough.  Look  at  the  Formi- 
ca Corp.,  which  attempted  to 
change  its  image  four  years  ago  by 
hiring  famous  designers  like  Milton 
Glaser  and  Stanley  Tigerman  to  cre- 
ate Formica-inspired  modern  furni- 
ture. It  was  a  nonstarter,  a 
trend  that  never  got  trend- 
ing. So  American  Cyana- 
mid  came  to  view  its  For- 
mica subsidiary  as  a  plod- 
der with  limited  growth 
potential,  a  prime  candi- 
date for  the  restructuring 
bin.  Nothing  wrong  with 
it,  really.  Formica  ranks 
second  in  laminate  sales 
in  the  U.S.  and  earned 
about  15%  pretax  last 
year  on  sales  of  about 
$335  million,  but  pros- 
pects looked  dull.  Ameri- 
can Cyanamid  sold  the 
Formica  Corp.,  based  in 
Wayne,  N.J.,  last  May  to  a 
group  of  managers  in  a 
$200  million  leveraged 
buyout. 

But  need  Formica  be 
sluggish?  The  new  owners 
don't  think  so.  Vincent 
Langone,  Formica's  presi- 
dent, is  an  intense  42- 
year-old  who  reads  man- 
agement motivational 
books  in  his  spare  time. 
Langone  intends  to  build 
sales  to  $500  million 
within  four  years.  He 
hopes  to  market  Formica 


the  same  way  the  Ralph  Laurens  and 
Calvin  Kleins  have  built  their  busi- 
nesses: by  exploiting  the  company's 
quality  brand  image. 

First,  says  Langone,  will  be  the  li- 
censing deals  with  packaged  goods 
manufacturers.  That  means  Formica 


Formica  Pr 
Taking  a 


•esident  Vincent  Langone 
lesson  from  Calvin  Klein. 


brand  countertop  cleansers,  Formica  I 
waxes,    Formica    glues.    Cleansers  I 
alone,  he  says,  could  be  a  $100  million  I 
a  year  business,  with  5%  to  Formica.  I 
Next  comes  the  private  label  pro- 1 
gram.  Today  about  65%  of  Formica's 
sales  come  through  building  products 
distributors  who  then  sell  to  10,000 
retailers  worldwide.  Langone  intends 
to  buy  European-made  sinks,  faucets 
and  hardware,  such  as  doorknobs,  and 
put  the  Formica  name  on  them.  Next 
Langone  will  sell  those  products  to 
the  public  through  the  distributors 
now  handling  his  laminates. 

Why  wasn't  more  of  this  done  when 
Formica  was  a  big-company  division? 
Because  big-company  managers  don't 
like  to  take  risks.  "Sure,  the  day  will 
come  when  we  are  sitting  with  1,000 
doorknobs  nobody  wants,  but  that's 
the  kind  of  risk  you  can  take  when 
you  aren't  publicly  owned,"  says  Lan- 
gone philosophically. 

Then  there  are  the  two  small  acqui- 
sitions made  in  recent  months.  The 
first,  Design  Plus  of  York,  Pa.,  uses  a 
computer  to  create  detailed  design 
layouts  for  customers  remodeling 
their  kitchens.  Now  the  plans  stress 
Formica  products.  Sales  could  grow 
from  under  $1  million  to  $15  million 
in  three  years,  Langone  thinks.  The 
second,  Wildon  Industries  in  Mounl 
Bethel,  Pa.,  makes  a  solid  synthetic 
Maggie  siehcr  marble  that  will  compete 
with  Du  Pont's  Coriar 
market.  Wildon's  sales 
last  year  were  $3  million 
By  1989,  Langone  says 
revenues,  bolstered  by  the 
Formica  label  and  market 
ing,  will  be  $40  million 
There  are  new  Formici 
products,  too,  like  a  lami 
nate  made  to  be  placec 
under  computers  to  dissi 
pate  static  charges.  Tradi 
tional  laminate  costs  8C 
cents  per  square  foot 
while  the  new  product  i; 
priced  at  $1.60  to  $3  pe: 
square  foot. 

There  are  lots  of  if; 
here.  But  the  fundamen 
tals  are  sound.  The  new 
companies  didn't  cos 
much  to  acquire,  and  tht 
businesses  are  directly  re 
lated  to  Formica's  lami 
nate  sales.  As  for  the  prod 
uct  licensing,  readers  wit! 
good  memories  will  recal 
that  in  the  1970s  Amen 
can  Cyanamid  tried  tc 
push  Formica  Floor  Shine 
That  product  flopped  be 
cause  it  was  sold  througl 
building  materials  distnb 


no 
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lack  Larimore's  Formica-inspired  chair 
Sometimes  glitz  doesn't  work. 

utors  who  didn't  promote  it  properly 
and  failed  to  place  it  in  the  big  super- 
markets, where  much  of  the 
housewares  business  is  done.  Langone 
says  he  won't  make  the  same  mis- 
take. This  time,  anyone  who  licenses 
the  Formica  brand  will  have  to  prom- 
ise to  spend  big  money  on  advertising 
and  sell  the  new  Formica  line  through 
the  supermarkets. — J.A.T. 


Pass  the  sprouts,  buddy 

Madison  Avenue  is  busily  wooing 
the  Hollywood  studios,  buying 
full-page  ads  in  the  trade  press,  open- 
ing elegant  offices  in  downtown  Los 
Angeles. 

The  agencies  are  digging  in  because 
these  are  the  best  of  times  for  the 
entertainment  industry,  especially 
the  marketing  end.  Advertising  agen- 
cy billings  nationwide  for  all  busi- 
nesses grew  47%  between  1981  and 
1984,  but  the  amount  movie  studios 
spent  promoting  their  products 
jumped  200%,  to  nearly  $7  million 
per  picture.  The  VCRs,  the  cable  sys- 
tems and  the  new  independent  TV 
stations  have  pumped  up  the  market- 
ing budgets  for  TV  shows,  movies  and 
miniseries  to  record  levels.  No  won- 
der Madison  Avenue  is  lurking 
around  the  palm  trees. 

But  Madison  Avenue  is  after  more 
than  commissions  for  placing  adver- 
tisements. "Advertising  agencies  see 
entertainment  as  a  way  to  expand 
their  horizons  into  new  areas,"  says 
Eugene  B.  Cofsky,  president  of  West 
Coast  operations  for  Diener/ 
Hauser/Bates,  a  division  of  Ted  Bates, 


whose  clients  include  Paramount  and 
Tri-Star  Pictures.  These  new  areas  in- 
clude syndication — selling  program- 
ming and  old  films  directly  to  broad- 
casters— and  helping  arrange  for  the 
use  of  sponsored  products  by  charac- 
ters in  movies  and  TV  shows. 

Some  agencies,  like  Young  &  Rubi- 
cam,  the  nation's  largest,  are  finding 
Hollywood  as  lucrative  as  the  take 
from  a  blockbuster  movie.  Y&R 
opened  its  entertainment  division  in 
September  1984  after  hiring  former 
Paramount  marketing  executives 
Gordon  Weaver  and  Steve  Rose.  The 
pair  had  worked  closely  with  Disney 
Chairman  Michael  Eisner  when 
Eisner  ran  Paramount  Pictures,  and 
now  Y&R  is  involved  with  Disney's 
slate  of  movies  from  conception 
through  media  buys. 

But  look  how  Y&R  reacted  once  it 
had  a  piece  of  Disney's  business.  First 
the  agency  gained  the  advertising 
business  for  the  Disney  Channel  (ca- 
ble TV),  the  theme  parks  in  California 
and  Florida,  and  the  fast-growing 
home  video  division.  Then  Y&R's 
Burston-Marsteller  public  relations 
subsidiary  handled  a  number  of  Dis- 
ney's major  public  relations  projects. 
When  Disney  needed  a  direct  mail 
operation,  Y&R's  Wunderman,  Ri- 
cotta  &  Kline  won  the  business.  Now 
Disney  is  negotiating  for  other  Y&R 
divisions  to  handle  merchandising, 
graphics  design,  sales  promotion  and 
developing  the  Hispanic  market. 

The  result:  This  year  Disney  will 
generate  close  to  $90  million  in  bill- 
ings for  the  agency.  Disney  has  be- 
come one  of  the  top  15  brand  advertis- 


ers in  the  country.  Even  on  Madison 
Avenue,  this  is  big  business. 

Others  have  seen  the  potentialtoo. 
That's  why  Lorimar  Productions,  now 
Lorimar-Telepictures,  acquired  two 
advertising  agencies  and  formed  Bo- 
zell,  Jacobs,  Kenyon  &  Eckhardt. 
BfK&E  performs  traditional  functions 
such  as  creating  and  placing  advertis- 
ing for  Lorimar  movies  like  Power  and 
company-owned  videocassettes  like 
Jane  Fonda's  Workout  and  the  feature 
film  Bring  on  the  Night.  And  it  is  find- 
ing sponsors  for  how-to  cassettes  like 
Mr.  Boston  Video  Bartender's  Guide, 
sponsored  by  Glenmore  Distilleries. 
Moreover,  BJK&.E  expects  to  play  a 
major  role  in  marketing  the  new  Lori- 
mar-Telepictures TV  shows  like  Ma- 
ma's Family,  and  old  favorites  like  Dal- 
las and  Falcon  Crest.  Those  programs 
will  be  sold  on  a  barter  basis.  That 
means  local  TV  stations  pay  for  the 
programs  by  swapping  commercial  air 
time  with  the  company  that  sells  the 
show.  The  program  supplier  then  sells 
that  time  to  advertisers,  thereby  mak- 
ing its  profits.  Usually  that  air  time  is 
sold  with  the  help  of  the  agencies. 

LBS  Productions,  a  division  of  Gray 
Advertising,  has  long  produced  and 
sold  its  own  animated  cartoons  and 
specials.  Now  the  company  is  syndi- 
cating first-run  shows  like  Too  Close 
For  Comfort  and  It's  A  Living,  competing 
nose-to-nose  with  Hollywood  produc- 
ers on  their  own  turf.  Most  of  LBS' 
$150  million  in  annual  sales  are  done 
on  a  barter  basis,  which  means  LBS 
can  also  ensure  that  Gray's  clients' 
ads  are  strategically  placed,  while  it 
shares  in  the  sales  revenues  from  the 


Fit  gene  Cofsky,  president  of  West  Coast  operations  for  Dienerl Hauser/Bates 
Moving  in  on  Hollywood's  turf. 


HERE'S  A  SPORTS  CAR  WITH  ENOUGH  ROOM  FOR  FIVE  CHILDR 
YOU  AND  THE  FOUR  KIDS. 


What  a  drag  it  is  getting  old,  somebody  once  said. 
On  the  other  hand,  consider  somebody  who  faces  maturity  in  the 
Saab  9000. 

At  the  very  moment  you're  fulfilling  familial  responsibilities  by  getl 
a  car  with  lots  of  legroom  and  headroom  and  storage  space  (enough  cut 
feet  to  be  designated  a  "large"  car  by  the  EPA),  youve  also  got  in  your 
hands  a  car  with: 

A  16-valve,  intercooled,  turbocharged  engine  that  goes  from  0  to  6 
hardly  any  seconds  (well,  actually  7.6  according  to  Road  &  Track  and 
7. 7  according  to  Car  and  Driver);  a  suspension  system  that  keeps  a  cai 
the  road  like  a  centipede;  a  gearbox  whose  throws  are  short,  swift,  anc 
sure;  a  steering  and  braking  philosophy  fully  appropriate  to  rally  cars;  a 
an  approach  to  putting  all  those  disparate  elements  together  that  create 
what  has  been  for  35  years  the  wonderfully  idiosyncratic  Saab  driving 
experience. 

At  the  same  time  you're  comfortable  (seats,  headrests,  seat  belts 
:hat  adjust  almost  any  which  way)  and  protected  from  the  elements 
(Automatic  Climate  Control,  with  a  computer  that  keeps  the  temperati 

base  price  for  the  Saab  9000.  with  5-speed  transmission  is  $22. 145.  The  Saab  9000  with  a  Leather  Package  consisting  of  leather  seating  surfaces,  electric  tilt  slide  tinted  glass  sunroof  and  fog  lights  is  $21945. 
Manufacturers  suggested  retail  prices  Not  including  taxes,  license,  freight,  dealer  charges  or  options. 


isely  where  you  want  it),  you're  also  stimulated  mentally  and  physi- 
by  the  feel  of  the  road.  You're  not  turned  into  a  marshmallow  by  all  the 
ry.  Rather,  each  "appointment"  aims  to  make  you  a  better,  safer,  more 
ested  driver. 
The  aim  of  the  new 
i  9000  is  not  to  help 
age  gracefully.  That's 
lose  ponderous  mon- 
ies called  "luxury" 

And  the  aim  is  not 
it  you  into  a  second 
hood,  either.  That's 

hose  decaled  contrivances  called,  well,  whatever  they're  called. 

The  aim:  a  car  that  is,  at  the  same  time,  the  car  you  want  and  the  car 
leed,  and  the  car  you  can  afford.  If  the  new  Saab  9000  does  all  that, 
J  be,  believe  it  or  not,  an  automotive  first. 

The  most  intelligent  cars  ever  built.  SAAB  Mm 


Marketing 


hit  television  shows. 

Growing  profits  pull  Madison  Ave- 
nue in,  but  there  are  clearly  other 
attractions  as  well.  "The  agencies 
think  it  is  a  desirable  business  to  be  in 
because  of  its  high  visibility  and 
glamorous  association,"  says  Barry 
London,  Paramount  Pictures'  presi- 
dent of  distribution  and  marketing. 
"They  know  better  than  most  that 
being  associated  with  a  success  helps 
your  overall  image." — Alex  Ben  Block 


Cheap,  but  still  rich 


— 


ABarbasol  television  commercial 
Gillette  seems  to  be  in  a  lather. 

At  a  time  when  carmakers,  suit- 
■makers  and  even  videotape  mak- 
ers promote  a  quality  image  and  ac- 
cordingly charge  top  dollar,  the  cur- 
rent TV  ad  campaign  for  Barbasol 
shaving  cream  and  deodorant  sings  a 
different  tune:  Buy  us,  we're  cheaper. 

Barbasol's  new  30-second  spot 
mocks  the  notion  that  the  more  a 
product  costs,  the  better  it  works.  The 
commercial  features  a  well-heeled 
type  complete  with  deadpan  butler 
and  gilt-edged  bathroom.  Presumably 
Mr.  Success  can  afford  whatever  he 
wants.  Yet,  rather  than  spend  $2  or 
more  for  an  11 -ounce  can  of  shaving 
cream,  he  buys  the  $1  can  of  Barbasol. 
As  for  performance,  Barbasol  claims  it 
is  just  as  thick  and  rich  as  the  compe- 
tition. "We're  giving  you  the  same 
quality,"  says  Group  Marketing  Di- 
rector Rom  Cartwright  at  Pfizer  Inc.'s 
Leeming/Pacquin  division. 

Market  research  supports  that  con- 
tention. In  1984,  for  example,  Con- 
sumer Reports'  panelists  expressed  no 
preference  for  expensive  over  cheap 


shaving  creams,  concluding  that  any 
differences  in  performance  "must  be 
in  the  head,  not  on  it."  Adds  Susan 
Babinsky,  a  consultant  with  market 
researcher  Charles  Kline  &  Co.  of 
Fairfield,  N.J.,  "Shaving  products  are 
now  being  viewed  more  as  commod- 
ity products.  Consumers  tend  to  be 
more  willing  to  purchase  a  product  at 
a  lower  price  because  they  really  don't 
believe  they're  trading  down." 

The  Barbasol  strategy  is  paying  off, 
too.  Since  the  campaign  was  first 
launched  in  February  1985,  the  brand 
has  passed  Noxzema  and  moved  into 
third  place  in  the  $182  million  shav- 
ing cream  market,  according  to  Kline. 
Leeming/Pacquin  says  unit  sales  grew 
12%  in  the  first  ten  months  of  last 
year,  putting  Barbasol  ahead  of  any 
other  foam  brand  and  within  a  whis- 
ker of  S.C.  Johnson  &  Son's  Edge  gel. 

Has  this  advance  been  putting  the 
competition  in  a  lather?  Gillette, 
which  manufactures  the  successful 
Foamy  line,  is  now  test-marketing  its 
own  low-priced  product  called  Gil- 
lette Good  News. 

Selling  price  doesn't  always  work. 
Barbasol's  glide-stick  deodorant,  in- 
troduced in  1983,  controls  less  than 
1%  of  the  much  larger  ($2  billion) 
deodorant  market.  Why  aren't  the 
customers  eager  buyers?  Probably  be- 
cause they're  so  afraid  of  smelling  bad 
that  they  pay  higher  prices  for  peace 
of  mind.  Since  people  don't  think 
shaving  cream  makes  them  look  or 
smell  good,  they  aren't  as  willing  to 
pay  more  for  it. — Matthew  Heller 


Wall  Street  videos 

Tired  of  annual  reports  thick  with 
photographs  of  plant  managers 
wearing  yellow  hard  hats?  Telerate, 
Inc.,  the  $148  million  (revenues)  fi- 
nancial information  firm  that  pro- 
vides stock  market  quotes  and  the 


like,  decided  its  6,000  shareholders 
were  tired,  too.  Neil  Hirsch,  the  38l 
year-old  president,  now  sends  share 
holders  their  annual  reports  on  video 
cassette.  The  sleeve  of  the  cassette 
contains  a  pocket-size  pamphle 
packed  with  the  numbers  required  b} 
the  Securities  &.  Exchange  Commis> 
sion,  while  the  video  does  the  rest. 

Thus  does  MTV  come  to  Wal. 
Street.  Telerate's  cassette  starts  witrjl 
a  Bach  Brandenburg  concerto,  shots  oi 
London  and  New  York  and  sophistn 
cated  graphics.  Next  come  interviews; 
with  the  customers.  Even  skepticai 
viewers  are  drawn  to  the  document 
tary-like  testimonials  of  Allen  Sinaii 
chief  economist  at  Shearson  Lehmar 
Brothers,  and  Masanon  Kanai,  the 
chief  trader  at  Tokyo's  Okasan  Secu- 
rities. These  are  real  people  talking 
not  obviously  posed  and  retouchec 
stills. 

"They've  turned  the  annual  into  £ 
powerful  marketing  tool,"  says  Rich 
ard  Lewis,  whose  Corporate  Annua 
Report  in  New  York  turns  out  annu 
als  for  companies  like  Philip  Morris 
and  Pan  American.  "Video  is  super  fol 
third-party  testimonials." 

Expensive?  Hirsch  says  no.  A  qual 
ity  printed  annual  costs  Telerate  $6  a 
copy.  The  video,  including  the  accom 
panying  pamphlet,  costs  about  the 
same.  There  are  some  advantages 
however.  Hirsch  needed  an  inventory 
of  25,000  paper  annual  reports  in  or 
der  to  meet  shareholder  demand.  The 
new  videos,  however,  can  be  produced 
as  needed. 

Shareholders  seem  pleased  so  far 
but  not  necessarily  with  the  videoi 
"Not  one  of  the  pages  contained  wast- 
ed words  that  I  find  myself  wading 
through  in  other  company  reports,'' 
wrote  one  sensible  shareholder.  Othn 
ers  echoed  his  sentiment.  Which 
raises  an  interesting  point:  Are  annual 
reports,  as  presently  constituted,  real- 
ly necessary? — Richard  Morais 


Scenes  from  Telerate's  annual  report 
Bach,  London  and  testimonials. 
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The  British,  at  least,  can  still  make  an 
umbrella  that  lasts  and  a  walking  stick 
that  makes  a  statement. 

Sticks  of 
distinction 


By  Arthur  Jones 


Come  let's  mix  where  Rockefellers 
Walk  with  sticks  and  'um-ber-el-las' 
In  their  mitts, 
Puttiri  on  the  Ritz. 

— Irving  Berlin 

Walking  sticks  and  umbrellas  are 
as  American  as,  well,  Fred  Astaire  in 
any  movie  and  Gene  Kelly  in  Singin '  in 
the  Rain. 

And  the  difference  in  images  per- 
sists. Gene  Kelly  is  the  "ordinary" 
guy,  Astaire  the  boulevardier;  umbrel- 
las are  common  and  acceptable,  but 
it's  still  considered  ritzy  to  use  a 
walking  stick  or  a  cane — there  is  a 
difference — as  an  accoutrement  to 
dress.  More  people  are  doing  it,  how- 
ever. But  are  they  doing  it  correctly? 

A  walking  stick  has  to  "fit."  The 
correct  measure,  be  it  a  $100  stag- 
handled  hickory  stick  with  engraved 
silver  collar  for  town  use,  or  a  $46 
cross-hook  ash  country  stick  for 
walking  the  dogs  across  the  moors,  is 
that  the  elbow  must  be  bent  when  the 
stick  is  held  close  to  the  side. 

"Otherwise,"  explains  Robert 
Adeney,  chairman  of  Swaine  Adeney 
Bngg  &  Sons  Ltd.,  founded  in  1750, 
"you  cannot  reach  out  as  you  are 
walking  forward.  There  would  never 
be  any  support  or  ease  of  swing  if  the 
stick  were  at  'arm  straight'  at  your 
side." 

The  same  measure  holds  for  um- 
brellas. A  proper  umbrella,  insisted 
Adeney  during  a  visit  to  Swaine  Aden- 
ey's  first  overseas  venture,  a  San  Fran- 


Swaine  Adeney  Brigg 's  shop  on  Piccadilly 
Bespoke  brollies  and  sticks. 

cisco  shop  at  434  Post  Street,  is  actu- 
ally a  walking  stick  that  is  pressed 
into  double  duty.  And  Adeney  ought 
to  know,  as  the  Brigg  line  goes  back 
almost  as  far  as  the  origin  of  the  um- 
brella itself. 

As  might  be  expected  from  a  two- 
century-old  firm  on  Piccadilly,  Lon- 
don's "By  Appointment"  row,  Swaine 
Adeney  Brigg  trades  in  three  basic 
commodities:  quality,  history  and 
class  (or  snobbery,  depending  on  one's 
view).  Its  customers  are  both  the  dis- 
cerning and  the  eccentric. 

For  the  discerning:  A  walking  stick 
is  made  from  hardwood  or  softwood, 
exotic  or  common.  A  cane  is  literally 


that,  a  reed,  something  that  grows  in 
shoots  such  as  bamboo,  rattan  or,  best 
of  all,  malacca.  Malacca  canes,  the 
most  prized,  are  collector's  items. 
"They  can  command  as  high  a  price  as 
a  good  piece  of  antique  furniture," 
says  Adeney,  speaking  glowingly  of 
such  esoteric  rarities  in  the  $3,000-to- 
$5,000  price  range  as  a  "beautiful, 
whole-bark  malacca  cane  perhaps  200 
years  old  with  solid  gold  mount." 

The  thing  about  malacca  is  that  per- 
haps only  one  shoot  in  every  10,000 
grows  longer  than  the  expected  16 
inches.  To  have  the  greater  length, 
plus  the  correct  quality,  color  and 
weight,  is  rare  indeed.  Hence,  most 
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Photographs  by  Peter  Marlow/Magnum 


'It  doesn't,"  insists  Robert  Adeney. 


malacca  canes  are  actually  two  shoots 
joined  together. 

Oh,  I  carry  a  cane  because  it 
makes  one  look  like  an  independent 
gentleman. 

— Antony  Real 
"The  Story  of  the  Stick" 
J.W.  Bouton,  New  York,  1875 
Swaine  Adeney  fashions  all  manner 
of  sticks  and  canes  upon  request  as 
well  as  thousands  of  standard  walking 
sticks  and  canes  each  year. 

The  standard  stick  in  a  Swaine 
Adeney  shop  is  35  'A  inches,  adequate 
for  a  6-foot  person.  "Over  6  feet,  we 
add  another  half-inch,"  says  Adeney. 
The  around-town  dress  stick  usual- 


ly has  a  ferrule  made  of  water  buffalo 
horn,  which  is  denser  than  most  other 
horns,  does  not  flake  and  wears  well. 
"A  lot  of  people  do  want  a  rubber 
ferrule,  however,"  says  Adeney,  "for 
more  support  and  less  slip." 

The  dress  stick  is  normally  made  of 
an  exotic  hardwood  and  polished  the 
same  way  as  fine  furniture.  Ebony  and 
rosewood  are  very  strong  and  also 
slightly  heavy;  hickory  and  maple  are 
a  bit  lighter  and  are  lovely  grained 
woods  most  attractive  in  appearance. 
"It  really  is  a  matter  of  personal  feel," 
insists  Adeney. 

"We  make  the  customer  walk  up 
and  down  with  the  stick  until  he  or 


she  gets  the  feel  of  it,  the  balance  of  it, 
whether  it  feels  comfortable,"  says 
Adeney.  "But  there  is  that  rule  of 
thumb  about  the  elbow  being  bent." 

Handles  of  horn,  ivory,  silver, 
carved  animal  heads  are  all  a  matter  of 
individual  taste — and  price.  Some  ex- 
amples: A  blackthorn  crutch  with 
gold-plated  collar  retails  for  about 
$65;  a  lady's  rosewood  crook  with 
gold  collar,  unengraved,  goes  for 
about  $300;  a  silver-plated  otter  head 
on  a  black  ebonized  stick,  $110;  the 
lady's  crook  mounted  on  ebonized 
wood  with  gold-plated  collar,  $4C. 

There  are  also  6-foot  crummocks 
ideal  for  deer  stalking,  for  walking  in 
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the  Lake  District  or  across  one's  Berk- 
shires  retreat,  and  a  wide  assortment 
of  "good  country  sticks,  cut  from  the 
wild,  seasoned  for  a  couple  of  years, 
then  steamed  and  bent,"  notes 
Adeney. 

For  the  eccentric:  "This,"  said 
Swaine  Adeney's  shop  manager,  Da- 
vid Stratton,  during  a  Forbes  visit  to 
185  Piccadilly,  "is  much  favored  by 
Americans."  With  a  flourish  he  with- 
drew a  17-inch  nickel-plated  rapier 
(by  Wilkinson  Sword)  with  malacca 
crook  handle  from  an  umbrella  shaft. 
With  the  rapier  snapped  into  place, 
the  $900  umbrella  looked  much  like 
any  good  $100  Brigg  umbrella,  with 


stool  (price  range:  $80  to  $200)  handy 
for  the  fellow  who  wants  to  sit  down 
and  watch  the  horses  run,  while  his 
wife  can  whip  out  a  built-in  horse 
measure  from  her  stag-handle  stick 
with  silver  mounts  and  size  up  the 
beasts.  (Price:  $200.) 
//  is  the  habitual  carriage  of  the 
umbrella  that  is  the  stamp  of 
Respectability. 
The  umbrella  has  become  the  acknowl- 
edged index  of  social  position. 
— J.W.  Ferrier  and  R.L.  Stevenson 
"The  Philosophy  of  Umbrellas" 
Edinburgh  University  Magazine, 
February  1871 
"What  does  the  buyer  intend  when 
purchasing     an     umbrella?"  asks 
Adeney.  "Is  it  for  practical  use  or  to 
carry  as  an  accoutrement?  Is  it  for 
men  or  women,  for  golf,  or  town  wear 
or  country  use?  It  all  has  a  bearing," 
he  says. 

Quality-conscious  Adeney  says 
that  "all  our  umbrellas  are  handmade. 
We  are  the  only  people  in  the  world 


a  certain  size  either  to  liquidate  or 
amalgamate  to  release  men  for  the 
war  effort.  Since  Swaine  Adeney  had 
long  bought  its  umbrellas  from  Brigg 
&  Co.,  and  Brigg  bought  its  riding 
crops  from  Swaine  Adeney,  they 
chose  to  amalgamate.  Today  the  100- 
employee  firm  manufactures  its 
sticks,  umbrellas,  saddlery  and  tack, 
attache  cases  and  gloves  in  Great 
Chesterford,  a  Roman  village  just 
south  of  Cambridge.  It  is  here  that  the 
Brigg  umbrellas,  made  in  three  sepa- 
rate sizes,  are  assembled,  with  their 
fine-denier  nylon  covers  or  the  silk 
covers  hand  sewn  to  the  frame.  The 
silk  is  especially  woven  for  Brigg  um- 
brellas by  a  British  firm  using  cen- 
tury-old looms. 

The  35 '/2-inch  overall  "gentleman's 
umbrella  with  a  27-inch  frame  for 
general  town  use  will  be  comfortable 
for  a  6-foot  man  and  large  enough  for 
two  people  to  walk  under  comfortably 
without  getting  wet,"  advises 
Adeney,  while  Brigg  golf  and  specialty 


Tfje  elegance  of  ivory  A  master  at  work 

Made  the  same  way  they  were  150  years  ago — by  hand,  slowly. 


TJje  heft  and  sparkle  of  silver 


its  hand-engraved  silver  collar  and  ny- 
lon cover. 

For  the  outdoorsy  executive  eager 
to  bag  a  half-brace  of  grouse,  Swaine 
Adeney  has  a  brown  walking  stick 
covered  with  crocodile  skin  that 
masks  a  single-barrel,  .410  shotgun, 
complete  with  gold  trigger.  Price: 
$2,540.  Or,  for  the  racing  fan,  there's 
the  malacca  crook  umbrella  with 
gold-plated  collar,  fitted  with  a  gold 
pencil,  at  $160. 

There  are  canes  with  scent  sprays 
for  ladies,  and  unisex  canes  with  ciga- 
rette lighters  and  whiskey  flasks,  plus 
what  the  British  call  a  "shooting 
stick,"  which  unfolds  to  a  portable 


that  make  them  by  hand,  completely. 

"There  is  the  traditional  umbrel- 
la— made  like  a  walking  stick,  which 
is  how  the  umbrella  was  originally 
made.  It  had  cane  ribs  or  whalebone 
ribs,  then  steel  wire  ribs.  Subsequent- 
ly Samuel  Fox  developed  a  fluted 
channel  that  revolutionized  umbrella 
making  and  that  every  umbrella  man- 
ufacturer still  uses  today.  We  still  ac- 
tually buy  our  ribs  directly  from  Sam- 
uel Fox." 

Brigg  umbrellas  get  their  name 
from  Thomas  Brigg,  founded  1836,  of 
St.  James's  Street,  London.  When 
World  War  II  began,  the  British  gov- 
ernment ordered  all  companies  under 


umbrellas — "we  produce  them  in  tens 
of  thousands,"  says  Adeney — can  be 
large  enough  to  shelter  three  people. 

"Don't  confuse  a  real  umbrella 
with  those  little  umbrellas  you  buy 
on  the  street  corner,"  says  Adeney. 
"They've  really  been  made  as  a  toy, 
only  a  foot-and-a-half  coverage.  It 
might  keep  your  head  dry,  but  the  rest 
of  your  body  gets  soaking  wet.  It's 
going  to  blow  inside  out  the  first  time 
you  have  a  wind,  and  it's  gone." 

So,  what  happens  when  a  Brigg  um- 
brella blows  inside  out? 

"It  doesn't,"  replies  Adeney  with 
confidence. 
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The  luxury  that  awaits  you  in  the  5000CS 
Turbo  reflects  extraordinary  intelligence 
rather  than  conventional  extravagance.  Every 
thoughtful  amenity  exists  for  sound  ergo 
nomic  reasons  and  is  designed  to  elevate  both 
driving  pleasure  and  performance. 

For  instance,  the  computerized  Auto-Check 
System  continuously  monitors  13  critical 
components,  while  the  programmable  trip 
computer  provides  instant  data  relevant  to 
your  journey.  These  features  monitor  the  car 
so  you  can  concentrate  more  fully  on  driving  it. 


Perhaps  there  is  no  better  exampl 
tional  Audi  luxury  than  the  eight-way 
adjustable  seats  with  four-position  me 
They  conform  easily  and  precisely 
individual,  providing  optimal  support, 
which  helps  you  to  maintain  a  comfo 
and  effective  driving  position  for  hou 
The  5000CS  Turbo  also  surround 


with  one  of  the  rarest  luxuries  of  all:  sil 
Even  at  full  highway  speeds,  there  is  virtj 
no  unnerving  wind  noise  to  distract  the  d 
In  fact,  skillful  engineering  and  pr 


50O0CS  Turbo  i^  protected  by  a  3  veal  50.000  mile  new  vehicle  limited  »irnnti  and  1 6-year  limited  rarutf  against  corrosioa  perforation  See  your  dealer  for  detail*.  C 


engineering. 


technology  maj^ possible  a  full  comple- 
t  of  simtemely  practical  features  that 
e  tjae^riving  experience  more  relaxed 

civilized. 

rom  the  digital  climate  control  system  to 
power  windows  and  door  locks,  heated 
er  mirrors,  electronic  cruise  control  and 
r  amenities  too  numerous  to  mention, 
f  course,  the  Audi  5000CS  Turbo  is  very 
ious.  More  to  the  point,  the  space  is  well 
aged.  All  vital  controls  can  be  ^ 


from  the  steering  wheel  and  without  taking 
your  attention  from  the  road. 

All  of  which  creates  an  environment  that 
enhances  driver  comfort,  confidence,  and 
most  important  of  all,  proficiency.  And 
makes  the  5000CS  Turbo  a  luxury  sedan  that 
is  appointed  not  only  richly,  but  wisely. 

For  more  information  call  1-800-FOR- 
AUDI  in  the  continental  U.S.  And  experience 
the  unique  luxury  of  owning  a  European 
Grand  Touring  Sedan  that  is  reared  in 


hed  without  removing  your  hands  t AUOI)   the  lap  of  engineering 


The  art  of  engineering. 


Careers 


If  you  re  about  to  graduate  from  college, 
are  bright,  yet  are  lost  about  your  next 
move,  department  stores  may  want  you. 

Adventures  in 
the  retail  trade 


By  Janet  Bamford 


It's  panic  time  for  many  seniors 
on  the  nation's  campuses — time 
to  find  a  grown-up  job.  What  are 
uncertain  liberal  arts  or  business  ma- 
jors to  do?  Well,  some  of  the  best  are 
going  to  wind  up  in  retailing. 

Why  retailing?  Simple.  Big  retail 
chains  need  lots  of  bright,  eager 
youngsters  to  staff  their  stores.  (Turn- 
over is  staggering.)  Graduating  seniors 
who  have  not  settled  on  a  career  make 
ideal  recruits. 

But  there  is  more  to  it  than  that. 
Lots  of  industries  have  high  casualty 
rates  among  new,  college-educated 
hires  and  are  constantly  looking  for 
talent.  But  they  take  a  backseat  to  the 
retailers,  which  have  raised  to  an  art 
the  business  of  recruiting  on  campus. 
Time  and  again,  retailers  wind  up 
with  the  pick  of  the  litter,  even 
though  many  of  those  new  hires  had 
never  even  given  retailing  a  thought 
before  the  recruiters  descended  on 
campus. 

Frances  Richardson,  now  a  buyer 
with  the  Pottery  Barn,  a  division  of 
The  Gap  Stores,  is  typical.  She  joined 
the  Macy's  program  out  of  George- 
town University  in  1981.  "Frankly  I 
hadn't  really  thought  much  about  dif- 
ferent career  options.  I  went  through 
the  campus  placement  center,  and 
Macy's  sounded  like  an  interesting 
place  to  work." 

Scott  Rivas,  a  21 -year-old  Universi- 
ty of  Virginia  liberal  arts  grad-to-be, 
hadn't  settled  on  retailing,  either.  But 
ever  since  the  recruiters  arrived,  he 
has  been  gung  ho  on  retailing  as  a 
career.  He  has  interviewed  with  R.H. 
Macy  &  Co.'s  Bamberger's  stores  and 


is  planning  on  talking  to  Macy's  At- 
lanta division  and  the  May  Depart- 
ment Stores  Co.  He  is  hardly  alone. 
According  to  Rivas,  about  half  of  the 
30  seniors  in  his  fraternity,  Sigma  Pi, 
are  interviewing  with  and  hoping  to 
get  offers  from  retailers.  (Rivas,  at 
least,  has  a  clue  to  what  he  is  in  for. 
He  spent  the  last  three  summers  sell- 
ing consumer  appliances  and  stereo 
and  electronic  equipment  at  a  local 
Circuit  City  store.  Most  new  recruits 
have  little  inkling  of  what  lies  ahead.) 

Campus  placement  officers  rank  re- 
tailers right  up  there  with  banks  and 
consumer  products  companies  as  the 
most  aggressive  recruiters  of  liberal 
arts  and  business  administration  un- 
dergraduates. The  retailers'  trick  is  to 
create  a  fire  storm  of  interest  on  cam- 
puses, invite  thousands  to  be  inter- 
viewed, then  do  the  culling.  Jordan 
Marsh,  for  example,  the  Boston-based 
18-store  chain,  will  interview  perhaps 
1,400  students  this  year  to  fill  200 
jobs.  Macy's,  which  has  four  divi- 
sions, will  interview  some  7,000  ap- 
plicants and  hire  600.  The  May  Co., 
which  owns  Kaufmann's  in  Pitts- 
burgh, The  Hecht  Co.  in  Washington, 
D.C.  and  Famous-Barr  in  St.  Louis, 
will  visit  75  colleges  and  interview 
over  3,700  students  before  hiring 
about  350  trainees  this  year.  "In  any 
given  recruiting  week  we  have  40  peo- 
ple out  there  interviewing,"  says  Tim 
Plunkett,  May's  director  of  college  re- 
lations. "We're  playing  to  standing 
room  only." 

Retailers  sell  themselves  as  deftly 
as  they  sell  the  latest  Milanese  fash- 
ions. "They  send  recent  alumni  back 
to  a  school  to  act  as  talent  scouts. 
They  make  it  a  point  to  talk  to  key 


faculty  members  and  administrators 
to  find  out  who  the  top  students  are. 
They  send  letters  to  students  saying, 
'We're  interested  in  talking  to  you,'  " 
says  the  University  of  Virginia's  ca- 
reer planning  director,  Larry  Simpson. 
"We  provide  them  with  mailing  lists 
of  1,800  or  2,000  people  they  might 
send  invitations  to." 

Prior  to  conducting  on-campus  in- 
terviews, the  retailers  often  will  spon- 
sor a  wine-and-cheese  party  or  some 
similar  social  event  to  heighten  stu- 
dent interest.  At  the  University  of 
Virginia  last  October,  the  May  Co. 
threw  an  "international  coffee"  at 
Charlottesville's  elegant 
Boar's  Head  Inn.  Between  sips 
of  coffee  and  fancy  liqueurs, 
students  heard  the  company's 
pitch.  About  80  prospective 
trainees  showed  up — a  healthy 
percentage  of  the  1,200  or  so 
graduating  liberal  arts  and 
business  students. 

Besides  sweet  talk,  however, 
retailers  have  recently  been 
putting  a  lot  more  bread  on  the 
table  to  win  the  best  appli- 
cants. Over  the  last  few  years, 
trainee  salaries  have  risen  sub- 
stantially. For  example,  at  the 
high  end,  the  May  Co.  in  1986 
will  be  starting  trainees  at 
about  $22,500  annually  (in 
1980  the  company  paid 
$11,400).  Macy's,  which  is 
more  representative  of  the  in- 
dustry, will  pay  $18,000  to 
$21,000  this  year.  The  average 
liberal  arts  graduate  will  start 
at  about  $18,000  this  year. 

What's  in  store  for  the  new 
hires?  A  grueling  training  pro- 
gram that  prepares  them  to  be- 
come buyers  or  store  manag- 
ers. Programs  vary  with  the  re- 
tailer, of  course,  but  generally 

trainees  put  in  time  both  in   

buying  offices  and  on  the  selling  floor. 

Macy's  training  program  is  one  of 
the  most  respected.  In  fact,  when  Rob- 
ert Sakowitz,  a  fourth-generation 
member  of  the  Texas  merchant  fam- 
ily, decided  that  retailing  was  his  fate, 
he  was  packed  off  to  learn  the  busi- 
ness at  Macy's  New  York  store.  Its 
training  program  starts  with  class- 
room sessions  that  last  about  11 
weeks.  In  class,  trainees  learn  every- 
thing from  customer  service  proce- 
dures and  stockroom  organization  to 
what  the  buying  office  does. 

Then  the  freshly  minted  retailers 
are  sent  to  manage  store  departments. 
There  they  do  everything  from  sched- 
uling and  supervising  the  sales  help  to 
arranging  the  merchandise  displays 
on  the  floor  and  making  sure  the 
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!  hurts  are  stacked  neatly, 
i  The  hours  can  be  a  rude  awakening 
3  new  graduates.  During  Fran  Rich- 
rdson's  tenure  at  Macy's  Bayshore, 
J.Y.  branch,  she  regularly  worked 
:om  9  a.m.  to  6  p.m.,  at  least  once  a 
veek  put  in  a  12-hour  day,  from  9 
.m.  to  9  p.m.,  and  worked  two  week- 
nds  a  month. 

A  trainee  quickly  finds  out  whether 
e  or  she  is  doing  a  good  job:  Every 
/eek  the  department's  sales  figures 
re  compiled.  "You  get  a  lot  of  respon- 
ibility  fast,"  says  Victoria  Ball,  career 
lacement  director  at  Brown  Univer- 
ity.  "A  few  months  out  of  school  you 


er — a  job  that  at  Macy's  currently 
pays  a  minimum  of  $30,000  to 
$35,000.  Salaries  in  the  buying  offices 
go  as  high  as  $60,000  or  $70,000. 

Obviously,  there  are  plenty  of  drop- 
outs along  the  way.  Jordan  Marsh, 
which  managed  to  get  its  turnover 
rate  down  appreciably  in  the  last  few 
years,  still  loses  a  quarter  of  its  re- 
cruits the  first  year.  Bloomingdale's 
loses  20%.  Macy's  expects  a  third  of 
its  recruits  to  quit  every  year. 

Diane  Zultowsky  was  one  such 
dropout.  She  started  out  in  Macy's 
program  after  graduating  with  an  En- 
glish degree  from  Brown.  After  the 


lew  managers  Carol  Schisa,  David  Kaplan, 
'You  are  subjected  to  menial  tasks  .  . 


Mary  Beth  Gibney,  with  Jordan  Marsh's  Stone 
.  but  that's  how  you  learn." 


;ould  well  be  running  a  department 
hat  does  $2  million  a  year  in  sales." 

According  to  Macy's  head  of  re- 
quiting, Barry  Lyons,  after  a  year  to  a 
rear  and  a  half  of  managing  a  store 
lepartment,  the  trainee  goes  to  work 
is  an  assistant  buyer.  There  he  or  she 
lelps  the  buyer  handle  the  endless 
>aperwork  involved  with  tracking, 
>illing  and  shipping  of  inventory.  Per- 
laps  the  trainee  gets  to  help  select 
nerchandise,  learning  about  negotiat- 
ing with  suppliers,  and  planning  ad- 
vertising and  promotions  for  the 
ines.  After  a  year  to  18  months  doing 
hat,  it's  back  to  the  stores,  where  a 
rainee  oversees  several  departments 
is  an  assistant  merchandise  manager. 
3nly  after  a  year  or  two  of  being  an 
'AMM"  does  he  or  she  become  a  buy- 


training  program  in  Macy's  Manhat- 
tan flagship  store  ended,  she  was  sent 
to  be  a  sales  manager  in  the  preteen 
department  at  the  store's  Kings  Plaza 
branch  in  Brooklyn,  N.Y.  "We  were 
told  that  people  get  promoted  to  assis- 
tant buyer  within  a  year  or  18 
months,"  says  Zultowsky,  "but  I  saw 
managers  all  around  me  who  had  been 
there  more  like  two  years,  and  they 
weren't  going  anywhere.  I  also  hadn't 
really  expected  to  be  in  a  branch  store, 
and  the  commute  from  my  Manhat- 
tan apartment  was  an  hour  and  a  half 
each  way."  She  left  before  her  first 
year  was  out. 

Even  the  retailers  concede  that  the 
payoffs  don't  really  begin  until  a 
trainee  reaches  the  buyer  level.  "The 
first  couple  of  years  in  this  business 


are  the  most  difficult,"  warns  Jordan 
Marsh  President  Elliot  Stone.  "You 
are  subjected  to  menial  tasks  and 
pressures  from  people  in  different 
parts  of  the  business  that  give  you 
conflicting  directions.  It  can  be  frus- 
trating, but  that's  how  you  learn.  Un- 
less a  person  has  made  up  his  mind 
he's  going  to  get  through  that,  he'll 
leave.  But  if  you  can  weather  the  first 
two  years,  I  think  you'll  find  enjoy- 
ment and  satisfaction  in  retailing." 

Those  who  do  make  it  into  and 
through  such  a  program  are  in  illustri- 
ous company:  Most  of  the  top  execu- 
tives at  retailing  companies  them- 
selves went  through  the  same 
drill.  Macy  Chairman  Edward 
Finkelstein,  Bloomingdale's 
Marvm  Traub,  Jordan  Marsh 
head  Elliot  Stone  and  May  Co. 
Chairman  David  Farrell  all 
started  in  training  programs. 

Even  corporate  types  who 
eventually  decided  that  retail- 
ing wasn't  for  them  laud  the 
experience.  Gray  Advertising 
Chairman  Edward  Meyer  got 
his  start  in  Bloomingdale's 
training  program.  An  English 
major  at  Cornell,  he  found  the 
job  to  be  a  quick  dose  of  reali- 
ty. "It  was  instant  account- 
ability," says  Meyer.  "You 
would  go  out  with  the  buyer 
and  lay  out  hundreds  of  thou- 
sands of  dollars  of  the  store's 
money,  and  you  quickly  knew 
if  you  had  made  a  good  deci- 
sion or  a  bad  one." 

Meyer,  who  served  a  stint  as 
an  assistant  buyer  for  the  do- 
mestics department,  also 
learned  a  lot  from  eavesdrop- 
ping on  customers.  "You  begin 
to  see  how  people  make  judg- 
ments on  their  purchases.  I 
once  was  buying  sheets  and 

  bought  what  struck  me  as 

high-fashion  colors.  I  saw  customers 
pass  my  sheets  by  in  droves,  and  I 
learned  the  embarrassingly  elemen- 
tary lesson  that  customers  bought 
sheets  that  matched  their  bedrooms. 
Most  bedroom  walls  at  that  time  were 
yellow  or  blue  or  pink." 

And  for  those  who  decide  it's  not 
for  them,  there  is  still  the  satisfaction 
of  having  made  the  cut  in  the  first 
place.  Even  Zultowsky,  now  a  person- 
nel administrator  with  Witco  Corp., 
admits  the  Macy's  program  served  her 
well.  "When  I  was  interviewing  for 
other  jobs,  I  found  that  people  had 
heard  of  the  training  program.  They 
assumed  that  anyone  who  got  in  must 
be  special.  I'd  begin  to  explain  all  the 
reasons  I  left,  and  they  would  tell  me, 
'Say  no  more,  we  understand.'  "  ■ 
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AOTfc  6MALL 

BUSINESS 
CONNECTION. 


Take  your  pick  from 
our  family  tree. 


Whether  you're  looking 
for  the  ideal  telephone 
system,  computer,  or  FAX 
machine  for  your  small 
business,  there's  a  perfect 
connection. 

They're  all  members 
of  AT&T's  Small  Business 
Connection— a  full  family 
of  products  and  services 
specifically  created  to  help  you  save 
time,  effort  and  money. 

It's  easy  to  connect  with  the 
Small  Business  Connection.  Simply 
dial  1 800  247-7000,  our  hotline,  and 
you'll  immediately  be  in  touch  with 
a  specialist  trained  to  understand 
the  needs  of  small  businesses.  A  spec 
ialist  who'll  work  with  you  to  tailor 
an  equipment  and  service  package 


that  fits  your  individual  needs  perfec 
While  you're  on  the  line,  you'll  le; 
about  AT&T's  hot  line  of  products.  L; 
the  MERLIN*  Communications 
System,  with  features  like  conferenc 
calling,  which  lets  you  conduct  time- 
saving  meetings  over  the  phone.  Or 
speed  dialing,  which  instantly  puts 
you  in  touch  with  key  people.  Featur 
you  can  program  and  reprogram  to 
meet  your  changing  needs. 

WTien  it  comes  to  surefire  produc 
there's  nothing  like  our  full  line  of  coi 
puters,  including  AT&T's  3B  Compu 
and  our  new  popular  AT&T  UNIX™ 
The  UNIX  PC  delivers 
kind  of  power,  speed  ar 
exceptional  ease  of  use 
PCs  can  match.  Not  to 
mention  AT&T's  PC  6301 
It's  fully  compatible  with 
IBM*  PC  yet  twice  as  fas 
and  more  expandable. 
You'll  also  get  all  the  facts  on 
AT&T  FAX  3510D.  It's  capable 
firing  sharp,  clear  copies  of  lette 


Get  the  total 
telephone  for 
small  business. 


AT&T  GIVES  YOU 
ONE  NUMBER  TO 
REMEMBER  FOR 
UNFORGETTABLE 
PRODUCTS  AND 
SERVICE. 


This  number  puts  you  in  touch 

with  the  Small  Business  Connection 
in  your  area. 


-700O 


larts  or  photos— across  town  or 
:ross  the  country— as  fast  as  20 
^conds  a  page.  Plus  it's  industry  com- 
patible, fully  portable,  and 
completely  automatic. 

Finally,  we'll  wrap  it  all 
up  for  you  in  one  of  our 
service  packages,  like 
Service-Plus.  This  allows 
you  to  take  care  of  all  your 
communication  needs  with 
one  call.  You  can  even  select  one 
of  several  financial  plans  to  meet 
Dur  cash  flow  requirements. 

Best  of  all,  along  with  everything 
Ise  comes  all  the  experience,  resources 


and  know-how  only  AT&T  can 
offer. 

Use  the  hotline  and  call  AT&T's 
Small  Business  Connection  today. 
Just  dial  1800  247-7000. 

You'll  be  warmly  received. 


Servicet-Plus 
is  just  one 
of  the  plusses. 


AT&T 

The  right  choice. 
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Treasury  Department  's  David  Queen 
He  doesn't  use  a  sledgehammer. 


Edited  by  Harold  Seneker 


Engines  for  the  airlines  of  China 


Deng  Xiaoping,  premier  of  the  Peo- 
ple's Republic  of  China,  desper- 
ate to  develop  and  decentralize  his 
vast  country's  economy,  finds  himself 
turning  ever  more  toward  the  West. 
Now  his  policies  mean  big  business 
for  a  major  American  company — jet 
engine  producer  Pratt  &  Whitney,  a 
subsidiary  of  United  Technologies 
Inc.  (1985  sales,  around  $5  billion). 

Aviation  in  the  PRC  is  forecast  to 
grow  at  20%  annually.  To  help  base 
internal  transport  as  much  as  possible 
on  that  industry  (because  it  can  be 
expanded  quickly)  the  PRC  has  cre- 
ated seven  separate  regional  airlines, 
initially  noncompeting,  but  each  with 
some  autonomy  over  equipment 
buying.  The  seven  will  complement 
the  international  service  now  being 
provided  by  the  Civil  Aviation  Ad- 
ministration of  China  (CAAC), 
which,  in  addition,  will  become  a 
kind  of  Chinese  version  of  the  FAA 
and  the  CAB  rolled  into  one.  Over  the 
next  nine  years,  the  PRC's  strategy 
adds  up  to  a  $2. 1  billion  market  for  jet 
engines  alone  (including  $400  million 
for  spare  parts),  and  Pratt  &  Whitney 
stands  to  capture  the  largest  share. 
Pratt  got  nearly  all  the  PRC  engine 
business  on  last  year's  deliveries — for 


a  747,  two  767s,  five  737-200s,  two 
Airbus  A310s  and  three  MD-82s  (in- 
cluding the  first  assembled  in  China 
under  a  coproduction  agreement  with 
McDonnell  Douglas).  GE  won  only  on 
three  737-300s,  for  which  Pratt 
doesn't  offer  an  engine. 

The  People's  Republic  still  operates 
50  to  60  Russian  airliners,  but  the  last 
thing  the  Chinese  seem  to  want  is 
more  Russian  engines.  Says  Larry 
Clarkson,  president  of  Pratt  &  Whit- 
ney's commercial  products  division, 
of  an  early  foot-in-the-door  deal  by 
Pratt:  "After  the  U.S.  trade  embargo 
was  lifted,  the  Chinese  insisted  on 
ordering  40  spare  engines  for  the  ten 
Boeing  707s  they  had  just  purchased. 
They  were  reacting  to  their  Russian 
experience."  Most  of  the  spares,  un- 
needed,  were  repurchased  by  Pratt  in 
their  original  boxes. 

A  key  to  sustaining  Pratt's  newly 
dominant  position  in  Deng's  PRC 
will  be  a  full-service  maintenance 
shop  in  China,  certified  to  FAA  stan- 
dards (plus,  perhaps,  more  coproduc- 
tion involving  engines).  Pratt  also  will 
send  its  top  engine  salesman  to  Pe- 
king to  run  a  separate  sales  and  ser- 
vice company. — Howard  Banks 


Premier  of  the  People's  Republic  of  China  Deng  Xiaoping 

Will  seven  domestic  airlines  be  enough/or  1  billion  people? 


Bank judge 

Among  the  brass  at  BankAmerica, 
>David  Queen,  38,  is  hardly  Mister 
Popularity.  Queen  is  the  U.S.  Trea- 
sury Department's  deputy  assistant 
secretary  for  enforcement,  the  man 
who  recently  slapped  BankAmerica 
with  a  record-breaking  $4.75  million 
civil  penalty  for  more  than  1 7,000  vio- 
lations (since  1980)  of  Bank  Secrecy 
Act  reporting  requirements. 

BankAmerica  is  one  of  12  banks 
that  felt  the  sting  of  Queen's  lash  for 
such  violations  last  year.  Though 
many  complain  that  Queen  treated 
them  too  harshly,  the  Treasury  regu- 
lator figures  the  banks  actually  got  off 
easy.  In  the  case  of  the  BankAmerica 
penalty,  fines  could  have  totaled  in 
excess  of  $17  million  if  Queen  had 
thrown  the  book  at  the  bank.  "A 
bank's  reputation  is  its  lifeblood,"  he 
explains.  "The  adverse  publicity  costs 
them  in  ways  you  can  never  compute. 
You  don't  kill  a  fly  with  a  sledgeham- 
mer, so  you  shouldn't  put  bankers  in 
jail  every  time  they  fail  to  report  cash 
transactions  over  $10,000." 

Unfortunately  for  the  banks,  Queen 
isn't  the  last  stop.  Beyond  him,  the 
IRS  can  investigate  for  possible  crimi- 
nal wrongdoing,  and  if  the  Justice  De- 
partment decides  to  go  for  criminal 
prosecution,  somebody  might  yet 
land  in  the  slammer. — Janet  Fix 


Frequent  flier 

Tlhere  was  no  plan  to  change  jobs  as 
often  as  I  have.  I  myself  am  sur- 
prised," says  Stephen  Wolf,  44,  the 
chief  executive  officer  of  Republic 
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\irlines.  Wolf  has  worked  for  four 
•  lifferent  airlines  in  five  years,  and 
pnce  again  he  is  job  hunting,  this  time 
lis  a  result  of  Republic's  pending  ac- 
misition — announced  last  month — 
[  5y  NWA  Inc.  (parent  of  Northwest 
tj\irlines)  for  $884  million. 

The  deal  was,  in  fact,  put  together 
,  3y  Wolf  himself,  who  figured  Repub- 
lic (1985  revenues,  $1.7  billion)  was 
too  small  to  survive  alone  as  a  nation- 
al trunk  carrier.  As  part  of  the  take- 
over, Wolf  will  earn  about  $2  million 
Ifrom  stock  options.  But  instead  of  tak- 
jing  some  time  off  to  enjoy  the  loot 
Jhis  hobbies  include  restoring  old  Jag- 
uar cars  and  riding  motorcycles),  he  is 
(looking  for  another  top  spot  else- 
Iwhere  in  the  industry.  His  reputation 
as  a  turnaround  expert  who  can  get 
along  with  unions  makes  him  a  hot 
(property. 

Wolf  spent  15  years  at  American 


Remington  Products'  Victor  Kiam 

His  book? Right  down  by  the  razors. 


Republic  Airlines'  Stephen  Wolf 

Is  TWA  adverse  enough  for  him? 

Airlines  before  becoming  a  senior  vice 
president  at  Pan  Am.  Next  he  moved 
over  to  Continental  Airlines  as  presi- 
dent of  the  line,  leaving  after  reported- 
ly opposing  Chairman  Frank  Loren- 
zo's plan  to  force  union  concessions 
by  means  of  a  Chapter  1 1  bankruptcy 
filing.  Republic  Airlines,  itself  near- 
ing  bankruptcy,  hired  Wolf  shortly 
thereafter. 

Since  then  Wolf  has  helped  win  a 
three-year  extension  of  15%  wage 
cuts  from  Republic's  workers  and  has 
overhauled  the  line's  archaic  route 
structure.  The  moves  have  paid  off: 
Republic  lost  $111  million  in  1983, 
made  $29.5  million  in  1984  and 
earned  about  $80  million  last  year. 

Wolf  won't  comment  on  rumors 
that  he  will  join  Carl  Icahn's  troubled 
TWA.  But  if  he  does,  the  job  will  be  in 
keeping  with  his  character.  "Where 
there  is  adversity,"  he  explains, 
"there  is  opportunity." — Barry  Stavro 


Wanna  buy  a  Kiam? 

Tlhe  irrepressible  Victor  Kiam,  the 
man  who  put  himself  on  television 
to  tell  you  that  he  liked  the  razor  so 
much  he  bought  the  company,  is  at  it 
again.  In  the  tradition  of  Ivan  Boesky, 
T.  Boone  Pickens,  Peter  Ueberroth 
and  other  instant  literary  lions  of  big 
business,  Victor  Kiam  has  turned  au- 
thor. Picking  up  his  opus,  Going  For 
It! — How  to  Succeed  as  an  Entrepreneur, 
won't  even  require  a  trip  to  the  book- 
store. The  260-page,  ghostwritten 
hardcover,  with  sections  like  "It's  a 
Jungle  in  There"  and  "Don't  Be 
Frightened  by  Your  First  Lawsuit," 
will  be  at  shaver  counters  as  well  this 


spring  for  $16.95.  "I  decided  to  treat 
the  book  like  a  consumer  packaged 
goods  product,"  chirps  Kiam.  Authors 
usually  gripe  about  their  publishers' 
tightwad  promotion  budgets.  Not 
Kiam.  He  will  spend  $4  million  of  his 
own  money  to  flog  the  book. 

The  world  of  59-year-old  Victor 
Kiam,  based  in  Bridgeport,  Conn.,  has 
grown  huge.  Remington  Products, 
Inc.'s  sales  were  $160  million  last 
year.  Not  bad  for  someone  who  start- 
ed out  pushing  Pepsodent  toothpaste 
and  Playtex  bras  and  girdles.  Now 
there  exists  a  line  of  Victor  Kiam  lei- 
sure wear,  to  be  sold  at  Sears.  In  devel- 
opment is  a  bizarre-sounding  televi- 
sion game  show  reminiscent  of  Queen 
for  a  Day,  in  which  a  panel  of  three 
judges  will  award  money  to  budding 
entrepreneurs. 

After  all  that,  is  there  anything  that 
Victor  Kiam  could  possibly  do  for  a 
topper — say,  high  political  office,  for 
example?  "I'd  rather  not  comment  on 
that,"  demurs  Kiam,  then  goes  ahead 
and  comments  anyway.  "I  don't  think 
I'd  have  to  learn  that  much,  actually," 
he  avers,  revealing  that  his  next 
dream  is  to  be  tapped  for  Secretary  of 
State  or  Commerce. — Jeff  Bloch 


A  little  crazy  at  the  office 

General  Motors  Corp.'s  purchase 
last  month  of  58%  of  Group  Lo- 
tus Cars  Pic,  Britain's  tiny  sports  car 
and  engineering  company,  put  Lotus' 
chief  executive,  Michael  Kimberley, 
47,  straight  into  a  hot  seat.  It  seems 
that  nearly  all  of  Lotus'  estimated 
$800,000  pretax  profit  last  year  (on 


Group  Lotus  Cars'  Michael  Kimberley 

Chrysler  consults,  but  General  Motors  invests. 
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sales  of  $24  million)  came  not  from 
the  sale  of  the  850  or  so  low  and  sleek 
sports  cars  (top  speed  148mph)  the 
company  produced  in  1985,  but  from 
the  firm's  growing  consulting  busi- 
ness. Lotus'  clients?  A  lot  of  European 
and  American  carmakers  and  Toyota, 
besides  GM  itself. 

"It's  been  a  little  crazy  around 
here,"  concedes  the  boyish  Kimber- 
ley,  once  Lotus'  chief  car  designer.  His 
biggest  problem  now  is  assuring 
Chrysler  and  1 5  other  clients  that  GM 
won't  keep  for  itself  the  best  of  the 
high-performance  engines,  new  sus- 
pension systems  or  special  composite 
materials  Lotus  has  contracted  to  de- 
velop for  its  clients.  Kimberley  is  also 
reassuring  Toyota,  a  22%  Lotus  share- 
holder, that  the  new  $20,000  X100 
sports  car,  based  on  Toyota  mechani- 
cals, will  go  ahead  as  planned  next 
year.  "We've  already  demonstrated 
what  we  can  achieve  with  limited  re- 
sources," says  Kimberley  from  Lotus 
headquarters  in  Norwich,  two  hours 
north  of  London.  "We  can  do  a  hell  of 
a  lot  better  with  [GM's]  resources." 
Kimberley  had  better  hope  his  clients 
agree. — Rosemary  Brady 


Quality  pickings 

Make  up  your  minds,"  advised  My- 
ron M.  (Mickey)  Sheinfeld,  Hous- 
ton's leading  bankruptcy  lawyer, 
speaking  to  a  roomful  of  bankers 


shortly  after  the  Penn  Square  Bank 
fiasco  in  1982.  "You'll  have  to  decide 
which  companies  you're  going  to  save 
and  which  you're  going  to  let  go  into 
bankruptcy."  Keeping  weak  compa- 
nies alive,  he  explained,  would  only 
prolong  the  misery. 

They  didn't  seem  to  believe  him 
then,  but,  pushed  by  testy  regulators 
as  much  as  by  logic  and  necessity,  the 
bankers  eventually  began  taking  his 
advice.  Last  year  Texas  bankruptcies 
were  up  30%  over  1984.  And  this  year 
the  oil  market  has  surely  made  them 
true  believers. 

All  good  news  for  Sheinfeld,  55, 
who  cofounded  Sheinfeld,  Maley  &. 
Kay  in  1968.  The  firm  has  since  been 
involved  in  such  well-known  bank- 
ruptcies as  Penn  Central,  Common- 
wealth Oil  Refining,  Continental  Air- 
lines and  Braniff. 

Sheinfeld,  whose  avuncular  manner 
belies  his  ruthless  pragmatism,  looks 
forward  to  more  bankruptcies  and  liq- 
uidations. Failing  oil  companies  are 
running  out  of  potential  acquirers,  he 
says,  because  the  logical  buyers  are 
too  badly  hurt  by  the  energy  bust 
themselves.  "It's  more  difficult  to 
find  someone  who  can  use  the  [failing 
companies']  tax  losses,"  says  Shein- 
feld. "It's  gotten  to  be  a  joke  among 
bankruptcy  lawyers:  'My  loss  is  bigger 
than  your  loss.'  " 

That  means  good  pickings  for  the 
vultures.  Until  now,  ailing  oil  explo- 
ration companies  have  put  their  least 
attractive  properties  up  for  sale.  Now, 
he  reports,  the  good  stuff  is  turning  up 
in  court  as  well  as  at  the  Petroleum 
Club.  Says  Sheinfeld,  with  falling  oil 
prices  pushing  more  companies  over 
the  edge,  "There  are  lots  and  lots  of 
bargains  coming." — Toni  Mack 


Atlantia  Energy's  Joseph  Blandford 
Oil  rigs  sell  great,  if  they  save  40%. 
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Houston  bankruptcy  lawyer  Myron  M.  Sheinfeld 
The  age  of  "my  loss  is  bigger  than  your  loss. 


Offshore  Tinkertoy 

Tlhe  oil  business  has  rarely  been 
worse  (see preceding  story<),  but  even 
as  giants  like  Global  Marine  go  under, 
business  is  booming  for  Joseph  Bland- 
ford,  36,  and  his  tiny,  seven-year-old 
oilfield  services  company.  The  energy 
collapse  has  brought  once-spendthrift 
exploration  companies  down  to  earth 
and  into  the  Houston  offices  of  his 
Atlantia  Energy  Group,  which  spe- 
cializes in  low-cost  products  for  off- 
shore production.  Atlantia's  main  at 
traction:  the  Seahorse,  a  lightweight 
shallow-water  production  platform, 
which  sells  for  60%  of  the  cost  of  a 
conventional  production  platform. 

The  secret  of  the  Seahorse  is  stan- 
dardized components  that  snap  to- 
gether like  Tinkertoy  pieces;  fabrica- 
tion takes  six  weeks  instead  of  nine 
months.  Yet  sturdy  Seahorses  in  the 
Gulf  of  Mexico  weathered  Hurricane 
Juan  last  summer  with  no  damage. 
Best  of  all,  the  Seahorse  is  virtually 
100%  reusable.  "You  can  put  it  on  a 
third,  a  fourth,  a  fifth  well,"  Blandford 
brags.  "The  thing  is  good  for  20  to  40 
years." 

Since  the  Seahorse's  introduction 
18  months  ago,  19  of  the  units  have 
been  sold  to  companies  like  Phillips 
Petroleum  and  Atlantic  Richfield. 
Though  Atlantia  also  sells  offshore 
pipeline  and  other  production  plat- 
forms, Seahorses  now  account  for  at 
least  two-thirds  of  the  company's  $5.5 
million  (1985)  revenues  and  70%  of 
its  $1.25  million  pretax  profits. 

Blandford  wants  to  tap  a  little-rec- 
ognized market:  marginal  wells  that, 
at  today's  prices,  are  hardly  worth  de- 
veloping. The  Seahorse  has  been 
proved  only  in  water  up  to  120  feet 
deep;  even  so,  Blandford  maintains 
the  devices  could  open  hundreds  of 
them  in  the  Gulf  alone. — Lisa  M.  Keefe 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus  and  the  related  Prospectus  Supplement. 

NEW  ISSUE  January  27, 1986 

$100,000,000 

Centex  Acceptance  Corporation 

GNM A- Collateralized  Bonds,  Series  M 


$39,500,000  9.05%  Class  M-l  Bonds  Due  September  1,  1997-Price  99.96875% 

$25,750,000  9.85%  Class  M-2  Bonds  Due       March  1,  2001-Price  99.90625% 

$21,700,000  10.10%  Class  M-3  Bonds  Due  September  1,  2003-Price  99.81250% 

$13,050,000  10.25%  Class  M-4  Bonds  Due       March  1,  2016-Price  94.81250% 

plus  accrued  interest  at  the  applicable  rate  from  the  date  of  delivery  of  the  Bonds 


The  Bonds  will  be  secured  by  GNMA  Certificates.  Although  payment  of  the  principal  of  and  interest  on  the 
GNMA  Certificates  is  guaranteed  by  the  Government  National  Mortgage  Association  ("GNM A" ), 
which  guaranty  obligation  is  backed  by  the  full  faith  and  credit  of  the  United  States,  the  Bonds 
represent  obligations  solely  of  the  Issuer  and  are  not  insured  or  guaranteed  by  GNMA,  by  any 
governmental  agency,  or  by  Centex  Corporation  or  any  other  affiliates  of  the  Issuer. 


Copies  of  the  Prospectus  and  the  related  Prospectus  Supplement  may  be  obtained 
in  any  State  in  which  this  announcement  is  circulated  where  the  undersigned 
may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


Krupp  engineering  for  excellence 


SUSAN:  Krupp's  computer- 
sin  simulated  training  program  for 
handling  ocean-going  vessels. 


The  best 
collisions  are 
SUSAN- 
simulafed. 


SUSAN  is  a  ship-handling  simula- 
tor developed  by  Krupp  Atlas 
Elektronik*.  She  provides  invalu- 
able training  for  all  conceivable 
nautical  situations. 

The  Krupp  process  computers  at  the 
heart  of  the  system  generate  realistic 
1  : 1-scale  scenarios.  On  screens 
affording  a  250°  bridge  panorama, 
approach  maneuvers  to  harbors  - 
even  still  under  construction  -  can  be 
practiced.  Ships  can  be  tested  before 
they  are  launched. 

SUSAN  has  a  realistic  way  of  hand- 
ling crews  -  tossing  them  about  when 
it's  stormy.  Weather,  visibility  and 
traffic  density  change  from  one 
minute  to  the  next. 

The  training  provided  by  SUSAN 
drastically  reduces  the  risk  of  human 
error  and  hence  of  environmental 


For  more  information  on  electronic  systems  from 

Krupp  contact  Krupp  International  Inc., 

Krupp  Atlas  Elektronik  Division, 

1453  Pinewood  Street,  Rahway,  New  Jersey  07065. 


disasters  such  as  oil  tanker  collisions 
in  coastal  waters. 

Another  new  development  from 
Krupp  is  NACOS  20,  a  computer- 
controlled  navigation  and  command 
system  similar  to  an  aircraft  auto- 
matic pilot.  The  radar  display  is  the 
first  to  offer  TV-picture  brilliance. 
Vessel  and  shipowner  are  linked 
on-line  via  satellite. 

Krupp  electronics  are  not  only  in 
their  element  at  sea.  West  German 
TV  network  ZDF  uses  them  for  trans- 
mission scheduling  and  news  pro- 
grams at  its  new  broadcasting  center 
in  Mainz.  In  industry  they  form  the 

<8>  KRUPP 


nerve  Center  of  automated  proce; 
ses.  In  network  supervisory  system 
for  urban  transit  they  speed  up 
services  and  keep  them  running 
on  time. 

Creative  dialogue  is  our  springboar 
Krupp  engineers  work  in  close  par 
nership  with  customers  seeking  soli 
tions  to  the  problems  that  affect  us  c 

We  provide  the  advanced  enginee 
ing  materials,  facilities  and  systems 
needed  for  speedy  and  sustained 
economic  progress. 

Krupp. 

A  tradition  of  progress. 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


g  Reality  keeps  pace  with  the  market.  In  the  last  two  weeks 
i  the  30  Dow  industrial  stocks  rose  another  2.2%,  bringing 
:  the  average  to  an  alltime  high.  But  over  the  same  period 
:  the  weighted  average  P/E  multiple  for  Dow  companies  fell 
i  from  13.2  to  13.1.  Reason:  IBM  reported  fourth-quarter 
:  earnings,  and  for  the  12  months  ending  in  December,  the 
i  company's  earnings  rose  to  $10.67  a  share,  compared  with 
.  $9.86  for  the  12  months  ending  in  September.  With  $93 
I  billion  of  stock  outstanding,  IBM  carries  the  most  weight 


in  the  average. 

IBM  was  one  of  the  first  Dow  companies  to  announce 
fourth-quarter  results.  The  Institutional  Brokers  Estimate 
System,  which  compiles  earnings  forecasts  from  hundreds 
of  security  analysts,  reports  that  overall  earnings  should 
improve  as  the  remaining  issues  in  the  Dow  average 
release  December  results.  This  means  that,  even  if  share 
prices  continue  to  rise  over  the  next  several  weeks,  the 
multiple  on  the  Dow  should  stay  in  the  low  teens. 


C  loseup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

0.9 

0.8 

1.4 

0.5 

-1.6 

3.1 

in  last  52  weeks 

18.9 

21.7 

23.0 

18.3 

8.9 

20.6 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

1.8 

7.2 

5.5 

2.3 

2.3 

3.6 

1.2 

6.0 

4.5 

3.0 

2.6 

5.7 

in  last  52  weeks 

21.9 

27.7 

40.1 

28.9 

16.4 

29.7 

22.5 

34.1 

42.1 

30.2 

32.8 

14.6 

'Wilshire  index  reflects  price  performance  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created. 
2Based  on  sales. 

3A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
*A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  1/31/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


The  bottomless  oil  pit.  The  rising  tide  on  Wall  Street,  in 
which  the  Wilshire  index  rose  18.9%  during  the  last  52 
weeks,  had  been  keeping  the  price  of  energy  stocks  barely 
above  the  surface.  But  no  longer.  In  the  past  four  weeks,  as 
oil  prices  tumbled,  the  energy  sector  went  under.  A  four- 
week  decline  of  7.4%  for  the  group  gives  it  a  1.8%  loss  on 
a  52-week  basis.  The  Chapter  1 1  filing  by  Global  Marine,  a 


large  offshore  driller,  reminded  the  market  of  the  danger- 
ous overleverage  in  some  oilfield  services  stocks.  Mean- 
while, Atlantic  Richfield,  which  announced  a  temporary 
suspension  in  its  stock-buyback  plan,  took  more  than  a 
12%  hit  during  the  last  ten  trading  days.  Once  again,  it 
appears  that  investors  looking  for  a  bottom  in  oil  shares 
will  have  to  wait  a  little  longer. 


Percent  change  in  last  52  weeks  "0-0-  Percent  change  in  last  two  weeks 


Capital  goods 


+  50 


-25 
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Energy 
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Technology 
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Consumer  durables 
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Finance 
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Transportation 
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Consumer  nondurables  and  services 
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Raw  materials 


+  50 
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Utilities 
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What  The  Analysts  Think 


Gambling  on  Motown.  During  the  last  two  weeks  ana- 
lysts made  slight  upward  adjustments  in  their  1986  earn- 
ings estimates  for  consumer  durables.  As  a  result,  this 


group  sells  at  only  8.4  times  estimated  earnings.  The  ratio 
runs  between  3  and  7  for  GM,  Ford  and  Chrysler.  Why  so 
low?  The  battle  against  imports  is  far  from  over. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$3.15 

13.8 

1986  estimates 

4.20 

10.3 

1987  estimates 

NA 

NA 

NA:  Not  available. 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estimate 
in  2  weeks     in  4  weeks 

1 

Consumer  durables 

$  4.39 

S.4 

%  0.34 

%  -0.03 

2 

Finance 

3.88 

9.6 

-0.09 

-0.07 

3 

Consumer  nondurables 

2.66 

12.9 

-0.13 

-0.28 

4 

Utilities 

3.38 

8.5 

-0.13 

-0.19 

5 

Technology 

2.93 

12.7 

-0.15 

-0.37 

6 

Energy 

3.48 

7.8 

-0.23 

-0.77 

7 

Raw  materials 

2.33 

12.5 

-0.47 

-0.61 

8 

Capital  goods 

2.84 

12.7 

-0.68 

-1.17 

9 

Transportation 

2.66 

10.9 

-2.16 

-3.97 

Earnings  protections  arc  capitalization-weighted  consensus  estimates  from  over  2,000  secunty  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional  Brokers 
Estimate  System  |IBES),  a  service  of  I  ynch,  lones  &  Ryan,  a  New  York-based  brokerage  firm. 

NoteTAlldataforperic^endi^ 


132 


FORBES,  FEBRUARY  24,  1986 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus. 


New  Issue  /  January  24, 1986 

A$175,000,000 


Security  Pacific  Corporation 


Floating  Rate  Australian  Dollar  Notes  Due  1991 


Principal  of  and  interest  on  the  Notes  will  be  payable  in  U.S.  dollars  or,  at  the  option  of  the  Holder 
in  Australian  dollars.  Interest  on  the  Notes  is  payable  quarterly  on  the  first  Business  Day  of 
February,  May,  August  and  November  of  each  year,  commencing  in  May  1986.  The  interest 
rate  on  the  Notes  will  be  adjusted  on  each  Interest  Payment  Date  to  a  rate  per  annum 
100  basis  points  below  the  mean  buying  and  selling  rates  of  90  day 

Australian  dollar  bank  Bills. 

The  Notes  are  redeemable  on  the  Interest  Payment  Date  in  February  1989  and  on  any  subsequent 
Interest  Payment  Date,  at  the  option  of  Security  Pacific  Corporation,  at  their  principal  amount 
plus  accrued  interest  and,  unless  previously  redeemed,  will  mature  on  the 

Interest  Payment  Date  in  February  1991. 


Price  100%  and  accrued  interest,  if  any,  from  February  4, 1986 


Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained 
in  any  State  in  which  this  announcement  is  circulated  only  from  the  undersigned 
or  others  as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 


One  New  York  Plaza,  New  York,  New  York  10004 
Atlanta,  Boston,  Chicago,  Dallas,  London  (affiliate) 
Los  Angeles,  San  Francisco,  Tokyo  (affiliate),  Zurich 
Member  of  Major  Securities  and  Commodities  Exchanges. 


The  Forbes/TUCS  Institutional  Portfolio  Report 


Edited  by  Steve  Kichen 


Big  institutions  finally  had  reason  to  celebrate.  Their 
equity  accounts  beat  the  market  in  the  fourth  quar- 
ter of  1985.  For  all  of  1985,  however,  the  pros  did 
worse  than  the  market. 

These  conclusions  emerge  from  the  Trust  Universe 
Comparison  Service  maintained  by  Santa  Monica,  Calif. - 
based  Wilshire  Associates.  TUCS  monitors  20%  of  the 
estimated  $1.4  trillion  total  in  U.S.  pension  assets.  The 
institutional  equity  accounts  tracked  by  TUCS  had  a  me- 
dian total  return — dividends  plus  capital  gains  or  losses — 
of  17.5%  for  the  fourth  quarter  of  1985,  while  the  total 
return  on  the  Wilshire  index  of  nearly  5,400  securities  was 
16.8%.  But  for  all  of  1985  the  total  return  on  the  Wilshire 
index  was  32.6%  vs.  a  median  gain  of  only  31.4%  on 
institutional  equity  accounts.  According  to  Dale  Stevens, 
a  vice  president  of  Wilshire  Associates,  60%  of  the  equity 
managers  did  better  than  the  Wilshire  index  in  the  fourth 
quarter  of  1985.  But  for  both  1985  and  1984  only  42%  of 
the  equity  managers  fared  better  than  the  market. 

The  corporate  habit  of  draining  money  out  of  pension 
funds  continued:  Institutional  assets  shrank  8.5%  in  1985. 
A  27%  median  total  return  for  all  kinds  of  managed 
investments  in  1 985  (see  chart  at  right)  made  it  easier  for 
corporations  to  withdraw  assets  and  reduce  contributions. 

Over  the  last  quarter  all  segments  except  equity  show 
larger  withdrawals  than  contributions.  Note:  The  "shift  in 
holdings"  is  computed  after  backing  out  the  effect  of  rises 
in  stock  and  bond  prices.  Thus,  a  $100  million  account 
that  enjoyed  a  10%  return  but  ended  the  quarter  at  $105 
million  would  count  as  a  holding  that  shrank. 

Some  of  the  funds  for  equity  investment  came  from 
reductions  in  cash  and  equivalents,  down  5.7%.  Nonethe- 
less, a  significant  portion  of  last  quarter's  gain  in  stock 
prices  came  from  institutions  trading  stocks  among  them- 
selves and  pushing  up  prices,  rather  than  from  an  influx  of 
new  cash  into  the  market. 

The  table  below  shows  that  growth  managers  had  an 
exceptionally  strong  fourth  quarter.  This  is  in  sharp  con- 
trast to  third-quarter  results,  when  growth  managers  suf- 
fered the  largest  losses.  Growth  managers  now  show  the 
best  12-month  performance  but  still  lag  over  24  months. 

The  P/E  ratio  for  institutional  portfolios  continues  to 
climb,  to  13.8  vs.  13.0  one  quarter  earlier.  Meanwhile,  the 
median  yield  on  managed  funds  dropped  from  3.7%  in  the 
third  quarter  to  3.1%  in  the  fourth  quarter. 


How  different  managers  performed 

-Total  return— 

Manager  style 

recent  quarter 

12  months 

24  months 

Diversified 

15.8% 

29.7% 

16.3% 

Growth 

17.9 

30.9 

126 

Growth — emerging 

17.0 

31.4 

13.0 

Market  timer 

14.4 

25.9 

12.7 

Sector  rotator 

16.1 

28.9 

14.6 

Value 

16.3 

30.1 

19.3 

Where  the  institutions  put  their  money 

Segment 

— Portfolio  weighting — 
most  recent  previous 
quarter  quarter 

Equity 

56.6% 

55.4% 

Fixed  income 

29.8 

29.4 

Cash  and  equivalents 

9.9 

11.5 

Convertibles 

0.9 

0.8 

Other1 

2.8 

2.9 

Equity  portfolio  characteristics 

Institutional 
portfolios 

Wilshire 
5000 

Price/earnings  ratio 

13.8 

13.5 

Dividend  yield 

3.1% 

3.6% 

Beta2 

1.04 

1.07 

Price/sales 

1.05 

1.00 

Price/book 

1.93 

1.77 

Segment  performance  and  cash  flows 

Segment 

 Most  recent  quarter  

median          shift  in 
total  institutional 
return  holdings 

 Latest  12  months  

median          shift  in 
total  institutional 
return  holdings 

Equity 

17.5% 

1.0% 

31.4% 

4.6% 

Fixed  income 

6.9 

-0.2 

21.0 

1.4 

Cash  equiv 

2.0 

-5.7 

8.5 

-1 

2.6 

Convertibles 

10.1 

-6.9 

26.9 

5.9 

Other1 

1.3 

-1.5 

4.5 

5.9 

Total 

12.8 

-2.2 

27.0 

8.5 

Position  changes:  These  securities  had  the  greatest 
relative  change  in  holdings  over  the  last  quarter 

Security 

Increase 
in 

holdings 

Total 
quarter 
return 

Security 

Decrease  Total 
in  quarter 
holdings  return 

Philip  Morris 

8.3% 

19.3% 

Ford  Motor 

-7.3% 

33.1% 

Amoco  Oil 

4.6 

-A. 6 

American  Brands  -2.5 

21.8 

Chevron 

3.8 

4.7 

IBM 

-2.1 

26.6 

Wal-Mart  Stores  2.1 

33.7 

Fed  Dept  Strs 

-1.9 

20.9 

FPL  Group 

1.4 

25.9 

Atlantic  Rchfld 

-1.7 

5.1 

American  Exp 

1.3 

28.5 

Gen  Motors 

-1.4 

10.2 

USG 

1.1 

37.2 

Hosp  Corp  Am 

-1.2 

-7.7 

ITT 

11 

12.6 

Schlumberger 

-1.2 

7.5 

NWA 

1.0 

-4.0 

Beatrice 

-1.1 

23.9 

Gen  Electric 

1.0 

27.7 

Lockheed 

-1.1 

4.4 

■Real  estate,  foreign  investments,  venture  capital,  guaranteed  insurance  contracts. 

-A  measure  of  risk  A  stock  with  a  beta  of  1.00  tends  to  move  up  or  down  at  the  same  rate  as  the  S&P's  500. 

Note:  Data  for  quarter  ending  12/31/85  Prepared  by  the  Trust  Universe  Comparison  Serv  ice  (TUCS®),  a  serv  ice  of  Wilshire  Associates.  Santa  Monica,  Calif 
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Where  the  institutions 

are — and  aren't 

Most  overweighted  relative  to  Wilshire  5000 

Most  underweighted  relative  to  Wilshire  5000 

 %  of- 

Security 

institutional 
universe 

Wilshire 
5000 

Security 

 %  of— 

institutional 
universe 

Wilshire 
5000 

Digital  Equipment 

0.7% 

0.4% 

Exxon 

0.7% 

2.3% 

Philip  Morris 

0.8 

0.5 

AT&T 

0.4 

1.3 

American  Express 

0.8 

0.5 

IBM 

3.6 

4.4 

McDonald's 

0.6 

0.3 

Amoco 

0.5 

1.0 

SmithKline  Beckman 

0.5 

0.3 

Royal  Dutch  Petroleum 

0.5 

1.0 

Boeing 

0.6 

0.4 

General  Motors 

0.8 

1.2 

Chrysler 

0.4 

0.2 

EI  du  Pont  de  Nemours 

0.4 

0.8 

Federal  Express 

0.3 

0.1 

BellSouth 

0.3 

0.7 

Citicorp 

0.5 

0.3 

Chevron 

0.4 

0.7 

Syntex 

0.3 

0.1 

Standard  Oil  of  Ohio 

0.3 

0.6 

Unload  at  the  top.  Institutions  took  advantage  of  the 
ifourth -quarter  rally  to  sell  some  issues  that  had  above- 
i  market  returns.  Ford,  for  instance,  had  a  total  return  of 
i 33. 1  %  but  money  managers  reduced  their  positions  by 
1 7.3% .  Did  the  experts  goof?  No.  Ford  is  buying  back  shares 
,and  higher  prices  spurred  institutions  to  take  profits. 

IBM,  which  hit  a  new  high  of  158%  during  the  quarter, 
jwas  the  third  most  heavily  sold  issue.  Beatrice,  which  is 


planning  to  go  private,  was  sold  by  institutions  that  decid- 
ed it  wasn't  worth  the  wait.  (See  table,  p.  134) 

The  table  above  shows  that  Amoco  Oil  and  Chevron  are 
among  the  most  underweighted  stocks  relative  to  the 
Wilshire  index — that  is,  these  stocks  are  a  bigger  presence 
in  the  total  Wilshire  universe  than  they  are  right  now  in 
the  institutions'  portfolios.  But  during  the  last  quarter 
institutions  continued  to  buy  these  two  oil  stocks. 


Sector  activity  and  top  holdings 


%  of  institutional  portfolio: 


most  recent  quarter 


□ 


previous  quarter 


Capital  goods 

4.0% 

Consumer  durables 

4.5%  5.6% 

Consumer  nondurables 

29.2%  29.0% 

total  return 

total  return 

total  return 

General  Electric 

27.7% 

General  Motors 

10.2% 

Philip  Morris 

19.3% 

Westinghouse  Electric 

19.1 

Ford  Motor 

33.1 

McDonald's 

25.1 

Emerson  Electric 

17.8 

Chrysler 

31.2 

SmithKline  Beckman 

19.5 

Caterpillar  Tractor 

19.1 

RCA 

44.5 

Eastman  Kodak 

17.4 

Deere  &  Co 

17.8 

Goodyear  Tire  &  Rubber 

15.8 

Sears,  Roebuck 

20.0 

Energy 

12.5% 

Finance 

12.2%  11.2' 

Raw  materials 

10.6%  10.3% 

total  return 

total  return 

total  return 

Exxon 

8.1% 

American  Express 

28.5% 

Allied-Signal 

6.4% 

Atlantic  Richfield 

5.1 

Citicorp 

23.4 

EI  du  Pont  de  Nemours 

19.7 

Royal  Dutch  Petroleum 

0.8 

Phibro-Salomon 

24.2 

Waste  Management 

23.9 

Schlumberger 

7.5 

American  Intl  Group 

24.5 

Dow  Chemical 

20.6 

Mobil 

4.8 

General  Re 

22.0 

Monsanto 

4.4 

Technology 

15.1%  14.8% 

Transportation 

3.2%  3.9% 

Utilities 

8.7%  8.0% 

total  return 

total  return 

total  return 

IBM 

26.6% 

Burlington  Northern 

9.5% 

AT&T 

22.0% 

Digital  Equipment 

22.3 

Federal  Express 

38.2 

Pacific  Telesis  Group 

26.0 

Boeing 

15.8 

CSX 

26.7 

GTE 

18.3 

Xerox 

20.2 

Norfolk  Southern 

20.7 

Nynex 

27.4 

NCR 

22.2 

AMR 

4.8 

Southwestern  Bell 

11.8 
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Statistical  Spotlight 


Whatever  the  political  point  being  made  by 
divestiture,  it  doesn't  seem  to  have  dam- 
aged the  shares  of  companies  doing  busi- 
ness in  South  Africa. 

Divested  stocks 
aren't  cheap 


Sell-off  candidates? 


These  South  Africa-involved 
stocks  with  heavy  institutional 
ownership  could  suffer  if  divesti- 
ture becomes  common.  That 
hasn't  happened  yet. 


Company 

Current 
price 

%  change 

since 
6/31/85 

Allis-Chalmers 

-28.6% 

Bundy 

17% 

46.9 

Chicago  Pneum  Tool 

23 

-14.4 

Echlin 

16'/2 

26.9 

Lubrizol 

27% 

26.0 

Measurex 

32:- 

46.1 

Wynn's  Intl 

15  Va 

-5.4 

By  Leslie  Pittel 


Index  (1980  =  1001 
200 


What's  going  to  happen  to 
all  those  South  Africa-related 
stocks  that  are  being  dumped 
by  "socially  conscious"  investors? 
Will  they  become  bargains?  It  doesn't 
look  that  way. 

During  1985  there  were  230  public 
U.S.  companies  tracked  by  Wilshire 
Associates  with  some  investment 
stake  in  South  Africa.  Last  year  these 
stocks  returned  an  average  31%.  The 

5,170   South  Africa-free   

companies  returned  34%. 
Was  the  3%  difference  a 
result  of  dumping  by  peo- 
ple who  don't  like  the 
South  African  govern- 
ment? It  is  hard  to  draw  a 
conclusion  from  a  single 
year's  trading,  since  the 
two  groups  of  stocks  are 
so  different. 

The  South  Africa- 
linked  firms,  representing 
a  third  of  the  market  cap- 
italization, are  dispropor- 
tionately weighted  in  of- 
fice equipment,  oil  and 
drugs.  They're  light  on 
media  and  retailing 
stocks,  which  have  done 
well  of  late.  Over  the  past 
five  years  the  performance 
of  South  Africa-linked 
stocks  and  South  Africa- 
free  stocks  has  been  near- 
ly identical  at  an  average 
annual  1 4%  (see  chart). 

Last  year  the  number  of 
institutions  with  a  policy 
of  South  African  divest- 
ment more  than  quadru- 


pled, to  an  estimated  88.  All  told  they 
hold  an  estimated  $96  billion  of  the 
$2  trillion  stock  market.  But  what 
they  dump,  others  buy.  "The  impact 
of  any  individual  divestiture  is  lost  in 
the  noise  of  the  market,"  says  Antho- 
ny Lotruglio,  president  of  Quan-Vest, 
a  Manhasset,  N.Y. -based  consulting 
company. 

In  a  perfectly  efficient  market, 
prices  of  South  Africa-related  stocks 
wouldn't  be  depressed  unless  divest- 
ing institutions  and  individuals  ac- 


Divesting  into  an  efficient  market 


Over  the  past  five  years,  stocks  of  companies  without 
business  activity  in  South  Africa  haven't  done  better 
than  companies  with  business  there. 


82 


'83  '84  '85 

Source  Wilsljire  Associates 


counted  for  something  approaching 
two-thirds  of  the  market,  or  $1.5  tril- 
lion. Only  then  would  the  nondives- 
tors  be  unable  to  absorb  the  $700  bil- 
lion of  offending  stocks. 

Could  the  divestment  movement 
ever  get  that  big?  It  doesn't  seem  like- 
ly. Those  uninterested  in  divesting 
include  not  only  the  apolitical  bul 
also  investors  who  think  the  with- 
drawal of  enlightened  employers  like 
IBM  from  South  Africa  is  scarcely  the 
way  to  help  blacks. 

Only  one  of  the  ten  larg- 
est university  endow 
ments,  Columbia's,  has 
dumped  all  South  Africa- 
related  stocks,  says  Chris- 
topher Coons,  a  research 
analyst  with  the  Investoi 
Responsibility  Research 
Center.  Although  more 
public  funds,  such  as  New 
Jersey's  $10.3  billion  re- 
tirement fund,  are  calling 
for  total  divestment  these 
days  than  in  the  past,  the 
majority  of  funds  still  cal 
for  only  partial  divest 
ment.  Under  this  rule,  152 
of  the  230  tainted  compa 
nies  are  acceptable  be 
cause  they  have  signec 
the  Sullivan  guidelines  foi 
workplace  equality  devel 
oped  in  1977  by  the  Rever 
end  Leon  Sullivan. 

Coons'  conclusion 
"Only  if  all  the  major  pen 
sion  funds  and  universi 
ties  were  to  divest  com 
pletely  and  all  at  the  same 
time  would  it  affect  the 
market."  ■ 


136 


FORBES,  FEBRUARY  24,  1986 


"ZIP+4 codes 
helped  me  ring  up 

300,000  a  year  for 

:ustomers  of  AT&T's 
.merican  Transtech!' 


It  was  easy/'  says  Robert 
Turley.  "I  just  convinced  my  com- 
pany, American  Transtech,  that 
we  could  save  over  $800,000  a 
year  in  mailing  costs  by  using 
ZIP +  4  codes,  the  Postal 
Service's  computerized  sorting 
system  for  First-Class  Mail. 

"Every  month  we  mail  mil- 
lions of  time-sensitive  documents 
on  behalf  of  major  corporations. 
Critical  items  like  dividend  checks 
and  stock  certificates.  By  using 
ZIP  +  4  codes,  we  can  mail  these 
documents  with  the  most  reliable 
First-Class  Mail  service  there  is. 

"The  changeover  process 
was  surprisingly  easy  and  eco- 
nomical. Our  start-up  costs  were 
nominal  compared  to  the  savings. 

"And  best  of  all,  most  of  these 
savings  can  be  passed  on  to  our 
customers!" 

To  find  out  how  ZIP  +  4  codes 
can  address  the  specific  needs  of 
your  business  send  in  the  coupon. 

For  immediate  assistance  or 
the  number  of  your  postal  cus- 
tomer service  representative,  call 
1  800  842-9006,  ext.  260. 

Call  or  write  today.  It  .,,  o. 
could  be  very  profitable  f  | 


for  your  company.  And  I  ESS  , 
your  career.  ^  

HELPING  YOU 
HELP  YOUR  BUSINESS. 


Please  check  your  line  of  business: 

□  Insurance,  U  Banking,  □  Manufacturing, 

□  Securities,  □  Utilities,  □  Education, 

□  Retail,  □  Government,  □  Publishing, 

□  Service  Company,  □  Other. 


And  check  your  yearly  First-Class  Mail 
volume:  □  Up  to  10,000,  □  10,001-50,000, 

□  50,001-100,000,  □  100,001-1,000,000, 

□  1,000,000  + 

U.S.  Postal  Service,  Regular  Mail  Services 
P.O.  Box  2999 

Washington,  D.C.  20013-2999 

Name  


Title  

Address, 

City  

State  


_Company_ 


_ZIP_ 


FINALLY.. 
A  MUNICIPAL 
NEW  ISSUES 
DATABASE  THAT 

ISNT 


Now,  Investment  Dealers'     such  as  Variable  Rate  Demand 

Digest  Information  Services  f  I  ^  A    "^L7"   I    1%  Obligations  (VRDO);  how  often 

(IDD),  the  leading  provider  f\  I  Iff  the  coupon  is  reset,  the  fre- 
of  on-line  data  on  corpo-  /— %  yV  ^Um  TT  l11611^  °*  tne  bondholders' 
rate  U.S.  and  Eurobond  financ-  m  I  m  /  mil  ^^_Jr  tender  option,  the  effective 
ings,  has  complete  municipal  dates,  and  remarketing  agents, 
data  on-line  and  ready  for  immediate  use.  •  Manager  rankings  for  all  issues  in  any  date 
For  over  30  years  Investment  Dealers'  Digest  has  range,  as  well  as  key  market  segments  such  as  use- 
been  compiling  information  on  the  municipal  financ-  of-proceeds,  geographic  region,  and  revenue/GO  can 
ing  markets.  Its  proprietary  database  is  now  avail-  be  done  automatically. 

able  to  anyone  that  has  a  computer  terminal  or  per-  •  Coverage  of  all  bond  participants  including  coun- 

sonal  computer.  With  IDD's  municipal  service  sels,  insuring  companies,  letter/line-of-credit  banks, 

you  can  prepare  analyses  in  minutes  that  were  previ-  trustees  and  financial  advisors, 

ously  too  time  consuming  or  impossible  to  do  with  •  Market  trend  and  share  changes  from  one  period 

accuracy.  Best  of  all,  the  analyses  can  be  either  to  another  can  be  examined  for  manager,  product 

printed  in  presentation  quality  reports  or  down-  categories  and  types  of  issuers  on  a  single  report, 

loaded  in  Lotus  format  for  further  manipulation—  Our  experienced  staff  can  show  you  in  minutes 

so  you  don't  have  to  spend  hours  retyping  and  proof-  how  to  use  our  menu  driven  system.  Should  you 

ing.  Reports  can  include:  have  any  questions  our  staff  is  available  to  assist  you 

•  All  issues  that  share  common  characteristics,  24-hours-a-day,  seven  days  a  week. 

such  as  all  pollution  control  issues  in  the  northeast,  Fixed  rate  contracts  are  now  available  to  your 

mortgage  insured  housing  offerings,  or  special  dis-  firm.  Cost  certainty,  fast  response  time,  accurate 

trict  issuers.  timely  data,  state  of  the  art  software,  and  around 

•  Subscribers  can  select  or  report  on  state,  the  clock  customer  support.  No  wonder  industry 
managers,  award  basis,  revenue/GO,  offering  terms,  professionals  are  calling  IDD's  service  the  "tax  free" 
refunding/call  provisions,  underwriting  fees  and  advantage. 

much  more.  Call  (212)  513-0660  today  for  free  trial  usage 

•  Complete  detail  on  latest  financing  techniques,  and  a  demonstration.  Ask  for  Mr.  Glen  Ross. 

THE  BEST 
MUNICIPAL  FINANCING  DATABASE 

IS  JUST  A 
PHONE  CALL  AWAY 

For  additional  information  write  or  call 


iDD 


Information  Services 
150  Broadway,  New  York,  NY  10038 
(212)  513-0660 

FMN-1 


Capital  Markets 


MONEY  &  INVESTMENTS 

Want  high  yields?  How  about  Australian 
dollar  issues  paying  as  much  as  18%? 
Just  dont forget  the  risks. 

UP  DOWN  UNDER 


By  Ben  Weberman 


There  seems  to  be  a  mad  rush  to 
Australia  these  days.  No,  it's  not  for 
the  America's  Cup.  That's  not  until 
1987.  This  rush  is  by  investors  try- 
ing to  get  their  hands  on  Australian 
dollar  securities  paying  up  to  18%. 

At  least  six  bond  issues  denomi- 
nated in  Australian  dollars  came  to 
market  in  the  U.S.  in  January.  They 
were  all  grabbed  by  institutional  in- 
vestors and  in  some  cases  by  indi- 
viduals as  well. 

Most  are  floating  rate  notes  on 
which  the  rate  of  return  is  linked  to 
Australian  bank  bills,  or  CDs,  cur- 
rently at  18%.  Two  of  the  issues  are 
fixed  rate  and  come  due  in  1991. 
They  pay  a  little  under  14%. 

That  sounds  great.  But  keep  in 
mind  that  an  investor  must  accept 
risk  in  three  areas  here:  credit  risk 
(how  good  is  the  borrower?),  curren- 
cy risk  (what  are  prospects  for  the 
Australiarudollar?)  and,  in  the  case 
of  floating  rate  notes,  interest  rate 
risk  (will  short  rates  rise  or  fall?). 

So  far,  there  is  little  question 
about  the  credit  of  borrowers.  Only 
the  best  have  come  to  market.  They 
include  leading  U.S.  banks,  such  as 
Security  Pacific  Corp.,  J. P.  Morgan, 
Bankers  Trust  New  York  and  Man- 
ufacturers Hanover  Corp.  In  addi- 


Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


tion,  Student  Loan  Marketing  Asso- 
ciation (Sallie  Mae)  and  Common- 
wealth Bank  of  Australia  have 
brought  out  offerings. 

What  about  currency  risk?  In 
these  securities  a  U.S.  investor  usu- 
ally pays  the  current  U.S.  dollar 
equivalent  and  receives  interest  and 
principal  repayment  in  Australian 
dollars,  normally  converted  to  the 
U.S.  equivalent  at  that  time.  If  the 
Australian  dollar  rises  against  the 
U.S.  dollar,  you  get  more.  If  it  falls, 
you  get  less. 

Interest  rate  risk?  The  high-yield- 
ing floating  rate  notes  are  adjusted 
every  90  days.  Currently  the  Aus- 
tralian yield  curve  ranges  from  18% 
on  three-month  bank  bills  to 
15.75%  on  one-year  obligations  and 
then  slides  to  14.3%  in  five  years. 

Take  the  A$175  million  Security 
Pacific  Corp.  issue  due  1991.  Its  in- 
terest payments  are  adjusted  to  1% 
below  the  90-day  bank  bill  rate,  so  it 
is  paying  17.35%  for  the  three- 
month  period  from  Feb.  4  to  Apr.  30. 

There  is  a  question  in  my  mind 
about  how  long  that  generous  rate 
will  remain.  In  the  last  three  years 
the  90-day  bank  bill  rate  in  Austra- 
lia has  been  as  low  as  a  9.05%  aver- 
age in  December  1983  and  as  high  as 
19.75%  in  December  1985.  Keep  in 
mind,  too,  that  currency  risk  has 
some  connection  with  interest  rate 
risk.  Right  now,  Australian  mone- 
tary policy  is  targeted  at  high  short- 
term  rates  because  Australia's  cur- 
rency has  fallen  sharply  from  more 
than  $1  U.S.  in  1982  to  65  cents  last 
April.  Recently  it  was  at  72  cents. 

What  this  means  is  that  anyone 
who  purchased  an  Australian  obli- 
gation three  years  ago,  when  the 
Aussie  dollar  was  roughly  equal  to 
ours,  would  be  repaid  today  at  72 


cents  on  the  dollar. 

Nicholas  Sargen,  vice  president  at 
Salomon  Brothers  (which  was  the 
first  to  market  the  recent  Austra- 
lian issues,  so  he  is  not  totally  disin- 
terested), believes  the  markets  have 
overreacted  to  Australian  inflation 
and  currency  problems.  "U.S.  inves- 
tors will  ultimately  be  rewarded  for 
the  risks,"  he  says. 

Sargen  expects  a  rally  in  the  Aus- 
tralian bond  market  as  inflationary 
concerns  lessen — but  without  a 
strengthening  of  the  Australian  dol- 
lar. "The  Australian  market  primar- 
ily offers  investors  a  yield  play  rath- 
er than  a  currency  play,"  he  says. 

Let's  look  at  that.  The  Australian 
dollar  bond  market  fared  worst 
among  the  principal  international 
markets  in  1985.  The  currency  fell 
nearly  20%  against  the  U.S.  dollar, 
according  to  Sargen's  calculations, 
while  Australian  inflation  went 
from  5%  at  the  beginning  of  1985  to 
8.2%  recently.  Sargen  believes  in- 
flation could  reach  9%  but  will  be 
lower  by  the  end  of  this  year.  I  think 
such  expectations,  which  increase 
foreign  excitement  and  cause  for- 
eign exchange  to  flow  in,  could  light 
a  fire  under  Australia's  currency — 
sort  of  a  self-fulfilling  prophecy. 

But  anyone  interested  in  yields 
must  be  aware  of  the  potential  for  a 
return  to  the  9%  to  10%  low  of 
recent  years  in  Australia.  For  that 
reason,  rather  than  buy  floating  rate 
notes,  it  could  be  to  an  investor's 
greater  advantage  to  buy  a  five-year, 
fixed-rate  issue,  such  as  the  13.5% 
Sallie  Mae  notes  or  the  13.8%  Com- 
monwealth Bank  notes,  both  due 
February  1991. 

An  alternative  for  individuals 
who  believe  in  the  future  of  the 
Australian  economy  would  be 
shares  of  First  Australia  Fund, 
which  came  to  market  last  Decem- 
ber at  10  and  trade  at  that  level 
currently  on  the  American  Stock 
Exchange. 

Although  First  Australia  is  equi- 
ty-oriented— its  stated  goal  is  to  be 
65%  in  stocks— the  fund  currently 
has  85%  of  its  $56  million  (U.S.) 
portfolio  in  short-term  Australian 
debt  issues.  Its  long-range  objective 
is  capital  gains;  current  income  is 
secondary.  But  the  powerful  influ- 
ence of  high  yield  on  debt  is  now 
generating  income  for  the  fund  at  an 
annual  rate  of  18.3%  in  the  local 
currency,  with  all  the  risks  enumer- 
ated above. 

Some  interesting  possibilities 
here.  But  be  mindful  of  the  risks,  fl 
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Stock  Trends 


MONEY  &  INVESTMENTS 

If  you  re  looking  for  bargains,  forget  the 
big  fellows  and  shop  the  low-ticket  items. 

FOR  LESS  THAN  $10 


By  Ann  C.  Brown 


Congratulations  to  the  timely  buy- 
ers and  nimble  sellers  of  my  last 
year's  low-priced  stock  picks 
(Forbes,  Jan.  16,  1985),  which  aver- 
aged a  heartwarming  40%  -plus  prof- 
it. Not  bad  in  a  market  that,  for  the 
most  part,  ignored  the  white  chip 
companies  in  favor  of  IBM  and  other 
heavyweight  securities. 

Although  I  continue  to  have  some 
reservations  about  the  near-term 
outlook  for  the  market  in  general,  I 
believe  the  little-ticket  stocks  could 
outperform  the  costlier  competi- 
tion. Recently,  many  issues  have 
done  just  that,  and  several  poten- 
tially upwardly  mobile  stocks  sell- 
ing for  less  than  $10  are  still  avail- 
able. Even  in  an  "iffy"  market  they 
stand  a  good  chance  of  popping 
sometime  before  year-end. 

Western  Airlines  (9).  People  Express 
has  taken  over  Frontier  Airlines. 
NWA,  Inc.  is  acquiring  Republic 
Airlines.  It  may  not  be  long  before 
WAL  attracts  some  suitors  interest- 
ed in  taking  in  hand  the  company's 
route  system,  which  is  the  strongest 
in  the  western  U.S.  Even  if  no  one 
comes  a-callin',  Western  is  doing  a 
creditable  job  on  its  own  with  new 
planes  and  new  financing.  Esti- 


Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  adiisory  and  portfolio  management 
firm  of  AC.  Brown  &  Associates. 


mates  are  for  the  company  to  earn 
as  much  as  $1.45  per  share  this  year, 
which  suggests  a  stock  price  in  the 
12-to-14  range. 

Chock  Full  O'Nuts  (9).  Could  be  I 
have  gone  soft  on  too  many  nutted 
cream  cheese/raisin  bread  sand- 
wiches, but  this  could  be  The  Year 
for  this  venerable  New  York  eatery 
chain  and  coffee  marketer.  The 
company's  real  estate  is  worth  a 
bundle,  and  one  of  these  days  some- 
one is  going  to  make  management 
an  offer  it  won't  refuse.  Since  CHF 
sold  as  high  as  14  in  1984,  there's  no 
reason  it  shouldn't  sell  in  the  teens 
again  in  1986  when  earnings  are  es- 
timated to  be  many  times  better. 

Seagate  Tecbnolog)'  (9,  o-t-c)  looks 
like  a  survivor  of  the  mini-micro- 
computer wars.  The  company  con- 
tinues to  supply  quality  hard  disk 
drives  to  IBM  and  Hewlett-Packard, 
both  of  whom  seem  happy  with  the 
arrangement.  SGAT  is  fighting  to 
expand  its  product  line  and  its  cus- 
tomer base,  and  may  succeed.  For 
fiscal  1986  earnings  of  50  cents  per 
share  look  possible — up  from 
2  cents  last  year.  Seagate  could  sell 
for  around  12  to  14  per  share  if  quar- 
terly earnings  continue  on  track. 

Burnup  &  Sims  (7,  o-t-c)  lacks  ma- 
jor brokerage  house  sponsorship  but 
enjoys  the  unwelcome  attention  of 
financier  Victor  Posner,  who  now 
controls  40%  of  the  stock.  The  com- 
pany is  the  country's  largest  install- 
er of  cable-TV  and  telephone  sys- 
tems and  is  becoming  an  important 
factor  in  fiber  optics.  BSIM  could 
have  a  rebound  in  earnings,  with  45 
cents  per  share  estimated  for  fiscal 
1986  and  70  cents  for  fiscal  1987. 
Price  objective:  a  double  between 
now  and  then. 

Grolier,  Inc.  (7).  The  company's  fi- 


nancial restructuring  appears  to  be 
paying  off,  with  1986  estimated 
earnings  per  share  of  75  cents,  up 
from  an  estimated  45  cents  for  1985. 
Reference  book  publishing  remains 
relatively  unexciting,  but  a  bit  of 
sizzle  can  be  expected  from  GLE's 
new  Mystic  Color  Labs  (mail-order 
photo  finishing)  acquisition,  juve- 
nile books  and  the  promising  future  I 
for  compact  disk  storage  of  encyclo- 
pedia volumes,  playable  on  home 
computers.  Looking  for  a  35%  im- 
provement in  the  price  of  the  stock 
over  the  next  12  to  18  months. 

Ramada  Inns  (8).  I  could  be  early 
on  this  one,  which  is  still  in  the 
midst  of  restructuring  the  organiza- 
tion and  renovating  the  motels/ca- 
sinos. It's  hard  to  tell  how  far  out 
money  managers  are  willing  to  look 
these  days.  Suffice  it  to  say  RAM 
continues  to  sell  off  its  loser  loca- 
tions and  pretty  up  its  more  profit- 
able properties.  If  all  goes  well,  the 
company  could  earn  50  cents  to  60 
cents  this  year,  and  the  stock  could 
sell  at  around  12  to  13  per  share. 

Flow  General  (6).  This  stock  sextu- 
pled  from  my  Forbes  Aug.  6,  1979 
recommendation,  to  its  split-adjust- 
ed high  of  45  in  1981.  Then  big 
troubles,  but  now  I  think  FGN  may 
be  headed  back  up— albeit  much 
more  slowly.  The  company's  bio- 
medical group  is  back  in  the  black, 
and  the  defense-related  business 
continues  strong.  Possible  earnings 
per  share  of  18  cents  to  20  cents  for 
this  fiscal  year.  Possible  price  appre- 
ciation to  10-plus  per  share,  if  all 
continues  to  go  well. 

Financial  Corp.  of  Santa  Barbara 
(9).  A  recent  beautiful  trip  included 
this  beautiful  city  and  home  of  a 
possibly  beautiful  stock  specula- 
tion. The  lower  interest  rates  go  and 
the  longer  they  stay  there,  the  better 
off  this  back-from-the-bnnk  S&L 
should  be.  After  four  disastrous 
years  of  losses,  FSB  could  break 
even  or  show  a  slight  profit  for  1985. 
For  1986,  earnings  of  $1  to  $1.25  per 
share  are  estimated.  Maybe  15  for 
the  stock  price  this  year?  Maybe. 

DSC  Comtnunications  Corp.  (7, 
o-t-c).  Remembered  as  Digital 
Switch,  especially  by  investors  who 
bought  the  stock  at  48  in  1983.  How 
the  mighty  can  fall,  but  it  looks  as  if 
DIGI  has  finally  hit  bottom  and 
could  bounce  back  possibly  into 
double  digits  before  the  end  of  the 
year.  Particularly  if  the  company 
succeeds  in  earning  the  40  cents  to 
65  cents  per  share  that  the  cooler 
heads  are  predicting.  ■ 
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Ida's  Luncheonette  is  known 
for  fiied  chicken,  apple  pie  and 

Rembrandt. 


If  the  newest  addition  to  Ida's  menu  comes 
a  surprise,  it  shouldn't. 

Today,  small  and  medium-sized  companies 
^e  Ida's  have  realized  that  it's  important  for  the 
ts  to  grow  in  this  country,  and  business  can  be 
volved.  By  showing  an  interest  in  the  arts  they 
ive  become  eligible  to  win  a  national  Business  in 
e  Arts  Award.  This  prestigious  award  brings 
ith  it  the  kind  of  national  recognition  that  big 


companies  like  Mobil  enjoy  for  their  sponsorship. 

Now  it's  time  for  your  company  to  taste  a 
little  glory.  If  your  business  has  been  involved 
with  the  arts,  it  may  be  eligible  to  win  a  1986 
Business  in  the  Arts  Award,  which  is  cosponsored 
by  the  Business  Committee  for  the  Arts  and 
Forbes  Magazine. 

Write  to  the  Business  Committee  before 
March  31 , 1986  for  complete  details. 


BUSINESS  COMMITTEE  FOR  THE  ARTS,  INC. 

1775  BROADWAY.  NEW  YORK,  NEW  YORK  10019  •  212-864-0600 


THIS  ADVERTISEMENT  PREPARED  AS  A  PUBLIC  SERVICE  BY  OGILVY&  MATHER.  PHOTOGRAPHY:  JOEl.MEYEROWITZ  PORTRAIT  ART  RESOURCE,  INC.  FRAME:  LOWY. 


Growth  Stocks 


How  well 
should  you  expect  a 
$5,000  to  $50,000 

portfolio  to  do 
under  investment 
management  ? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  capital  working  continually  to  achieve 
these  goals  Yet,  perhaps  for  reasons  beyond 
your  control,  you  may  find  that  it  is  not 
doing  as  well  as  you  expect  it  to. 

lb  help  solve  this  very  problem,  investors 
in  more  than  64  countries  use  The  Danforth 
Associates  Investment  Management  The 
professional  supervision  it  offers  can,  we 
believe,  help  you  to  achieve  your  capital 
goals  though,  as  with  any  selection  of  com- 
mon stocks,  losses  do  and  will  occur. 

You  can  start  a  portfolio  under  man- 
agement with  $5,000  or  more  in  cash  or 
securities.  The  cost  is  modest,  as  low  as  $100 
a  year. 

For  a  complimentary  42-page  descriptive 
booklet  which  includes  the  complete  30-year 
"performance  record"  and  how  it  may  help 
you  now,  simply  write  Dept.  P-l.V 

the  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management  .   Incorporated  1936 


VAN  KAMPEN  MERRITT 
US.  GOVERNMENT  FUND 
INC. 


22.36 


TOTAL  RETURN* 

Plus  the  safety  of  U.S.  government  and 
agency  securities,  monthly  distributions, 
distribution  reinvestment  at  no  charge, 
and  low  investment  minimums.  Plus  an 
exceptional  feature  concerning  quality. 

Call  1-800-633-2252,  Ext.  200.  TOLL  FREE. 

We'll  rush  a  prospectus  which  includes 
information  about  charges  and  expenses. 
Read  it  carefully  before  you  invest  or 
send  money.  Call  today,  day  or  night. 
Suitable  for  IRAs. 

"Source:  Lipper  Analytical  Services.  Inc  Period  measured, 
12/31/84-12/31/85  Assumes  reinvestmeni  of  all  distributions 
and  the  purchase  ot  Fund  shares  withoui  a  sales  charge 
Past  performance  is  not  a  guarantee  of  future  results  Shares 
may  be  redeemed  at  more  or  less  than  the  cost.  ®  denotes 
a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


MONEY  &  INVESTMENTS 


If  you  didn't  mind  people  thinking  you 
crazy,  you  could  have  doubled  your 
money  in  Union  Carbide  last  year. 

THE  CASE 
FOR  MADNESS 


By  Kenneth  L.  Fisher 


On  Jan.  28,  1985  this  column  sug- 
gested Union  Carbide  at  $37.  Car- 
bide had  a  9.3%  yield,  a  P/E  of  7,  sold 
at  25%  of  its  revenue,  53%  of  book 
value  and  3  times  cash  flow.  Oh, 
sure,  Carbide  had  this  little  disaster 
in  India,  so  buying  the  stock  also 
earned  you  free  psychiatric  sessions 
from  spouse,  relatives  and  friends. 

Looking  for  another  stock  like 
this?  One  that  is  cheap  but  un- 
touchable in  the  eyes  of  the  crowd? 
Try  Texaco  (28).  Everyone  or  nearly 
everyone  will  tell  you  you  are  crazy, 
just  as  they  would  have  had  you 
bought  Carbide  last  year  at  this 
time.  I  have  never  bought  a  stock 
that  outraged  my  clients  more  than 
has  Texaco.  Everyone's  read  the  pa- 
pers about  Pennzoil's  $11  billion 
judgment  from  a  seemingly  kanga- 
roo court  in  Texas.  The  bonding  re- 
quirements and  the  bankruptcy 
banter.  Pennzoil's  swaggering  chair- 
man, J.  Hugh  Liedtke,  and  his  brim- 
stone Texas  talk.  It's  scary. 

And  haven't  oil  prices  been  fall- 
ing rapidly?  As  a  result,  investors 
have  difficulty  seeing  how  Texaco 
gets  out  of  this  one  whole. 

All  of  which  makes  the  stock 
cheap.  Whether  it's  Carbide  in  1985 

Kenneth  L  Fisher  is  a  money  manager  based 
in  Woucisicie,  Calif.  His  book,  Super  Stocks, 
is  published  by  Dow  J  ones- 1 m  in 


or  Ronald  Reagan's  presidential 
prospects  in  1978,  society's  collec- 
tive wisdom  is  worthless.  The  fact 
that  everyone  is  so  down  on  Texaco 
is  exhilarating.  I  feel  like  climbing 
the  Alamo's  walls  and  shouting, 
"Remember  the  Union  Carbide." 
Texaco  has  a  10.7%  yield,  sells  at 
5.5  times  earnings,  half  of  book  val- 
ue, 15%  of  sales  and  1.6  times  cash 
flow.  Disaster  is  discounted.  Every- 
thing is  discounted. 

Now,  let's  look  at  the  numbers. 
Texaco's  book  value  is  $13.5  bil- 
lion, or  $57  per  share,  and  backed  by 
one  of  the  better  balance  sheets 
among  the  oils.  Compare  Texaco's 
current  ratio  and  long-term  debt-to- 
equity  ratio  with  that  of  its  peers.  It 
stacks  up  better  than  Arco,  Chev- 
ron, Diamond  Shamrock,  Mobil, 
Occidental,  Phillips,  Unocal  and, 
yes,  even  Pennzoil. 

Texaco  earns  more  than  a  billion 
bucks  and  has  $4  billion  a  year  of 
cash  flow,  even  with  low  oil  prices 
and  high  legal  fees.  Think  of  it  as  an 
LBO  (leveraged  buyout)  artist 
would.  Start  with  the  company's 
market  value — $6.9  billion.  A  rule 
of  thumb  is  that  the  banks  will  fi- 
nance LBOs  up  to  about  5.5  times 
earnings,  before  interest  and  taxes — 
less  the  company's  long-term  debt. 
For  Texaco  that  is  $4  billion  times 
5.5 — minus  $10  billion.  This  means 
that  a  T.  Boone  Pickens  could  easily 
pay  $12  billion  for  Texaco — $50- 
plus  per  share.  That  would  still  be 
cheap.  He  would  get  Getty  at  the 
price  Texaco  paid  for  it  and  the  rest 
of  giant  Texaco  (valued  at  $7  billion 
15  years  ago)  for  only  $2  billion. 

But  what  about  the  Pennzoil  $11 
billion  judgment?  I  almost  forgot. 
You  should,  too.  It  is  patently  silly. 
If  Carbide  stock  could  perform  so 
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I  well  with  the  liability  of  thousands 
I  of  folks  dying,  Texaco  ought  to  be  a 
[|  real  gas.  Why? 

First,  it  hardly  seems  that  Pennz- 
!  oil  suffered  any  irreparable  damage. 
There  wasn't  death,  or  maiming,  or 
a  plant  buried  in  volcanic  ash.  At 
I  worst  Texaco  could  give  the  com- 
pany the  Getty  assets  at  the  price 
i:  Pennzoil  initially  proposed  paying. 
.  Next,  both  sides  at  first  agreed  that 
i  the  case,  while  tried  in  Texas, 
t  would  be  settled  by  New  York  law. 
?  Can  you  imagine  a  bunch  of  New 
>  York  attorneys  swallowing  the  no- 
tion that  an  uninked  billion-dollar 
;  deal  is  binding? 

Finally,  Texaco  has  time.  The  re- 
'  ported     courtroom  shenanigans 
i  alone  seem  enough  to  assure  that 
I  the  case  will  be  heard  on  appeal 
through  the  12th  of  never.  For  ex- 
ample, there  is  the  Pennzoil  attor- 
ney's campaign  contribution  to  the 
judge,  and  the  head  juror's  failure  to 
I  disclose  his  long-standing  hatred  for 
his  father  (a  long-time  Texaco  em- 
:  ployee).  Then  there  is  the  juror  who 
failed  to  disclose  a  spousal  firing  at 
i  the  hands  of  a  major  oil  company, 
i  There  is  the  amazing  judge  who  re- 
portedly let  the  hometown  boys  tes- 
'  tify  about  what  happened  at  meet- 
l  ings  they  didn't  attend,  but  refused 
to  let  Texaco's  side  testify  about 
1  these  same  meetings,  which  they 
:  did  attend.  If  this  is  justice,  they  had 
i  better  rewrite  the  dictionary. 

Wiser  heads  will  prevail.  Before 
i  this  is  all  over,  a  reasonable  settle- 
ment (or  no  settlement  via  a  new 
.  trial)  will  result  in  Pennzoil's  get- 
ting, at  best,  a  token  compared  with 
its  current  demands.  Liedtke  and 
i  various  Pennzoil  board  members 
•  very  well  could,  and  should,  lose 
their  positions  over  spurning  settle- 
ment offers  that  are  huge  in  relation 
to  Pennzoil's  assets. 

My  guess  is  that  when  the  dust 
settles  Pennzoil  will  get  less  than 
$500  million — Wi  months  of  Texa- 
I  co's  cash  flow.  Texaco's  P/E,  PSR 
and  price  to  book  will  probably  av- 
erage about  40%  less  than  the  Dow 
'  Jones  industrials,  which  at  current 
levels  would  put  Texaco  at  about 
$50  a  share.  While  waiting  you  can 
bank  a  10%  yield. 

The  lesson?  Remember,  when 
mania  prevails,  sanity  cannot  be  too 
far  behind.  Stick  to  value  and  sim- 
plicity and  you  can  make  money 
when  others  succumb  to  hysteria. 
Afraid  your  friends  and  loved  ones 
will  think  you  are  crazy  for  buying 
Texaco?  Buy  it,  but  keep  quiet.  ■ 
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Invest  your  IRA  in  a  high-growth 
foreign  stock  fund 


The  T.  Rowe  Price  International  Fund—  '~'4&8*^ 
up  45.3%*  in  1985! 

By  investing  primarily  in  the  stocks  of  leading  companies  in  Europe  and 
the  Pacific  Basin,  this  Fund  gained  45.3%*  in  1985.  So,  if  you  want  high 
growth  for  your  IRA,  it  can  be  an  ideal  choice. 

The  minimum  IRA  investment  is  $500  ($1,000  otherwise)  with  no 
sales  charges.  For  information,  call  weekdays  8:30am  to  8pm,  Sundays 
10am  to  4pm  EST:  1-800-1 RA- 5000. 

TlloweHiceM. 

Invest  With  Confidence  TmJmk 


Mail  to:  T.  Rowe  Price 

100  East  Pratt  Street,  Baltimore,  MD  21202 

Please  send  me  a  free  IRA  Planning  Kit  and 
Fund  prospectus  with  more  complete  infor- 
mation, including  management  fees  and 
other  charges  and  expenses.  I  will  read  them 
carefully  before  I  invest  or  send  money. 

Name 
Address 


City 


State 


Zip  RIN106 


"Performance  figures,  for  year  12/31/84  to  12/31/85.  From  inception  5/9IW  to  12/31/85,  the  Fund  gained  114.6%.  Figures  include  changes  in 
principal  value,  reinvested  dividends  and  capital  gams  distribution— see  page  7  of  the  Statement  of  Additional  Information.  Market  conditions 
fluctuated  and  past  performance  is  not  indicative  of  future  results.  I  Rowe  Price  Investment  Services,  Inc.,  Distributor.  Member  SIPC. 


HIGH  INCOME,  TAX  DEFERRED 


12.03%  for 


V 


IRAs. 


Get  the  high  yields  of  Fidelity  High  Income 
Fund  for  your  IRA.  It's  an  aggressive  portfolio 
of  high  yielding,  medium  to  lower  quality  bonds. 
Though  your  share  price  and  yield  will  fluctuate,  your  investment 
is  managed  by  Fidelity's  experts.  You  also  get  the  flexibility  to 
exchange  among  30  different  funds  with  a  quick,  toll-free  call. 
It's  easy  to  start  or  transfer.  $500  minimum  ($2,500  for  regular 
investments). 

'Annualized  yield  for  the  7  days  ended  1/29/86  based  on  an  average  price  of  $9  ..37  per  share.  Your 
return  will  vary  from  this  yield. 


Call  for  a  free  IRA  faCt  kit  today!  For  more  complete  information 
including  management  fees  and  expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefully 
before  you  invest  or  send  money.  Fidelity  Distributors  Corporation:  General  Distribution  Agent. 
P.O.  Box  660603,  Dallas,  TX  75266.  Ask  about  non-IRA  investing  too! 

Call  free  24  hours. 

1-800-544-6666 

In  Massachusetts  call  collect  617-523-1919 


FIDELITY 
INVESTMENTS 


FORIi/HIII/022486 


Commodities 


MONEY  &  INVESTMENTS 

Can  a  market  letter  turn  you  from  a 
losing  trader  to  a  winning  one?  Probably 
not.  But  if  all  you  need  is  discipline,  a 
good  market  letter  just  might  do  the  trick. 

HELP  FOR  TRADERS 


By  Stanley  W.  Angrist 


If  the  estimated  number  of  commod- 
ity speculators  who  actually  make 
money  trading — thought  to  be 
around  20% — is  anywhere  close  to 
accurate,  then  it's  clear  that  traders 
need  all  the  help  they  can  get.  And,  of 
course,  a  new  market  letter  appears 
almost  every  week  to  help  solve  the 
trader's  profitability  problem. 

Are  these  newsletters  any  good? 
Bruce  Babcock,  with  his  Commodity 
Traders  Consumer  Reports,  tries  to 
help  readers  answer  that  question. 
Each  year-end  he  presents  a  bushel 
of  statistics  that  will  help  you  de- 
cide if  any  of  the  market  letters  he 
monitors  are  for  you.  The  accompa- 
nying table  gives  some  of  those  sta- 
tistics. (But  as  Babcock  often  points 
out,  the  numbers  are  not  as  impor- 
tant as  finding  a  letter  with  an  ap- 
proach that  fits  your  trading  style.) 

The  first  column  shows  the  aver- 
age profit  per  trade,  the  one  number 
that  probably  provides  the  fairest 
way  of  comparing  market  letters. 
But  this  number  does  not  take  into 
account  frequency  of  trading,  the 
amount  of  margin  used  or  commis- 
sions. And,  as  the  second  column 
shows,  it  is  not  necessary  to  have  a 
high  percentage  of  profitable  trades 


Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


in  order  to  have  a  winning  year. 

It  is  highly  unlikely  that  market 
letters  will  make  you  rich.  The  big- 
gest increase  in  equity  for  the  year 
went  to  the  Davts-Zweig  flot/iue, 
with  a  gain  in  equity  of  about 
$35,000.  This  number  was  obtained 
by  backing  out  any  open  profits  ex- 
isting at  the  beginning  of  1985,  then 
subtracting  a  charge  of  $130  per 
trade  to  cover  slippage  and  commis- 
sions. (The  argument  might  be 
made  that  this  charge  is  too  high, 
given  the  availability  of  discount- 
ers. But  it  makes  the  equity  number 
a  realistic  one.)  All  calculations  are 
on  a  one-contract-per-trade  basis. 

But  traders  must  expect  periods  of 
poor  trading.  The  maximum  one- 
month  drop  in  account  equity  is 
listed  for  each  letter.  In  other 
words,  how  much  adversity  must 
you  suffer  in  order  to  realize  the 
equity  increase  shown?  It  can  be 
considerable. 

And  last,  the  table  shows  how 
much  the  letter's  recommendations 
actually  return  on  margin.  Several 


Pemark  Futures  Hotline  214 
Tomorrow's  Comm  209 
Elliott  Comm  Letter 


letters  supplied  recommendations 
that  would  have  produced  returns 
in  excess  of  90%.  If  you  think  a 
market  letter  can  help,  it  would  be 
advisable  to  subscribe  to  the  CTCR 
(916-929-5308)  to  help  you  learn  the 
characteristics  of  over  25  letters. 

I  don't  believe  the  rally  in  gold  for 
the  following  reasons:  I  see  no  signs 
of  rekindled  inflation,  which  is  a 
necessary  condition  for  a  meaning- 
ful up  move.  I  am  not  sure  that  the 
dollar  will  continue  to  weaken, 
which  has  provided  some  support  to 
the  market.  Middle  East  tensions 
have  been  suggested  as  a  factor  help- 
ing to  support  the  market.  Such  a 
state  of  stress  has  been  with  us  for 
years.  And  the  situation  in  South 
Africa  is  clearly  more  bullish  for 
platinum  than  for  gold. 

One  way  to  approach  this  situa- 
tion is  through  a  bear  put  spread, 
which  involves  buying  an  April  360 
put/selling  an  April  340  put,  for  a 
net  debit  of  around  $8,  or  $800  per 
spread.  The  latter  number  is  the 
most  you  can  lose  on  the  trade  and 
is  the  amount  of  money  you  will 
have  to  put  up  to  do  it.  The  maxi- 
mum profit  is  $1,200  and  would  be 
realized  at  any  price  under  $340  for 
April  gold.  The  upside  break-even 
point  is  $352  per  ounce. 

High  rollers  might  consider  a  ra- 
tio put  spread.  This  trade  could  be 
put  on  by  buying  the  April  360  put 
while  selling  two  April  340  puts,  for 
a  net  debit  of  $3.50  or  $350  per 
spread.  The  maximum  profit  would 
be  about  $1,650;  the  margin  around 
$2,300.  At  expiration,  the  upside 
break-even  is  about  $358,  while  the 
downside  break-even  is  about  $324. 
Bail  out  of  either  position  if  the 
April  futures  cross  either  break- 
even price  at  any  time.  ■ 


Advisory  scorecard 

The  table  shows  the  performance  record  for  eight  of  the  advisory  services 
that  are  tracked  by  CTCR.  Probably  the  best  number  to  measure  the 
profitability  of  their  advice  is  the  average  profit  per  trade. 

Profit  per       Winning      Net  equity     Maximum  Return  on 

Market  letter                  trade,  1985       trades         increase      drawdown  margin 

Davis-Zweig  Hotline             $470             44%     •       $35,406        $18,654  93% 

Bullish  Consensus                  410             51                13,730           9,702  102 

Factor  Report                         298             38                 7,661            3,758  92 

Today's  Comm  Options          252             45                3,184           5,054  30 

Accu  Comm  Hotline                                63                 5,786           4,972  37 

51                23,801          31,665  55 

48                 1,262          12,030  11 

36                 3,599           3,065  38 
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'UTER  TASK  GROUP  INC.  0 

FALO,  N.Y.,  Jan.  16— Computer  Task  Group  Inc.  (CTG) 
iced  that  annual  revenue,  net  income  and  earnings 
are  for  1985  surpassed  all  previous  levels, 
enues  of  $115,711,000,  net  income  of  $4,021,000 
irnings  per  share  of  $1.02  for  the  year  ended  Dec.  31, 
were  up  40  percent,  91  percent  and  50  percent 
tively  over  1984  results  of  $82,693,000,  $2,108,000 
i  cents. 

the  fourth  quarter  of  1985,  CTG  had  revenues  of 
15,000,  with  net  income  of  $1,259,000  and  earnings 
are  of  26  cents,  representing  an  increase  over  last 
28  percent,  74  percent  and  13  percent  respectively, 
ut  the  1985  results,  David  N.  Campbell,  Chairman  of 
ard,  said:  "We  at  CTG  are  very  proud  of  1985's  50 
t  increase  in  earnings  per  share,  particularly  in  view 
fact  that  the  company  was  able  to  continue  making 
investments  in  staff  development,  and  in  expanding 
ent  offerings  and  national  branch  office  network." 
i  P.  Courtney,  President,  added  that,  "1985  was  a 
I  positioning  ourselves  for  the  next  five  to  ten  years 
h  expansion  of  our  service  offerings,  and  in  establish- 
r  ability  to  serve  our  clients  from  coast  to  coast." 
iputer  Task  Group,  with  offices  in  45  U.S.  cities,  is  the 
fit  public  firm  in  the  country  building  custom  software 
i;  Fortune  500  companies.  The  company's  services 
li3  programming,  system  analysts  and  design,  and 
i  ting. 

!i  res  are  publicly  traded  through  the  National  Associ- 
D)f  Security  Dealers  under  the  symbol  (CTSK). 
COMPUTER  TASK  GROUP 

Financial  Highlights 

Year  Ended  Dec.  31 
1965  1984  %  Chg. 

$115,711,000      $82,693,000  +40 
(jiefore  taxes  7,447,000        4,054.000  +  84 

ne  4,021,00  0        2,108,000  +  91 

1.02  68  +  50 

Quarter  Ended  Dec.  31 
1985  1984  %  Chg. 

$31,945,000      $24,881,000  +28 
r*fore  taxes  2,424,000        1,423,000  +  70 

me  1,259,000  722,000  +  74 

.26  .23  +13 

'  ntact:  William  P.  Adamucci,  Vice  President-Finance, 
t  iter  Task  Group  Inc.,  800  Delaware  Ave.,  Buffalo,  NY 
I  Phone  (716)  882-8000.) 

I  '■■■■■■■■■■■1 

(  IX  CORPORATION  A 

!  nbol  MAX)  Get  your  beautiful  Annual  Report 
lithe  company  which  makes  the  premiere  film 
(  tiers  for  medical  diagnostic  and  computer 
i  graphic  imaging!  Look  at  our  record: 

Net  Sales*     Net  Income*  EPS 
$93.3  $12.1  $.94 

75.0  9.4  .78 

54.4  5.4  .50 

40.4  3.9  40 

26.0  2.7  .29 

19.6  1.9  .22 

13.9  1.2  .18 

t  rs  in  millions 

mpany  Contact:  Evelyn  Bishop,  Director,  Investor  Re- 
t  265  Sunrise  Highway,  Rockville  Centre,  NY  11570 
1  766-6565.) 


I  ORPORATION  0 

[  LAS,  (January  23,  1986)— UTL  CORPORATION  (OTC— 
''  today  reported  record  revenues  and  earnings  for  its 
'  I  quarter  ended  December  31,  1985. 
the  three  months  ended  December  31,  1985  net 


A  American  Stock  Exchange 
Pacific  Stock  Exchange 

income  rose  to  $1,350,042  or  $.28  per  share  on  revenues  of 
$8,162,000  compared  to  net  income  of  $1,323,645  or  $.27 
per  share  on  revenues  of  $6,501,293  for  the  second  quarter 
of  last  year. 

For  the  six  months  ended  December  31,  1985  net  income 
rose  to  $2,601,150  or  $.54  per  share  on  revenues  of 
$16,305,000  compared  to  net  income  of  $2,524,613  or  $  52 
per  share  on  revenues  of  $12,865,293  for  the  first  half  of 
last  year. 

UTL  is  a  prime  defense  contractor  engaged  in  research, 
development  and  production  of  advanced  electronic  warfare 
systems. 

(Unaudited) 
3  mos  ended  12/31  6  mos  ended  12/31 

1985  1984  1985  1984 

Revenues  $8,162,000     56,501,293    $16,305,000  $12,865,293 

Netincome  $1,350,042  Jl.323,645  $  2,601,150  $  2,524,613 
Average  shares 

outstanding  4,860,000  4.830.000  4,860,000  4,830,000 
Income  per  share    $  .28     $        27    $  .54       $  52 

(Contact:  John  Benson,  UTL  Corporation,  4500  West 
Mockingbird  Lane,  Dallas,  TX  75209.  (214)  350-7601.) 


USLICO  CORPORATION  0 
USLICO  CORPORATION  COMPLETES 
ACQUISITION  OF  INTERNATIONAL  BANK. 

(Washington,  D.C.  Jan.  6) —  USLICO  Corporation  reported 
today  that  the  acquisition  of  International  Bank 
(0TC:IBKWA),  an  Arizona  corporation,  by  merger  of  Interna- 
tional Bank  into  a  wholly  owned  subisdiary  of  USLICO,  will 
be  effective  as  of  31st  December  1985,  upon  the  completion 
of  the  filing  process  by  the  Arizona  Corporation  Commission 
with  respect  to  the  articles  of  merger  previously  filed  by 
USLICO. 

Leslie  P.  Schultz,  USLICO's  chairman,  president,  and 
chief  executive  officer,  stated  the  acquisition  was  historic  in 
nature  and  a  substantial  event  in  the  insurance  and 
financial  services  industry  with  the  transaction  having  a 
total  value  of  approximately  $201  million. 

As  previously  announced,  USLICO  and  IB  agreed  to  a 
merger  in  which  each  outstanding  share  of  IB  common  stock 
and  Class  A  common  stock  would  be  converted  into  .637  of 
a  share  of  USLICO  common  stock  in  a  tax  free  exchange  of 
shares.  IB  stockholders  will  shortly  be  receiving  instructions 
as  to  the  procedures  by  which  they  may  exchange  their  IB 
shares  into  USLICO  shares.  This  exchange  will  result  in  the 
issue  of  approximately  5.5  million  additional  shares  of 
USLICO  common  stock.  This  exchange  has  a  value  of  $144 
million  based  on  the  value  of  USLICO's  shares  as  of  Dec.  31, 
1985.  After  completion  of  the  transaction  USLICO  will  have 
approximately  11.5  million  shares  outstanding. 

USLICO  Corporation  purchased  38  percent  of  Internation- 
al Bank's  outstanding  shares  from  U.S.  affiliates  of  Aegon, 
N.V.  for  $57.3  million  on  Oct.  10,  1985;  thus  the  total  price 
for  USLICO's  100  percent  interest  in  International  Bank  is 
approximately  $201  million. 

First  Boston  Corp.  acted  as  financial  adviser  to  USLICO 
Corporation  and  Dillon,  Read  &  Co.  to  International  Bank  in 
the  matter. 

USLICO  Corporation  is  headquartered  in  Washington  D.C. 
and  is  a  life  insurance  holding  company  with  six  regional 
life  insurance  companies,  a  registered  investment  adviser 
and  a  broker/dealer.  USLICO  Corporation  has  assets  of  $1.3 
billion  and  $18  billion  of  life  insurance  in  force  and  $175 
million  in  stockholders'  equity. 

International  Bank  of  Washington  D  C.  is  a  diversified 
holding  company  with  investments  in  light  industrials, 
overseas  banking,  real  estate  and  insurance.  International 
Bank's  assets  are  approximately  $226  million  and  share- 
holders' equity  is  approximately  $161  million. 

(Contact:  Leslie  P.  Schultz,  Chairman,  President  and 
C.E.O.  or  W.  Alan  Aument,  Treasurer  of  USLICO  Corporation, 
1701  Pennsylvania  Ave.  N.W.,  Washington,  D.C.  20006, 
phone  (202)  342-0535. 
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Psychology  &  Investing 


MONEY  &  INVESTMENTS 

Today's  young  people  are  politically  and 
sexually  more  conservative,  and  finan- 
cially more  ambitious,  than  their  parents. 

WHY  HIPPIES 
BEGET  YUPPIES 


By  Srully  Blotnick 


My  staff  and  I  have  spent  the  last 
five  months  surveying  a  randomly 
selected  national  sample  of  2,600 
college  students  aged  18  to  22  (me- 
dian age,  19).  Key  findings: 

The  young  are  far  more  concerned 
about  their  careers  than  their  par- 
ents were.  "Liberal  arts  majors  in 
the  1960s  had  it  easy,"  a  20-year-old 
student  at  Boston  University  told 
us.  "The  U.S.  was  on  top  of  the 
world,  the  economy  was  booming, 
and  there  were  plenty  of  jobs.  Now 
you  have  to  prepare — major  in  busi- 
ness or  economics,  not  English — if 
you  want  to  get  off  to  a  head  start." 

To  the  charge  that  they  are  too 
interested  in  money  ("This  is  a  gen- 
eration without  a  soul,"  one  West 
Coast  radio  talk  show  host  stated), 
they  reply  that  economic  necessity, 
not  crass  materialism,  lies  behind 
their  obsession  with  career. 

They  want  more  options  than 
were  available  10  to  15  years  ago.  As 
an  Ohio  State  University  sopho- 
more, age  19,  commented:  "There 
were  many  people  in  my  parents' 
generation  who  wanted  to  have  a 
family  but  didn't  have  enough  mon- 


Dr.  Srully  Blotnick  is  a  researcJj  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 


ey.  So  they  bad-mouthed  the  whole 
thing:  'Being  single  forever  is  won- 
derful,' I've  heard  some  35-  and  40- 
year-olds  say,  but  the  truth  is  that 
they  couldn't  afford  to  have  chil- 
dren. Hell,  they're  having  trouble 
just  supporting  themselves." 

To  avoid  the  same  bind,  these 
youngsters  are  concentrating  on  the 
financial  payoff  from  their  careers 
more  than  any  comparable  group 
their  age  in  the  last  27  years.  Gone 
is  the  old  attitude:  Do  your  own 
thing  and  to  hell  with  the  money. 
Almost  78%  (2,027  out  of  2,600)  feel 
that  choosing  a  low-paying  field 
that  you  like  is  a  mistake.  (By  con- 
trast, 53%  felt  that  way  in  our  1976 
survey,  and  only  37%  did  in  1966.) 

The  youngsters  are  turned  off  by 
the  marital  mess  they  see  in  their 
parents'  generation.  A  UCLA  fresh- 
man and  part-time  actress,  age  19, 
explained,  "I  don't  let  my  folks  tell 
me  who  to  date.  They  couldn't  keep 
their  own  marriage  together.  So  they 
have  no  right  telling  me  how  to 
conduct  my  personal  life?"  Repeat- 
edly, sample  members  said:  "I  don't 
want  to  do  the  same,  and  end  up 
having  been  married  three  times." 

In  their  minds,  money  and  mar- 
riage are  closely  related.  Said  one 
student,  echoing  many:  "I  don't 
care  what  anyone  says,  couples 
with  money  usually  are  happier 
than  those  with  none.  I  want  love  in 
my  life,  but  you  can't  live  on  it." 

Nearly  one-third  (817  out  of 
2,600)  are  convinced  that  their  par- 
ents' generation — though  not  their 
own  parents — was  too  promiscu- 
ous. (By  contrast,  88%  of  a  compara- 
ble group  of  students  we  surveyed  in 
1966  prided  itself  on  being  more 
sexually  liberated  than  their  par- 
ents, and  only  1.3%  felt  that  their 


parents'  generation  had  been  too 
free  loving.)  "It's  no  accident  that 
this  is  the  era  of  herpes  and  AIDS," 
a  Texas  A&M  freshman,  age  18, 
commented.  "People  used  to  have 
sex  with  anyone  who  was  willing." 

The  members  of  this  group  can 
hardly  be  described  as  the  "New 
Victorians,"  as  a  number  of  journal- 
ists have  recently  labeled  them. 
They  like  sex  and  want  to  have  at 
least  as  much  of  it  as  young  men 
and  women  had  in  the  1960s.  But 
they  want  to  have  it  with  fewer 
bedmates.  They  tend  to  reject  the 
"instant  relationships"  they  feel 
were  typical  of  the  swinging  Sixties, 
and  believe  that  picking  the  right 
partner  to  begin  with  prevents  a 
similar  string  of  one-night  stands.  A 
University  of  Washington  sopho- 
more, age  19,  said:  "The  line,  'Hello, 
I  love  you,  won't  you  tell  me  your 
name,'  from  the  Jim  Morrison  song, 
is  how  things  used  to  be."  A  20- 
year-old  Stanford  University  stu- 
dent said:  "Now,  I  think,  people 
want  something  more  satisfying 
than  the  emotional  equivalent  of 
fast  food." 

A  frequently  heard  comment  dur- 
ing the  surveys  we  conducted  in  the 
1960s  and  1970s  was,  "Nietzsche 
had  it  right — 'God  is  dead.'  "  Cur- 
rent students  have  a  different  view. 
A  19-year-old  Princeton  sophomore 
said  of  his  parents'  generation: 
"They  were  trying  to  find  religion  in 
a  pill  or  powder,  a  tab  or  a  test  tube." 
Another  told  us,  "If  you  couldn't 
find  the  religion  you  wanted,  you 
created  your  own.  Charles  Manson 
sure  was  a  child  of  the  time." 

And  now?  The  big  three,  as  some 
sample  members  refer  to  the  Protes- 
tant, Jewish  and  Catholic  faiths,  are 
making  a  comeback.  The  propor- 
tion who  would  follow  the  Beatles' 
example  of  turning  to  a  Maharishi- 
like  figure  has  dropped  by  more 
than  95%  in  the  last  20  years,  while 
those  who  view  one  of  the  big  three 
as  "important  to  me"  has  risen  by 
nearly  36% . 

Although  they  have  been  accused 
of  lacking  a  social  conscience  and 
concern  for  the  poor,  they  see  the 
matter  in  another  light.  Typical 
viewpoints:  "Income  first,  idealism 
later."  "Charity  begins  at  home." 
"You  have  to  help  yourself  before 
you're  really  in  a  position  to  help 
anybody  else."  They  believe  social 
programs  should  be  cut  back — se- 
lectively— and  that  people  who  can 
stand  on  their  own  two  feet  should. 

An  integral  part  of  the  new  em- 
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ihasis  on  self-reliance  is  a  wariness 
i  bout  college  and  graduate  school. 
;Vhy?  Most  feel  that  their  parents' 
generation  considered  a  graduate 
jiegree  a  passport  to  easy  money  and 
I  laid-back  lifestyle.  "They  thought 
|t  would  be  a  permanent  meal  tick- 
et,"  a  20-year-old  Yale  sophomore 
jold  us.  "Once  it  was  in  your  pock- 
It,  the  living  would  be  easy.  Then 
'ou  could  be  a  hippie  'til  you  died." 
^  19-year-old  Cornell  sophomore 
ommented:  "For  my  parents'  gen- 
ration,  an  M.B.A.  or  medical  or  law 
legree  was  just  welfare  for  the 
vealthy.  They  worked  hard  to  get  it, 
tut  after  that  they  thought  they'd  be 
.ble  to  coast." 

The  high  cost  of  college,  the  glut  of 
graduate  degrees  and  a  greater  em- 
>hasis  on  being  self-supporting  and 
elf-made  have  given  20-year-olds  a 
nore  hardheaded  view  of  college 
han  prevailed  two  decades  ago.  The 
najority  who  graduate  will  make 
;ood  use  of  their  education,  but  how 
;bout  the  kids  who  don't  really  want 
10  be  in  college  and  went  only  be- 
cause they  were  told  they  would  end 
up  driving  taxis  if  they  didn't  go? 
These  reluctant  scholars  are  more 
ikely  than  those  of  the  prior  genera- 
lion  to  chuck  higher  education  and 
i;o  into  business. 

It  would  be  a  mistake  to  conclude 
hat  the  new  generation  yearns  for 
he  Fifties.  "I'm  glad  that  that  'PTA 
md  picture  window  in  the  living 
oom'  crap  went  out  with  the  Hula 
loop,"  said  a  19-year-old  Universi- 
y  of  Wisconsin  sophomore.  "I  want 
o  tend  to  business,  plan  my  family 
ind  career,  live  my  own  life.  That  is 
low  I'll  make  a  real  contribution  to 
he  welfare  of  society." 

The  group-oriented  style  of  the 
960s  has  given  way  in  the  1980s  to 
me  that  is  more  solitary  and  seri- 
>us.  Woodstock  has  been  replaced 
>y  the  Walkman. 

Many    children    of    the  baby 
joomers  see  their  parents'  genera- 
ion  as  characterized  by  unrealistic 
|ind  self-indulgent  attitudes  that 
iiave  led  to  unsuccessful  lives.  Al- 
hough  two-career  couples  have 
nore  money,  the  proportion  who 
ire  both  well  off  financially  and 
lappily  married  is  small — as  their 
:hildren  know  only  too  well.  A  very 
requently  heard  remark  from  our 
ample  was:  "I  don't  intend  to  re- 
>eat  my  parents'  mistakes." 
.  Far  from  being  a  thoughtless  drift 
nto  conservatism,  what  is  occurring 
quietly,  this  time)  is  a  nationwide 
rebellion — against  the  old  rebels.  ■ 
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VANGUARD  STAR  FUND: 
IRA  INVESTING  MADE  SIMPLE. 


Stocks . . .  bonds . . .  money  market 
funds . .  .Ginnie  Maes . .  .or  a  combina- 
tion? How  do  you  choose? 

Now  you  can  reduce  your  invest- 
ment choices  to  one:  Vanguard  STAR 
Fund,  a  balanced  retirement  Portfolio. 

STAR  is  the  first  no-load  mutual 
fund  of  its  kind.  It  invests  in  a  selection 
of  Vanguard  Funds.  Each  seeks  sepa- 
rate and  distinct  investment  objectives 
through  investments  in  four  types  of 
securities:  stocks,  bonds,  money  mar- 
ket instruments  and  Ginnie  Maes. 
STAR  combines  these  objectives  to 
seek  its  own  goal:  maximum  total 
return— capital  growth  plus  income- 
consistent  with  STAR's  balanced 
approach. 

We  designed  STAR  Fund  specifi- 
cally for  IRAs,  Keoghs  and  other  retire- 
ment plans.  You  can  open  a  STAR 
account  for  as  little  as  $500,  commission- 
free.  You  make  your  investment. 
Vanguard  diversifies  it  for  you. 


Call  1-800-662  SHIP 

Ask  for  our  free  Vanguard  IRA 
Information  Kit.  Or  send  the  coupon. 

In  Philadelphia,  visit  our  Invest- 
ment Center  at  1528  Walnut  Street. 

|~~Vanguard  IRA 
Investor  Information  Dept.  71 
Valley  Forge,  Pennsylvania  19482 


Please  send  me  your  free  Vanguard  IRA  Information 
Kit.  including  a  Vanguard  STAR  Fund  prospectus  which 
I  may  read  before  1  invest  or  send  money.  I  understand 
it  contains  complete  information  on  advisory  fees,  dis- 
tribution charges,  and  other  expenses.  Also  send  infor- 
mation on  □  Keogh/Pension(70). 

Name  


City  

State- 


.  Zip_ 


V1-K-R6-055 
HrArknwardGROi  jp 

V^Of  INVESTMENT  COMPANIES 
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Observations 


MONEY  &  INVESTMENTS 


Bailing  everybody  out  means  worsening 
inflation  and  a  bear  bond  market. 

TWO  AND  TWO 
STILL  MAKE  FOUR 


By  Ashby  Bladen 


In  October  1932,  with  the  stock 
market  and  the  economy  both  in 
ruins,  one  of  the  greatest  specula- 
tors of  all  time,  Bernard  Baruch,  re- 
published a  90-year-old  book  on 
mass  psychology  called  Extraordi- 
nary Popular  Delusions  and  the  Mad- 
ness of  Crowds.  In  the  foreword  Ba- 
ruch commented,  "If,  in  the  la- 
mentable era  of  the  new  economics 
culminating  in  1929  we  had  all  con- 
tinuously repeated,  'Two  and  two 
still  make  four,'  much  of  the  evil 
might  have  been  averted." 

All  last  year  I  kept  saying  that 
1985  was  our  generation's  1929,  in 
which  we  were  staging  a  bull  mar- 
ket while  the  world's  financial  sys- 
tem fell  apart.  And  in  my  last  col- 
umn I  pointed  out  that  the  second 
depression  of  the  20th  century  be- 
gan in  Latin  America  and  Africa 
during  1982.  So  far,  we  Americans 
have  kept  ourselves  aloof  from  it. 
We  are  doing  so  by  borrowing  and 
spending  at  a  rate  that  is  without 
precedent  in  human  history,  to 
maintain  a  standard  of  living  that 
we  are  no  longer  earning  by  our  pro- 
ductive efforts.  That  can  go  on  only 
as  long  as  our  creditors  remember 
what  the  U.S.  was  40  years  ago  and 


Ashby  Bladen  is  a  financial  consultant  and 
author  of  How  to  Cope  with  the  Develop- 
ing Financial  Crisis. 


overlook  what  it  has  become  today. 

That  puts  us  roughly  in  the  posi- 
tion of  the  British  in  the  late 
1920s,  when  they  also  were  coast- 
ing on  the  reputation  they  had 
earned  in  the  19th  century  and  in 
World  War  I.  For  more  than  half  a 
decade  they  managed  to  keep  the 
pound  at  its  prewar  parity  with 
gold  and  the  dollar  by  borrowing 
from  the  rest  of  the  world.  It  was 
the  run  on  and  the  devaluation  of 
sterling  in  the  fall  of  1931,  more 
than  any  other  single  event,  that 
turned  the  slump  of  the  early  Thir- 
ties into  the  Great  Depression. 

The  crisis  began  in  the  summer 
after  Germany  and  Austria,  which 
had  been  borrowing  abroad  to  pay 
reparations  as  well  as  to  maintain 
their  domestic  standards  of  living, 
proposed  a  customs  union  that  was 
opposed  by  their  late  opponents,  the 
Allies  of  World  War  I.  When  the 
largest  bank  in  Austria,  the  Kredit- 
Anstalt,  got  into  trouble  by  taking 
over  two  other  insolvent  banks,  the 
French  objected  to  bailing  it  out  un- 
less Germany  and  Austria  gave  up 
the  Zollverein — just  as  today  the 
U.S.  government  would  now  find  it 
inexpedient  to  bail  out  the  Union  of 
South  Africa.  Since  it  was  obvious 
that  neither  Austria  nor  Germany 
could  possibly  repay  its  debts,  they 
both  coped  with  the  run  by  suspend- 
ing foreign  payments. 

That  caused  creditors  to  think 
about  the  fact  that  Britain  had  been 
recycling  the  reparations  payments 
by  accepting  deposits  from  foreign- 
ers and  relending  the  funds  to  the 
Germans  and  Austrians.  And,  while 
you  could  no  longer  get  your  funds 
out  of  Vienna  or  Frankfurt,  you 
could  still  get  them  out  of  London. 
Hence  the  run  on  sterling.  This 


time  the  U.S.  has  been  recycling 
petrodollars  as  well  as  borrowing  to 
maintain  its  own  standard  of  liv- ' 
ing — and  the  American  banks  are 
beginning  to  get  hit  with  large 
losses  on  their  foreign  loans  as  well 
as  their  loans  to  our  own  oil  compa- 
nies. How  long  will  it  be  before  our 
creditors  realize  that  we  also  cannot 
possibly  repay  our  borrowings  after 
the  people  our  banks  relent  them  to 
have  defaulted? 

In  the  early  Thirties  President 
Hoover  wanted  to  bail  everybody 
out,  too,  and  set  up  the  Recon- 
struction Finance  Corp.  to  do  it. 
The  trouble  was  that  in  1930  the 
Democrats  had  captured  the  House 
and  forced  the  RFC  to  publish  the 
list  of  banks  to  which  it  had  made 
loans.  Since  that  was  taken  to  be 
an  official  government  list  of  bad 
banks,  it  touched  off  the  banking 
crisis  that  ended  in  the  Bank  Holi- 
day of  March  1933.  We  have  con- 
gressional elections  coming  up  this 
fall,  too,  in  which  President  Rea- 
gan's leadership  is  likely  to  be 
weakened  further. 

Do  these  historical  parallels 
mean  that  I  expect  a  replay  of  the 
Thirties?  Not  at  all.  The  very  fact 
that  the  last  financial  debacle  we 
suffered  was  deflation  and  depres- 
sion means  that  this  time  the  po- 
litical imperative  is  to  fend  off  de- 
flation and  depression  at  any  cost — 
including  runaway  inflation.  By  the 
end  of  1985  our  Congress  had,  for 
all  practical  purposes,  decided  to 
bail  out  everybody  whose  failure 
would  cause  unemployment  or  fi- 
nancial distress.  If  the  politicians 
now  have  their  way,  the  danger  we 
face  this  time  is  runaway  inflation, 
not  deflation. 

It  is  much  too  late  for  our  coun- 
try, or  the  world  as  a  whole,  to  avert 
the  developing  financial  crisis — but 
you  can  avoid  the  worst  of  it  if  you 
know  what  to  expect.  I  have  always 
said  that  the  ultimate  outcome  of 
the  attempt  to  avoid  the  deflation- 
ary consequences  of  excessive  debts 
by  universal  bailouts  is  unknowable 
because  it  has  never  been  done  suc- 
cessfully before.  But  in  the  short  run 
the  fall  of  the  dollar  inevitably 
means  worsening  inflation.  And  af- 
ter nearly  half  a  century  in  which 
holding  long-term  bonds  for  invest- 
ment has  proved  to  be  a  mistake, 
another  upturn  of  inflation  is  likely 
to  mean  the  worst  bear  bond  market 
yet.  In  1986  two  and  two  still  make 
four,  but  not  the  same  four  they 
made  in  1932.  ■ 


148 


FORBES,  FEBRUARY  24,  19£ 


fotbesMarket/ 


REAL  ESTATE 


REAL  ESTATE 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


BREVARD  NORTH  CAROLINA 
1,000  ACRE  TRACT  FOR  SALE 

>cated  in  the  beautiful  mountains  of  Western  North  Carolina,  this 
ict  is  one  of  the  last  available  in  the  Brevard  Area, 
rellent  topography,  beautiful  views,  waterfalls,  and  location 
ake  this  property  outstanding  for  several  types  of  development 
.id  for  investment. 

evard  is  located  between  Asheville,  Hendersonville,  N.C.  and 
l  reenville,  S.C.  and  is  convenient  to  reach  from  Interstates  1-85 
|id  1-26. 

Anne  Clayton,  Executrix,  Brevard  Realty 
P.O.  Box  1191,  Brevard,  North  Carolina  28712 
(704)  884-2425 


BUSINESS  OPPORTUNITIES 


HIRE  THE 
RIGHT  PILOT! 

iputer  pilot  selection  used  by  100's  of  airlines 
jltirporations — 1 ,000's  of  Qualified  Pilots— 30 
jjon  Flight  Hrs— 3.000+  Jet  Type  Ratings 
\\  Flat  Fee — Overnight  Service—Guaranteed 
M jits  FAPA,  4291-J  Memorial  Dr.  Atlanta  GA. 

!2 

1-800-JET  JOBS 


MTCP^  15.000  BUSINESSES 
WSfOm  FROM  COAST 

**^jP*  TO  COAST 

No  Brokerage  Commission 
inquiries  &  listings  welcome 
BUSINESS  OWNERS 
.  .     MULTIPLE  LISTING  SERVICE 
/•tX      Toll  Free  800-327-9630 
V*/    m  Fla  call  800  533-4663 


■BCELLANEOUS  FOR  SALE 

(VESTMENT  GEMSTONES! 
.  JARANTEED  LIQUIDITY!!! 

I  wholesale  catalog  Satisfaction  Gtd 
!  IS  yrs'  Member:  Jewelers  Board  of 
lie.  Chamber  Commerce.  American 
l)i  Trade  Assn 

HOUSE  OF  ONYX 
No  One  Main  Street 
|    Greenville,  Kentucky  42345 
I  (  TOLL  FREE  1-800-626-8352 


BUSINESSES  FOR  SALE 

Last  month  we  had  a  71%  success  in 
matching  personally  inspected  sellers  with 
buyers.' so  obi  /o  a  tios  < 

CALL  TOLL  FREE  I  800  233-2115 
IN  TEXAS  CALL  1-214-980-4865 

f**8*!     GREAT  WESTERN 

v*r/       BUSINESS  EXCHANGE.  INC. 

"14114  Dallas  Parkway,  Suite  220 
Dallas,  TX  75240 


FRANCHISES 


REAL  ESTATE 


Own  Spectacular  Land, 
40  acres  in  the  Colorado 
ackies.  $30,000  and  up,  1% 
own,  9%  financing.  Write: 

Forbes  Wagon  Creek  Ranch 

px  303,  Fort  Garland,  CO  81133 
(303)  379-3263 


Abraham  Sc  Condon  Ctb® 

'Amertta  B  I*uc«bb  People"™ 


National  Service  Franchise  Co. 
•  High  potential  •  Prime  locations 
•  Complete  set  up 
Call  now!  Mr.  Lewis 

Toll  Free  1-800  258-0860  Ext.  14 
1-800  258-0861  in  CA 


FOR  INFORMATION  ON 
IBES  MARKET/CLASSIFIED 
WRITE  OR  CALL: 

UNDA  LOREN 
)RBES  MARKET/CLASSIFIED 

)  Fifth  Avenue/New  York,  NY  10011 
(212)  620-2440 


BUSINESS  BROKERAGE 

Earn  lucrative  fees  arranging  the  sales  of 
large  and  small  businesses  We  profes- 
sionally train  you  in  all  phases  of  Busi- 
ness Brokerage  for  a  one-time  fee  with 
no  royalties.  Earning  potential  is 
unlimited. 

Call  Director  of  Marketing. 
N.C.B.B. 

1-800-523-0083,  IL:  312-694-1231 
National  (?orp.  of  Business  Brokers 
1  E.  Superior  St.  Chicago,  IL  60611 


SUPER  LARGE  CASHEWS 

EXCEPTIONAL  SIZE  &  TASTE 
$^95  FOR  1  POUND 

/  —  LIMITED  QUANTITIES 
■  AVAILABLE 


FREE  1  POUND 
SACK  OF  COLOS- 
SAL CALIFORNIA 
PISTACHIOS  WITH 
3  POUND  ORDER 


CREDIT 
CARD 
CUSTOMERS  CALL 
FOR  FREE  DELIVERY 


FASHION 


MATERNITY 
BUSINESS  SUITS 
A  DRESSES 

Catalog  wrth  swatches  and 
fit  guide  S3,  refundable  wrth 
order  Visit  our  stores  in 

Atlanta.  Boston.  Charlotte, 
NC  Chicago.  Clavaland, 
Dallas  Oenvar,  Harrtoburg, 
PA,  Havarford,  PA.  Houston, 
Los  Angatot,  Mesa.  AZ, 
Minneapolis.  New  Orleans. 
New  York.  Philadelphia. 
Pittsburgh,  San  Francisco. 
Stamford,  CT.  Washington. 
D.C  or  inquire  about  opening  a 
store  in  your  area  Telephone 
?15-625-0ISI  PO  Box  40I2I 
Dept  F068.  Phila.  PA  19106 


SPORTS  CAMPS 


UVEUKEA 
HUM  LEANER? 


Bf^>    HUN  IX 


Play  ball  with  Ex-Yankees  •  Ex-Dodgers 

•  Ex-Giants  •  Marichal  •  Wills  •  Lyle 

•  Slaughter  +  others  &  you!  4/27-5/4 
Tempe,  AZ  $3,200  Mini-Camp  $2,000 


FIB  I 

Baseball  Fantasies  Fulfilled* 
(115) 924-8725 
(212)926-4299 


ATTENTION  PHYSICIANS: 

Accredited  Sports  Medicine  Conference 
also  available  at  this  Camp 


SHARING 


IS  CARING 


MACANUD0  ROTHSCHILD  : 
CIGARS  35%  OFF!  1 

(6Vi"  RG42,  Box  Ol  25) 

'Ss^/BOX!  (SAVE  $16.75)  | 

Wrapper  choice  Natural,  Claro  or  Maduro 
Also  rock  bottom  prices  on  fresh,  perfect 
Partagas,  Don  Olegos,  H.  Upmanns, 
Ramon  Allones.  Royal  Jamalcas, 
Montecruz.  FREE  catalog  800-  672-5544 


(NY  State  212-221-1408)  Send  check  or 
M0 — i 


add  shipping:  $1  00  for  first  Dox, 
SOC  ea  add'l  box  NY  res  add  sales  tax 

Offer  expires  March  31, 1986 

FAMOUS  SMOKE  SHOP| 

Dept  61,  55  W  39th  St  .  New  York.  N  Y  10018  ■ 


Remington  Bronzes 

The  Outlaw 

Full  size  _  -  _  _ 
casl  from  SkQQ 
original 

with  purchase  of 
Remington  pure  bronze 
full  size  Mountain  Man 
or  Bronco  or  Rattlesnake 
7  day  approval      m  a-tc 
Reg  $2175  Sale  *1475 
800-435-3545 
714-854-2999 
Wh  Maker  Western  Bronzes 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  Vfe"  |or 
state  widttil  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  SO  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco.  CA  94 1 3 1        |41S|  5SS-610O 


COMPUTERS 


TANDY-EPSON 


ml 


Our  10th  year  of  DISCOUNTS 
Ed  or  Joe  McManus 
Fgt.  Prepaid.  Save  Tax 
Toll  Free  800-231-3680 

mRRYITIAC  INDUSTRIESINC 

22511  Katy  Fwy. 
Katy  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


Forbes:  Capitalist  Tool 


Streetwalker 


Downstreaming 

It  used  to  be  that  every  $1  drop  in 
the  price  of  crude  oil  translated  into 
a  2.5-cent  drop  in  the  retail  price  of  a 
gallon  of  gasoline.  Forget  the  rule, 
says  Los  Angeles'  Daniel  Lundberg, 
who  has  tracked  gas  prices  for  30 
years.  Gas  station  ownership  is  more 
concentrated,  and  the  majors  must 
again  rely  on  downstream  refining 
and  marketing  operations  as  wellhead 
prices  fall.  "Nobody  wants  to  lose  his 
ass,"  says  Lundberg  of  his  belief  that 
retail  price  wars  are  unlikely. 

How  to  play  falling  crude  prices  and 
reasonably  firm  pump  prices?  Crude- 
poor  refiners  and  marketers  like  Ash- 
land Oil  and  Getty  Petroleum  have 
already  zoomed.  But  some  of  the  ma- 
jors that  must  buy  a  lot  of  crude  re- 
main attractive. 

Take  Mobil.  It  produces  1.4  million 
barrels  a  day  of  crude  (including  crude 
it  gets  under  participation  agreements 
in  the  Middle  East),  but  refines  1.6 
million  barrels  a  day  (see  table).  The 
balance  it  buys  on  the  spot  market  or 
on  contracts  at  "net-back"  prices  that 
allow  the  purchaser  to  lock  in  a  refin- 
ing margin.  Bryan  Jacoboski,  Paine 
Webber  Mitchell  Hutchins'  interna- 
tional oil  analyst,  notes  that  the  Royal 
Dutch/Shell  group  is  also  quite  adept 
at  market  purchases.  So,  to  a  lesser 
degree,  in  facoboski's  opinion,  is 
Exxon.  Exxon  and  Royal  Dutch  com- 
bine the  added  attractions  of  high 
yields  (7%  and  5.3%,  respectively) 
and  fortress-like  balance  sheets. 

Oil  stocks  to  avoid?  Arco  and  Phil- 
lips, replies  Thomas  Escott,  Paine 
Webber's  domestic  oil  analyst.  Escott 
worries  about  their  high  debt  loads. 
There's  also  the  fact  that  much  of 


Arco's  production  is  accounted  for  by 
Alaskan  crude.  Any  benefit  Arco 
might  derive  from  a  new  tax  on  im- 
ported oil  could  be  offset  by  the 
heavy  costs  of  producing  Alaskan 
crude. — Kathleen  K.  Wiegner 


Going  for  brokering 

As  mortgage  rates  come  down — 30- 
iyear  fixed  rates  are  now  10.5% 
with  no  points — home  sales  and 
mortgage  refinancings  are  up.  Among 
the  biggest  beneficiaries  is  Dallas' 
$273  million  (fiscal  1985  revenues) 
Lomas  &  Nettleton  Financial  Corp., 
the  country's  largest  mortgage  broker. 
L&N  originates  mortgages,  sells  them 
to  investors  and  acts  as  the  investors' 
agent  by  servicing  the  mortgages.  For 
this  it  is  paid  a  fee  of  around  0.4%  on 
the  $20.2  billion  in  mortgages  it  ser- 
vices. Five-year  average  annual  return 
on  equity:  19.2%. 

Recently  38%  on  the  New  York 
Stock  Exchange,  L&N  was  selling  at 
12.9  times  latest  12-month  earnings. 
Not  cheap,  but  L&N  has  just  complet- 
ed a  capital  spending  program  that 
cost  nearly  $5.40  per  primary  share 
during  1984  and  1985;  spending 
should  now  drop  back  to  well  under 
$1  per  share.  Bruce  Garrison  of  Hous- 
ton's Lovett  Mitchell  Webb  &  Garri- 
son notes  that  loan  originations  are  up 
sharply  in  the  current  fiscal  year,  and 
that  last  year's  purchase  of  Jefferson 
National,  a  life  insurance  company 
with  $6  billion  of  life  insurance  in 
force,  should  boost  earnings  as  L&.N 
pushes  insurance  through  its  105  of- 
fices around  the  country.  Alex.  Brown 
&  Co.'s  Roger  Powell  thinks  L&N 
will  earn  $2.80  a  share  in  fiscal  1986 


(ending  June  30),  up  from  $2.42  , 
share  last  year.  On  such  earnings  poi 
tential,  who  needs  those  recent  acquit 
sition  rumors? — Rita  Koselka 


A  foxy  play? 

W'  ith  first-tier  stocks  getting  exi 
pensive,  Robert  Quasman,  an  an 
alyst  with  Oppenheimer  &  Co.,  has  a 
second-tier  suggestion:  Foxborc 
Corp.,  the  $540  million  (estimatec 
1985  revenues)  manufacturer  of  con  i 
trol  systems  for  chemical,  oil  and  gas 
and  paper  companies  that  was  a  high 
flier  during  OPEC's  heyday.  That  Fox 
boro  lost  money  last  year  and  had  tc 
omit  its  dividend  is  all  old  news  ano 
fully  discounted,  says  Quasman 
While  he  isn't  optimistic  the  firm  can 
add  new  business,  he  argues  that  a 
weaker  dollar  will  take  up  the  slack 
about  50%  of  Foxboro's  sales  is  overll 
seas.  A  recent  cost-cutting  campaign 
could  push  earnings  as  high  as  $1.5(1 
per  share  this  year.  Debt,  meanwhile 
is  just  5.3%  of  capital. 

Quasman  pegs  the  stock's  down 
side  in  the  low  20s  and  the  upsid« 
north  of  30  as  earnings  improve.  Insidl 
ers  own  around  23%  of  the  company': 
12.3  million  shares  and  might  well 
consider  cashing  out  if  the  compam 
fails  to  improve  earnings  dramatically 
by  year-end. — Lisa  Gubernick 


80  cent  dollars 

Y'ou're  worried  the  market  is  to« 
high  but  feel  you  have  to  buy  some 
thing.  Are  there  any  cheapies  left? 

Thomas  Herzfeld,  Miami's  closed! 
end  fund  maven,  puts  forth  two  nomi 
nees.  The  first  is  NYSE-traded  Ml 
Convertible  Securities,  Inc.,  the  $25? 
million  (net  assets)  fund  launched  lasi 
October  by  Merrill  Lynch.  Forget  th< 
preferred  stock,  which  commands  . 
14.8%  premium  over  net  assets.  Fai 
better,  Herzfeld  contends,  is  the  comi 
mon.  Recently  8 'A,  it  sold  at  a  22.71 
discount  from  net  asset  value.  Why 
Because  of  dashed  expectations  tha 
the  common  would  quickly  go  to 
premium,  and  year-end  tax-selling 
The  fund  is  a  dual-purpose  fund;  as 
sets  will  be  liquidated  in  1997,  so  in1 
vestors  won't  have  to  suffer  a  dis 
count  forever. 

Second  candidate:  the  $47  millioi 
Baldwin  Securities  Corp.,  which  i 
under  new  leadership.  Recently  97/ 
on  the  Amex,  Baldwin's  3.8  millioi 


Who  buys  the  crude? 

Company 

Production 
of  crude 
and  NGL 

(thousands 

Refinery 
run 
of  bbl  daily) 

%of 
self- 
sufficiency 

Debt/ 
equity 

Recent 
price 

Amoco 

849.0 

897 

96% 

25.3% 

56'- 

Ashland 

21.6 

300 

7 

90.6 

37  ¥i 

Atlantic  Richfield 

713.2 

741 

96 

78.3 

52% 

Exxon 

2,400.0* 

3,200 

75 

19.1 

51% 

Mobil 

1,400.0* 

1,600 

88 

79.4 

29Vr 

Royal  Dutch/Shell 

1,600.0 

3,300 

49 

RD  26.5 
S  26.2 

RD  62  Vi 
S  371/2 

Standard  Oil  of  Ohio 

634  4 

406 

100 

91.3 

4-  ■ 

Unocal 

251.8 

351 

72 

146.3 

23% 

'Includes  amounts  acquired 

under  participation  agreements  with  countries  in 

the  Middle  East 

150 
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The  most  exuberant  best-seller 
sweeping  across  America! 

"We  can't  remember  readers  or  reviewers  ever  having  a  better  time  with 
a  book.  Malcolm  Forbes  succeeds  in  doing  something  that  is  altogether 
rare  in  this  world.  He  has  fun — and  in  Around  the  World  on  Hot  Air  and 
Two  Wheels  we  share  it  to  the  hilt." 


shares  were  selling  at  a  20.5%  dis- 
count from  their  net  asset  value.  This 
is  probably  because  last  year's  payout 
was  just  32  cents,  less  than  half  1984's 
level.  "The  new  fund  manager,  Albert 
Arbor,  has  been  adding  income  securi- 
ties, setting  the  stage  for  an  increase 
in  dividends,"  says  Herzfeld. 

Streetwalker  doesn't  know  where 
the  market  will  go.  But  we  do  know 
it's  generally  better  to  buy  dollars  for 
80  cents  than  for  $1.20.— L.G. 


|  Sky  king 

Ricky  Nelson's  and  several  other 
tragic  plane  crashes  have  again 
f  focused  attention  on  the  need  for  bet- 
|  ter  aircraft  maintenance.  This  should 
I  benefit  millions  of  passengers — and 
|t$219  million  (fiscal  1985  revenues) 
l/AAR  Corp.,  the  country's  largest  in- 
i  dependent  supplier  of  parts  and  main- 
tenance services  to  the  world's  com- 
mercial and  military  aircraft  markets. 
A  few  years  back  AAR  was  a  dog 
j:  trying  to  swallow  too  many  bones. 
;iThe  company  has  since  consolidated 
|<  operations,  dropping  civilian  aircraft 


AAR  engine  inspection 

Safety  awareness  could  pay  off. 


I  service  to  concentrate  on  commercial 
i  and  military  servicing  and  spare  parts. 
I  Airline-owned  maintenance  oper- 
ations are  losing  market  share.  More- 
Ipover,  lower  fuel  costs,  increased  com- 
rpetition  and  the  battle  for  market 
i  share  all  encourage  airlines  to  use 
l  older  planes  and  get  more  miles  out  of 
i  them.  Which  means — Streetwalker 
i  hopes — more  and  better  servicing. 

Unfortunately,  AAR  isn't  cheap. 
jRecently  267/s,  its  6  million  NYSE- 
>  traded  shares  were  priced  at  16  times 
last  year's  earnings.  Yield:  just  2.5%. 
But  Robert  Cohen  of  New  York's 
'  Sloate,  Weisman,  Murray  &  Co.  fore- 
llsees  several  years  of  20%  earnings 
*  growth.  That  would  put  AAR's  earn- 
ings for  fiscal  1987  (year  ending  May 
31)  at  $2.30  a  share.  Assuming,  that  is, 
khe  new  safety  awareness  lasts. — L.G. 


"A  BOOK  OVERFLOWING  WITH  EXU- 
BERANCE AND  GREAT  GOOD  HUMOR. 

What  Malcolm  Forbes  does  with  his  money  is 
endlessly  fascinating  and,  in  a  way.  almost  en- 
dearing .  .  .  Now  he  has  put  together  a  hand- 
some book  celebrating  his  exploits.  Around  the 
World  on  Hot  Air  and  Two  Wheels  is  priced  at 
$24.95  and  it's  worth  every  penny." 
— Sports  Illustrated 

"SO  OVERWHELMINGLY  A  CELE- 
BRATION OF  THE  JOYS  OF 
ADVENTURE,  as  well  as  an  affirmation  of 
the  good  side  of  life,  that  the  reader  is  soon 
buoyed  by  its  exuberant  message:  Don't  stay 
put  when  you  can  put  foot  into  any  part  of  this  still 
whole,  wide  and  mostly  wonderful  world." 

—The  New  York  Times 


"A  DELIGHTFUL  CHRONICLE- 
LIGHT  AS  A  BALLOON  AND  REFRESH- 
INGLY FREE  OF  HOT  AIR— of  a  journey 
by  the  latter-day  Phileas  Fogg  who  happens  to 
publish  a  business  magazine  called  Forbes  in 
his  spare  time."    — Cosmopolitan 

"A  CROSS  BETWEEN  MARCO  POLO 
AND  JULES  VERNE.  Who  else  in  the 
second  half  of  the  20th  century  would  fly 
acioss  continents  and  oceans  in  a  brightly- 
colored  balloon  or  go  jolting  his  way  on  a 
motorcycle  through  countries  like  China, 
Pakistan,  and  across  North  Africa?  In 
the  gorgeously  illustrated  book  Forbes 
tells  why  and  how  he  did  it  and  why  he 
will  presumably  go  on  doing  it  as  long 
as  he  can  ...  A  book  for  the  eye  to 
admire  and  the  mind  to  marvel  over." 
— John  Barkham  Reviews 


To  order  send  check  or  money  order  for  $24.95  to: 
Forbes  Book,  60  Fifth  Ave.,  New  York,  NY  10011 


Name  

Add  ress  

City  __State_   Zip 

(Please  add  appropriate  sales  tax) 
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Forbes  /  Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


AAR    151 

Harry  N.  Abrams   19 

Aetna  Life  Insurance   73 

Alcoa  42 

Allied  Stores  (Jordan  Marsh)   122 

AM  International   64 

American  Back  School    102 

American  Bank  (Connecticut)  33 

American  Broadcasting   76 

American  Can   90 

American  Cyanamid   110 

American  Express   90 

American  Express  (Shearson 

Lehman  Brothers)    9,  114 

Amoco    134 

AMR  (American  Airlines)   126 

Anheuser-Busch    102 

Aperture   19 

Apple  Computer  62 

Ashland  Oil    150 

Atlantia  Energy  Group   128 

Atlantic  Richfield           128,  132,  142,  150 

AT&T   9,  14,  42,  72 

Austin  Power  &  Light    102 

Avon  Products  30 

Babcock  &  Wilcox  54 

Baldwin  Securities    150 

Bangkok  Bank   18 

Bank  Vontobel   83 

BankAmerica    126 

Bankers  Trust  New  York   139 

Ted  Bates    Ill 

Beatrice  Foods    76,  134 

Booz,  Allen  &  Hamilton  34,  90 

Boston  Bay  Capital  46 

Braniff    128 

Alex.  Brown   150 

Burnup  &  Sims   140 

Burroughs   62 

Capital  Cities    76 

Carolina  Power  &  Light   54 

Carsonville  Metal  Products   15 

CBS   42 

Chase  National  Bank    155 

Cherokee  Group   68 

Chevron   134,  142 

Chock  Full  O'Nuts    140 

Chrysler    25,  76,  127,  132 

Chubb   78 

Cinemax   98 


Circuit  City    122 

Citicorp  62,  90 

Civil  Aviation  Administration 

of  China    126 

Coca-Cola   62 

Commodity  Traders  Consumer 

Reports   144 

Commonwealth  Bank  of  Australia  ....  139 

Commonwealth  Oil  Refining   128 

Consumer  Reports   114 

Continental  Airlines   36,  128 

Coors   102 

Corporate  Annual  Report    114 

Corrections  Associates    12 

Corrections  Corp  of  America    12 

CSX   102 

Data  General    62,  102 

Davis-Zueig  Hotline   144 

Dayton-Hudson   68 

DCM  Data  Products   62 

Deere   155 

Delta  Air  Lines  83 

Diamond  Shamrock    142 

Digital  Equipment   62 

Walt  Disney  Productions   Ill 

Doubleday   42 

Dow  Chemical    102 

Drexel  Burnham  Lambert  90 

Dreyfus   90 

DSC  Communications    140 

Duke  Power  54 

Du  Pont    110 

A.G.  Edwards  90 

Leo  Eisenberg   46 

Equitable  Life    12 

Exxon    42,  64,  150 

Federal  National  Mortgage 

Association   40 

Federated  Department  Stores 

(Bloomingdale's)    68,  122 

Fidelity  Investments   90 

Financial  Corp  of  Santa  Barbara    140 

First  Australia  Fund    139 

First  Pacific  Advisors   32 

Fleetwood    155 

Flow  General    140 

Ford  Motor  33,  34,  96,  132,  134 

Formica    110 

Fortune  Systems  62 

Foxboro    150 


Frontier  Savings  &  Loan  of  Alaska   33! 

GAF  76\ 

The  Gap  Stores   122 

General  Electric    42,  103,  126,  155 

General  Instruments  98 

General  Motors         8,  34,  42,  90,  127,  132 

General  Public  Utilities  54 

General  Petroleum    150' 

Gibson,  Dunn  &  Crutcher    73 

Gillette    1141 

Gintel  Equity  Management  40 

Glenmore  Distilleries    Ill 

Global  Marine    128,  132 

Goldman,  Sachs   96 

Government  National  Mortgage 

Association   40 

Graphic  Shirt  Systems    141 

Gray  Advertising   Ill,  122, 

Grolier    1401 

Group  Lotus  Cars   127 

GTE   9,  42,  1031 

Gulf  &  Western   42 

Gulf  &  Western 

(Paramount  Pictures)    Ill 

Hearst  (Cosmopolitan)   14l 

H.J.  Heinz   32 

Hewlett-Packard    62,  140 

Hinditron  Services   62 

Hino   '.  34 

Holt,  Rinehart  &  Winston  8 

Honeywell   9' 

Hospital  Corp  of  America    12 

E.F.  Hutton    78,  90 

IBM    42,  62,  64,  72,  102,, 

131,  134,  136,  140i 

Inco    102 

Indianapolis  Colts   42 

Inland  Steel   14 

International  Harvester    155 

Isuzu   34i 

Johnson  Matthey   91 

S.C.  Johnson  &  Sons    114 

Kirloskar  Computer  Services   62 

Calvin  Klein    110 

Charles  Kline   114 

Kohlberg  Kravis  Roberts    76 

Kroy   64^ 

Ralph  Lauren    1 10 

Lipper  Analytical  Services  32 

Lockheed    102 
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^omas  &  Nettleton  Financial    150 

i  -orimar-Telepictures    Ill 

Lovett  Mitchell  Webb  & 

||  Garrison    150 

t-ufthansa  83 

Luskin's    15 

Mack  Trucks   34 

M/A-Com   98 

mi.  Macy   68,  122 

VAademoiselle  8 

Manufacturers  Hanover   139 

Massey  Burch    12 

Matsushita   103 

May  Department  Stores   122 

McDonnell  Douglas    126 

Mechanics  and  Metals  National 

:  Bank    155 

Mellon  Bank   42 

Merrill  Lynch    6,  9,  90,  96,  150 

jvIGM/UA   76 

Mississippi  Power    102 

Mitsubishi  Motors   34 

fvlobil    142,  150 

Montgomery  Securities   98 

I.P.  Morgan    139 

(Morgan  Stanley    12,  96 

Motorola   9 

MTV   114 

IMuse  Air  36 

National  City    155 

National  Intergroup   42 

jMavistar   34 

Nissan   34 

Morth  American  Philips    103 

Northeast  Utilities  54 

Nuclear  Electric  Insurance   54 

InTWA   126,  140 

Dak  Communications   98 

Occidental  Petroleum    142 

Dkasan  Securities    114 

Dppenheimer   150 

Owens-Corning    102 

IPaccar  34 

Paine  Webber   90,  150 

Pan  Am    114,  126 

Pantry  Pride   76 

Gantry  Pride  (Revlon)   78 

Parker  Chapin  Flattau  &  Klimpl  72 

i:,ayMaster  Employee  Leasing  9 

Peat,  Marwick,  Mitchell    76,  78 


Penn  Central    128 

Penn  Square  Bank    128 

Pennsylvania  Power  &  Light  54 

Pennzoil    142 

People  Express    140 

Pfizer   1 14 

Phibro-Salomon   40,  46,  96,  139 

Philip  Morris   32,  i  14 

Phillips  Petroleum    128,  142,  150 

Pittsburgh  Baseball   42 

PNC  Financial   42 

Poong  Woo  Industries    103 

PPG  Industries   42 

T.  Rowe  Price  Associates   90 

Price  Waterhouse    76 

Prudential  Insurance   9,  90 

PSI  Systems   62 

Public  Financial  Management 

of  Philadelphia   42 

Public  Service  Electric 

&  Gas   54 

Public  Service  of  New  Hampshire    102 

Quan-Vest   136 

Quick  &  Reilly  90 

Ramada  Inns    140 

Remington  Products    127 

Renault   34 

Republic  Airlines    126,  140 

R.J.  Reynolds  (KFC)    12 

Rogers,  Joseph,  O'Donnell 

&  Quinn   73 

Royal  Dutch/Shell    150 

Ryan  Homes   42 

SAS  83 

Schlumberger   32,  102 

Scientific-Atlanta   98 

Seagate  Technology    140 

Sears,  Roebuck    90,  127 

Sears,  Roebuck  (Dean  Witter 

Reynolds]   9 

Security  Pacific    139 

Sequoia  Fund   32 

Sheinfeld,  Maley  &  Kay   128 

Siemens    103 

Sloate,  Weisman,  Murray    151 

Source  Capital   32 

Southwest  Airlines   36 

Sperry   9,  64 

Standard  Oil  (Ohio)   30 


Student  Loan  Marketing  Association  139 


Sumitomo  Chemicals   25 

Swaine  Adeney 

Brigg  &  Sons    1 16 

Swatch    14 

Swissair  83 

Tata  Burroughs   62 

Tata  Sons   62 

Tektronix  62 

Telerate   1 14 

Texaco    142 

Texas  Air  (Continental  Airlines)    126 

Texas  Instruments    62,  102 

Ticor   40 

Time  Inc  (HBO)   98 

Toledo  Edison  54 

Towers,  Perrin,  Forster  & 

Crosby   78 

Toyota   127 

Trammel  Crow  46 

Travelers    72 

Tribune   -.  42 

Tri-Star  Pictures    1 1 1 

Truman  Corners  Shopping  Center  46 

Tungsram    103 

Turner  Broadcasting   76 

TWA   126 

Twenty-First  Securities    76 

Union  Carbide    76,  142 

Union  Pacific   155 

United  Parcel  Service   102 

United  Technologies   126 

Unocal   30,  142 

U.S.  Steel    14,  42,  76 

Vanguard  Group   90 

Varitronic  Systems  64 

Wang  Laboratories   64 

Warner  Communications   42 

Western  Airlines    140 

Westin  Hotel    103 

Westinghouse  Electric    42,  103 

Westmoreland  Coal    102 

Wilkinson  Sword   116 

Wilshire  Associates   134 

Winnebago    155 

Winthrop,  Stimson,  Putnam  & 

Roberts    76 

Witco    122 

Wm.  Wrigley  Jr   155 

Young  &  Rubicam    Ill 

Arthur  Young   30 
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"Cease 
and  desist? 

said 
Business  Week 


In  our  New  York  Times  ad  of  January  22nd,  pointing  out  how  dramatically 
Forbes  is  closing  in  on  Business  Week  in  advertising  pages,  we  made  an 
unauthorized  use  of  Business  Week's  logo.  OOPS! 

But  the  fact  is,  in  the  past  couple  of  years,  29-issue  Forbes  has  dramati- 
cally narrowed  the  gap  on  the  52-issue  Business  Week — by  another  635 
pages  in  '85.  (And  Forbes'  lead  over  Fortune  in  ad  pages  grew  from  348 
pages  in  1984  to  438  pages  in  1985.) 
Although  1985  was  a  disappointing  year  for  many  magazines,  Forbes 

posted  record  gains  in  ad  revenues 


TOTAL  ADVERTISING  PAGES 


I  3402 


n 


4214 


3834 


Forbes  I 


1983  Difference 
1242  pages 


1984  Difference 

1138  pages 


1985  Difference 
503  pages 


for  the  15th  consecutive  year. 

In  ad  pages?  Only  two  maga- 
zines among  the  142  magazines 
measured  by  the  Publishers 
Information  Bureau— both  week- 
lies—were ahead  of  biweekly 
Forbes. 

Why?  It's  what's  in  Forbes.  And 
we've  got  a  fistful  of  independent 
studies  to  show  that  it's  made 


"Forbes  the  preferred  reading  of  more  corporate  officers  in  the  country's 
leading  companies  than  any  other  major  business  magazine. 

In  fact,  among  the  three  leading  business  magazines,  top  management 
named  Forbes  its  favorite.  No  wonder  Forbes  doesn't  have  to  offer  expen- 
sive premiums  to  sell  subscriptions,  as  does  our  competition.  Forbes  is 
bought  for  what's  in  it,  not  for  free  phones,  clocks,  radios,  calculators,  etc. 

And  a  recent  study  by  the  independent  research  firm  of  Don  Bowdren 
Associates  shows  that  our  average  subscriber  has  a  household  income 
of  $138,935  and  an  average  net  worth  of  $1,146,363.  While  one  of 
every  3.5  Forbes  subscribers  is  a  millionaire. 

If  your  business  could  be  stronger,  put  your 
ads  in  the  magazine  whose  performance  is 
strong,  even  with  business  weak.  Forbes. 


Forbes 

Capitalist  Tool 

*■  Forbes  Magazine— 60  Firth  Ave  .  NY .  NY  10011 


Flashbacks 


Edited  bv  Dero  A.  Saunders 


"The  more  things  change. . . ." 
I  Items  from  past  issues  of  Forbes 

ixty  years  ago  in  Forbes 

Worn  the  issue  of  March  1,  1926) 

The  longest  and  most  costly  coal 
rike  in  the  annals  of  American  in- 
\  istry  has  finally  been  brought  to  a 
,  ose  by  what  may  be  termed  a  com- 
i  omise    agreement.  .  .  .  The  strike 
I  sted  officially  for  a  total  of  169  days, 
t  dipsing  the  previous  record  of  1902 
hen  the  workers  were  out  164  days, 
nd)  is  estimated  to  have  cost  those 
:  rectly  concerned  well  over  a  billion 
bllars.  .  .  ." 

Dne  of  the  largest  and  most  important 
:  inking  mergers  on  record  in  financial 
;  .story  has  been  announced  in  the 

nalgamation  of  the  Mechanics  and 

lietals  National  Bank  with  the  Chase 
))  ational  Bank,  both  of  New  York  City. 

he  two  institutions  are  among  the 
i  rgest  and  oldest  of  domestic  banking 
iiDuses,  and  the  combined  assets  of 
!|l  .025  billion  will  make  the  new  bank 

:cond  only  to  the  National  City  in  size 
•  .id  strength." 

:  ifty  years  ago 

Worn  the  issue  of  March  1,  1936) 

Uncle  Sam's  first  official  government 
:i2wspaper  will  go  to  press  this  month. 

will  be  the  Federal  Register,  created 
i  specially  to  carry  the  official  promul- 

ition  of  executive  orders,  depart- 
:  lental  regulations,  and  general  orders 
I  om  the  multifarious  bureaus." 

Muminum's  biggest  single  accom- 
i  ishment  is  in  reducing  the  dead- 
eight  which  hangs  on  the  wheels  of 
I  idustry,  an  accomplishment  whose 
tost  dramatic  examples  are  stream- 
ned  trains  and  all-metal  airplanes. 
! 'lore  important  to  the  industrial 
i  lanager,  however,  are  less  spectacu- 


General  Electrics  Charles  E.  (Electric 
Charlie)  Wilson,  appliance  boss  in  1936 

lar  weight-reducing  jobs — an  electric 
drill  which  weighs  only  2V2  pounds 
[or]  a  scale  which  is  only  a  third  the 
weight  of  its  predecessor.  ..." 

"When  P.K.  Wrigley,  president  of  Wm. 
Wngley  Jr.  Co.,  became  president  of 
the  Chicago  Cubs,  he  questioned  a 
number  of  old  baseball  customs,  in- 
cluding the  salary  system.  Salaries  are 
set  before  the  season  begins,  1935  re- 
sults set  the  1936  pay,  and  whether  the 
player  does  well  or  poorly  in  1936 
makes  no  difference.  .  .  . 

"P.K.  Wrigley,  however,  felt  that  a 
player  should  be  paid  for  what  he  deliv- 
ered during  the  year  he  delivered  it, 
and  that  he  should  have  a  direct  incen- 
tive for  good  work.  A  'basic  contract' 
was  his  answer:  The  player  receives  a 
contract  for  a  fixed  sum  based  on  what 
Manager  Grimm  thinks  he  is  worth 
and  what  the  club  feels  it  can  afford  to 
pay.  If  the  player  produces  a  brand  of 
baseball  worth  two  or  three  thousand 
dollars  more,  his  salary  is  immediately 
and  automatically  advanced.  But  if  he 
slumps  after  a  raise,  his  salary  reverts 
to  the  original  amount." 


Twenty-five  years  ago 

(From  the  issue  of  March  1,  1961) 

"Since  1918,  [John]  Deere  had  built 
nothing  but  two-cylinder  tractors,  all 
developed  from  the  Waterloo  Boy  line 
it  bought  in  that  year.  For  42  years, 
Deere  has  thus  been  identified  by 
farmers  with  the  easily  maintained, 
economical  'putt-putts,'  so  called  be- 
cause of  their  distinctive  noise.  .  .  . 

"This  stubbornness  had  no  appar- 
ent ill  effects.  From  1954  through 
1959,  Deere's  sales  swelled  more  than 
$200  million,  and  in  1958  it  wrested 
the  top  spot  in  U.S.  farm  equipment 
sales  from  longtime  leader  Interna- 
tional Harvester." 


Ten  years  ago 

(From  the  issue  of  March  1,  1976) 


On  U.S.  highways,  a  scurry  of  campers 

"Suddenly  in  the  spring  of  1974  there 
was  a  shortage  of  recreational  vehi- 
cles, particularly  the  small,  Class  C 
motor  homes  that  use  less  gas  than 
the  larger  Class  A  models,  which  had 
commanded  half  the  motor-home 
market  in  1973.  .  .  .  Last  year  Class  C 
motor  homes  accounted  for  over  40% 
of  total  motor-home  sales,  and 
Fleetwood  passed  Winnebago  to  be- 
come the  leading  RV  manufacturer." 


1  the  mid- 1930s,  this  Union  Pacific  steel-and-aluminum  streamliner  put  Denver  just  overnight  from  Chicago 
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If  a  little  knowledge  is  dangerous, 
where  is  the  man  who  has  so  much 
as  to  be  out  of  danger? 
T.M.  Huxley 


In  courteous  towns  it  is  impossible 
to  acquire  any  knowledge  of  the 
world;  every  one  is  so  courteously 
honest,  so  courteously  rude,  so 
courteously  deceitful. 
Georg  C.  Lichtenberg 


Most  of  the  change  we  think  we 
see  in  life  is  due  to  truths 
being  in  and  out  of  favor. 
Robert  Frost 


I  never  give  them  hell.  I  just  tell 
the  truth  and  they  think  it's  hell. 
Harry  Truman 


I'm  over-educated  myself  in  all 
the  things  I  shouldn't  have 
known  at  all. 
Noel  Coward 


If  the  wise  erred  not  it  would 
go  hard  with  fools. 
George  Herbert 


It  is  better  to  know  nothing 
than  to  learn  nothing. 
Talmud 


Never  call  a  man  a  fool;  borrow 
from  him. 
Addison  Mizener 


From  a  worldly  point  of  view  there 
is  no  mistake  so  great  as  that  of 
being  always  right. 
Samuel  Butler 


The  dictum  that  truth  always 
triumphs  over  persecution  is 
one  of  those  pleasant  falsehoods 
which  men  repeat  after  one 
another  till  they  pass  into 
commonplace,  but  which  all 
experience  refutes. 
John  Stuart  Mill 


Thoughts 

on  the  Business  of  Life 


If  properly  bandied,  there  are  few 
eminent  men  of  affairs  who  would 
not  sacrifice  time  and  money  to 
attend  educational  institutions 
and  deliver  practical,  helpful  horse- 
sense  talks  to  the  student  body.  The 
complaint  is  universally  heard  that 
too  many  young  men  step  out  of 
college  into  an  unknown  world,  a 
world  where  things  are  so  different 
from  the  atmosphere  and  the  theories 
of  the  classroom  that  they  become  lost 
and  discouraged.  Nobody  wants  our 
universities  and  colleges  to  teach 
nothing  but  how  to  run  a  corporation 
or  how  to  make  money;  but  there  are 
few  students  who  would  not  be  bene- 
fited by  a  little  closer  contact  once  in  a 
while  with  brainy  business  giants. 
B.C.  Forbes 


I  think  I  think;  therefore, 
I  think  I  am. 
Ambrose  Bierce 


A  man  likes  his  wife  to  be  just 
clever  enough  to  comprehend  his 
cleverness,  and  just  stupid  enough 
to  admire  it. 
Israel  Zangwill 


Thinking  only  begins  at  the  point 
where  we  have  come  to  know  that 
reason,  glorified  for  centuries,  is 
the  most  obstinate  adversary  of 
thinking. 

Martin  Heidegger 


More  than  6.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave..  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


The  growth  of  wisdom  can  be 
accurately  gauged  by  the  drop 
in  ill  temper. 
Friedrich  Nietzsche 


There  are  well-dressed  foolish 
ideas  just  as  there  are  well- 
dressed  fools. 
Nicolas  Chamfort 


Contradiction  is  not  a  sign  of 
falsity,  nor  the  lack  of 
contradiction  a  sign  of  truth. 
Blaise  Pascal 


It  might  be  argued  that  to 
be  a  knave  is  a  gift  of  fortune, 
but  to  play  the  fool  to  advantage 
it  is  necessary  to  be  a 
learned  man. 
William  Hazlitt 


A  Text . . . 

This  is  my  commandment, 
That  ye  love  one  another,  asi 
I  have  loved  you. 
John  15:12 


Sent  in  by  John  McKenzie,  Los  Angeles, 
Calif.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  senders  of 
texts  used. 


There  is  nothing  so  irritating 
as  somebody  with  less 
intelligence  and  more  sense  than 
we  have. 
Don  Herold 


We  all  learn  by  experience  but 
some  of  us  have  to  go  to  summer 
school. 

Peter  De  Vries 


The  race  is  not  always  to  the  swift, 
nor  the  battle  to  the  strong — but 
that's  the  way  to  bet. 
Damon  Runyon 
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AT&T  INTERNATIONAL  LONG  DISTANCE  SERVICE 


'The  London 
market  just 
closed  up  a  few 
points.  I  think 
your  company 
should  buy  a  few 
thousand  shares'. 


ti 


'Thanks  a  million'. 


Imagine  if  they'd  waited  to  send  a  telex. 
Instead  of  having  an  edge  on  what's  going 
on,  they  might  have  missed  out. 

For  up-to-the-minute  business  informa- 
tion, there's  nothing  like  AT&T  International 
Long  Distance  Service.  Because  the  tele- 
phone lets  you  share  ideas  in  a  way  that 
would  be  impossible  by  telex. 

AT&T  provides  many  other  international 
services  and  applications  that  treat  you  like 
the  unique  businessperson  you  are.  To  find 
out  how  these  services  can  help  pick  up 
your  international  business,  pick  up  the 
phone  and  call  your  Account  Executive  at 
AT&T  Communications. 

Or  cali  an  AT&t  Sales  Specialist  toll  free 
at  1  800  222-0400  ext.  512. 


6 1986  M& I  Communications  I 
Intmnation.il  service  to  .mil  trorn  continental  1 1  S 


AT&T 

The  right  choice. 


Dale  Carnegie 
Training 

has  one 
outstanding 

quality.,  .it  WORKS' 


There  has  to  be  a  good  reason  why,  each  year, 
more  than  100,000  men  and  women  around  the 
world,  representing  a  wide  range  of  background  and 
experience,  enroll  for  Dale  Carnegie  Training?  They 
come  from  the  small  and  medium  size  companies 
as  well  as  the  giant  corporations.  And  many  come  as 
individuals.  The  reason  they  choose  Dale  Carnegie 
Training*  is  simple ...  IT  WORKS. 

The  Dale  Carnegie*  organization  offers  a  broad 
range  of  training  programs,  all  designed  to  expand 
the  capabilities,  improve  the  performance  ana 
increase  the  effectiveness  of  men  and  women.  It 
helps  them  to  expand  their  capacity  for  achievement. 
It  helps  them  discover  more  or  their  hidden  resources 
and  develop  them  into  practical,  workable  new  skills 
and  abilities  that  they  can  use  every  day  to  improve 
the  quality  of  their  lives. 

The  Dale  Carnegie  Management  Seminar! . . 
a  highly  structured  program  focusing  on  the 
principles  and  techniques  of  modern  goal-oriented 
management.  It  offers  a  wealth  of  fresh,  new  ideas 
and  techniques  to  help  managers  become  more 
effective  in  planning,  organizing  and  directing 
their  operations.  It  helps  to  reduce  the  stress  of  the 
job  and  make  their  work  more  enjoyable.  The 
result  is  a  smoother  running,  more  efficient,  more 
productive  operation. 

The  Dale  Carnegie  Sales  Course*. . .  an  in-depth 
training  program  for  sales  professionals  based  on 
the  art  of  motivational  selling.  This  comprehensive 
course  increases  skill  in  the  entire  selling  process 
from  prospecting  to  writing  the  order.  It  is  conducted 
in  a  workshop  format  that  gives  participants  the 


opportunity  to  practice,  to  perfect  their  new  sales 
tools  before  using  them  in  their  selling  interviews. 
They  develop  more  confidence,  they  become  more 
professional,  they  close  more  sales. 

The  Dale  Carnegie  Course! . .  a  course  that  helps 
men  and  women  discover  and  develop  a  greater  part 
of  their  hidden  potential  for  achievement.  They  learn 
to  express  themselves  with  greater  clarity  and 
conviction.  They  acquire  a  better  understanding  of 
people  and  how  to  work  with  them  more  effectively. 
Their  self-confidence  increases,  their  self-image  is 
heightened,  they  become  more  effective  in  their 
work,  in  their  lives. 

The  Dale  Carnegie "  Customer  Relations 
Course . . .  designed  to  improve  the  performance,  to 
increase  the  effectiveness  of  your  customer-contact 
people.They  learn  to  meet  and  impress  your  customers 
more  favorably.  They  discover  new  methods  of 
creating  add-on  and  repeat  sales.  They  become  more 
adept  in  handling  complaints  and  misunderstandings. 
They  increase  their  ability  to  keep  your  customers 
happy  and  coming  back  again  and  again. 

The  Dale  Carnegie*  Employee  Development 
Course . . .  inspires  greater  teamwork  and  hannony 
within  the  organization,  raises  employee  morale, 
reduces  absenteeism  and  turnover.  Efficiency  and 
productivity  are  increased. 

Find  out  how  the  Dale  Carnegie  Courses® 
can  work  for  you . . .  Ask  for  a  free  copy  of  our 
quick-reading  booklet  that  outlines  the  objectives 
and  benefits  of  the  courses ...  Call  toll-free 
1-800-231-5800.  In  Texas  call  1-800-392-2424  or 
write  to  the  address  below. 


DALE  CARNEGIE  &  ASSOCIATES,  INC 

SUITE  4  3  6  F  •  6000  DALE  CARNEGIE  DRIVE  (PVT.)  •  HOUSTON,  TEXAS  77036 


Accredited  by  the  Council  For  Noncollegiate  Continuing  Education 


"Management's  job  is  to  see  the  company  not  as  it  is. . . 

but  as  it  can  become."  —  John  W.  Teets,  Chairman 


One  of  the  major  strengths  at 
Greyhound  is  our  ability  to  view  the 
company  objectively. 

Only  in  this  way  can  we  renew 
our  company,  making  certain  that  the 
Greyhound  of  tomorrow  is  not  just  differ- 
ent, but  better  than  the  Greyhound 
of  today. 


The  combination  of  divesting  ma 
ginal  businesses  (we've  sold  14  of  the 
in  the  last  three  years  alone) ...  the 
acquiring  of  new  companies  that  mee 
our  15%  ROE  goal . . .  and  the  restruc- 
turing of  our  mature  businesses ...  is 
a  winning  formula  for  revitalization. 


To  learn  more  about  where  the 
Byhound  dog  is  running  these  days, 
te  us  for  an  annual  report.  The  new 
eyhound  . . .  it's  getting  sleeker, 
arper,  more  defined  in  muscle  and 
ew.  And  has  been  tempered  by  fire. 


The  Greyhound  Corporation 

A  $3-billion,  multi-industry  company  offering: 

•  Consumer  Products 

•  Financial  Services 

•  Services 

•  Transportation  &  Manufacturing 
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Companies 


32   Chevron  Corp.  a  v 

Oil's  price  is  down.  Not  so  the  spirit  of  Chev-  ^ 

ron's  George  Keller,  despite  that  $13  billion  he  W 

spent  on  Gulf  Oil.  ( 

34   Getty  Petroleum  Corp. 

While  Texaco  copes  in  the  courts,  the  man  who 
bought  its  Getty  marketing  operations  is  doing  well. 

40   Zenith  Electronics  Corp. 

It's  the  last  independent  U.S.  manufacturer  of  TV  sets.  Its 
chairman  doesn't  seem  particularly  worried. 

56   Avemco  Corp. 

A  profitable  business  is  threatened,  but  at  least  Avemco 
saw  the  clouds  forming. 

63   The  St.  Paul  Cos. 

Why  write  more  medical  malpractice  business  when 
other  insurers  are  fleeing  the  line? 

75   First  Security  Corp. 

George  and  Marriner  Eccles  built  it  into  one  of  the  West's 
best  banks.  A  nephew  now  oversees  its  decline. 

88  VFCorp. 

Why  complicate  a  business  when  it  is  so  much  more 
profitable  to  keep  it  simple? 


107    P.H.  Glatfelter  Co. 

Abraham  Lincoln  was  its  first  big  customer,  and  this 
remarkable  company  has  never  looked  back. 

114   News  Corp. 

Has  Rupert  Murdoch  finally  overextended? 
130   The  Up  &  Comers 

Chambers  Development  was  forced  into  partner- 
ship with  its  well-capitalized  rival.  Too  bad  for 
the  big,  tough  rival.  Also:  Sierra  Spring  Water. 

135    Fleet  Financial  Group 

Earnings  are  gorgeous,  and  Wall  Street  loves  the  stock. 
But  there's  a  blemish  on  Terrence  Murray's  bank. 

150    Control  Data 

CD  is  selling  Ticketron  to  raise  cash.  But  Ticke- 
tron  isn't  what  it  used  to  be. 


Industries 


36  Aerospace 

Are  aviation  companies  trading  away  jobs  and  technol- 
ogy for  foreign  orders? 

46    Patent  Law 

It  used  to  be  a  joke  in  this  country.  No  more. 

78    Cover  Story:  Steel  Will  Come  Back 

Conventional  wisdom  puts  the  industry  somewhere 
along  the  dying-dead-buried  curve.  But  steel  will  be  made 
profitably  in  this  nation  again. 

92  Airlines 

There  are  two  basic  ways  to  fly  somewhere:  the  list  price 
way  and  the  discounters'  way. 
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International 


30   Dollar  Shokku 

Japanese  investors  will  still  help  fund  U.S.  deficits.  But 
whether  that's  healthy  for  the  U.S.  is  another  question. 

50  Italy- 
Free  enterprise  transforms  the  land  of  dolce  far  niente. 


Taxing  Matters 


96   You  Can't  Fight  City  Hall 

The  IRS  has  loaded  the  tax  bill  with  "reforms"  to  frus- 
trate the  courts.  Also:  Fake  art;  TV  game  shows. 


On  The  Docket 


100   Somebody's  Gotta  Pay! 

Is  there  any  end  to  product  liability  suits? 


Numbers  Game 


102   Risky  Business 

The  regulators  try  to  measure  bank  risk. 


Investing 


122   Here  We  Go  Again 

This  could  be  the  new-issues  market's  hottest  year  ever. 

136   The  Money  Men:  Charles  Ellis 

If  you  can't  beat  the  market,  don't  feel  bad.  Here's  why. 

140   The  Money  Men:  Kenneth  Oberman 

Where  to  find  a  profitable  airline  at  less  than  4  times 
earnings?  Look  to  Scandinavia. 


146   The  Funds:  En  Garde! 

Smart  brokerage  customers  are  on  guard  against  churn- 
ing. Fund  customers  should  be  equally  watchful. 

186   Statistical  Spotlight 

Our  crapshooting  computer  picked  five  model  portfolios 
in  1984.  Only  one  did  well:  Low  P/E  scores  again. 

202  Streetwalker 

North  American  Coal;  Fay's  Drug;  J.C.  Penney;  Norton; 
Dravo. 

Marketing 

152   Styling  For  The  Masses 

Braun's  sleek  stylists  cut  in  on  the  electric  shaver  mar- 
ket. Also:  The  two  ways  of  marketing  in  Japan — their 
way  or  not  at  all. 

Technology 

158   The  Computer  Chip  As  Cook 

Computers  are  headed  into  the  kitchen.  Here's  why  you 
can  never  again  call  a  refrigerator  an  icebox. 


Personal  Affairs 


166   Hong  Kong 

Who's  worried  about  1997?  In  the  Crown  Colony  the 
order  of  the  day  is  still  deals,  demolition  and  dim  sum. 


Careers 


174   When  The  Teaching  Has  To  Stop 

We  have  many  more  teachers  than  we  need,  yet  academe 
keeps  producing  more.  What's  an  English  Lit  prof  to  do? 


Faces  Behind  the  Figures 


176  Joseph  E.  Cappy,  American  Motors 

176  Wally  Amos,  Famous  Amos 

178  Brenda  Dean,  Society  of  Graphical  &  Allied  Trades 

178  James  Guyette,  United  Airlines 

180  Al  Parsons,  Southwestern  Bell  Corp. 

180  Larry  Taylor,  BellSouth  Corp. 
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A  non risky  investment 

Walter  Wriston,'  having  spent  most 
of  his  career  proving  that  banking 
need  not  be  stodgy,  now  demon- 
strates that  writing  about  public  af- 
fairs need  not  be  pompous.  Harper 
&  Row  has  just  published  a  book  of 
Wriston  essays  entitled  Risk  &  Other 
Four-Letter  Words.  It's  delightful 
reading  and  a  useful  antidote  to  the 
constant  hysteria  that  those  of  us  in   Walter  Wriston 

the  media  tend  to  spread  about  the   

state  of  the  economy.  At  an  informal  luncheon  last  year,  Wris- 
ton shamed  me  by  pointing  out  that  Forbes,  along  with  the  rest 
of  the  business  press,  tends  to  admonish  businessmen  when 
they  adopt  "risky  strategies."  There  can  be,  he  gently  reminded 
us,  no  accomplishment  without  risk.  Businessmen,  he  added, 
are  paid  to  take  risks;  if  they  don't,  they  should  be  kicked  out  of 
office.  You  will  note  that  Forbes  has  reformed  its  ways.  We  no 
longer  condemn  corporate  strategies  for  being  risky — only  for 
being  foolish. 

You  won't  be  taking  much  of  a  risk  if  you  invest  $19.95  for  a 
copy  of  this  clear-thinking  little  book. 

Jerry  Flint  sticks  his  neck  out — again 

Way  back  in  1980,  when  Chrysler  Corp.  looked  like  a  terminal! 
patient  kept  alive  only  by  infusions  of  federal  loan  guarantees, 
Jerry  Flint  wrote  an  optimistic  story  for  Forbes  (Aug.  18,  1980} 
detailing  some  reasons  he  felt  Chrysler  had  a  good  chance  of 
making  a  comeback.  With  a  nervous  eye  on  the  conventional 
wisdom  that  declared  Chrysler  moribund,  we  swallowed  hard 
and  published  the  article.  The  stock  was  then  selling  at  about 
IVx;  it  was  recently  52Vi.  Now  the  same  Jerry  Flint  comes  in 
with  a  similarly  contrarian  article,  this  time  about  the  U.S.  steel 
industry.  Many  people  regard  steel  as  a  lost  cause;  Jerry  tells 
why  they  may  be  wrong.  No  guarantees,  but  we  think  he  makes 
an  excellent  case  for  a  strong  profit  comeback  by  this  battered 
industry.  "Hold  the  obits"  begins  on  page  78. 

Buy  and  borrow,  borrow  and  buy 

The  irrepressible  Ted  Turner  recently  quipped  that  wealth 
today  is  better  measured  by  owing  than  by  owning — that  in  this 
age  of  seemingly  endless  credit  expansion,  your  debits  count  foi 
more  than  your  credits.  Turner  boasted  that  since  he  has  his 
name  on  $2  billion  worth  of  IOUs,  he  should  be  counted  among 
the  megarich.  Sorry,  Ted.  You're  second-string  compared  with 
Rupert  Murdoch,  who  has  a  $1.15  billion  offering  in  the  works 
that  will  build  his  overall  debt  to  around  $3  billion.  Look  at 
Murdoch's  published  numbers,  and  you  might  conclude  the 
tough  Australian  is  headed  straight  for  insolvency  the  way  he'e 
been  buying  properties  at  high  prices  and  paying  with  borrowec 
money.  Look  closer,  however,  and  you  will  see  Murdoch  isn't 
quite  the  spendthrift  he  seems.  Wading  wearily  through  tanglec 
prospectuses  and  annual  reports,  Senior  Editor  Allan  Sloar 
concludes  that  even  though  News  Corp.  doesn't  seem  to  be 
making  much  money,  this  global  media  empire  is  more  liquic 
than  it  looks.  His  story,  "Understanding  Murdoch — the  num 
bers  aren't  what  really  matters,"  starts  on  page  1 14. 
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The  Black  Hole  of  American  Business.  Where  T&E  dollars 
vanished  until  American  Express  found  abetter  system. 


American  Express  has  developed 
)mething  that  could  seal  that  dreaded 
lack  hole  once  and  for  all.  It's  called 
te  Travel  Management  System. 

The  System  links  the  nationwide 
merican  Express  "  Business  Travel 
tervice  with  the  highly  advanced  pay- 
lent  system  of  the  American 
xpress'5  Corporate  Card.  And  by 
lanaging  and  controlling  every  phase 
f  your  company's  T&E  activity,  it 
in  save  you  money  you  probably 
ever  knew  you  were  losing. 

Save  substantially  on  coach  airfares, 
ave  with  special  hotel  rates  that  are 


even  lower  than  corporate  rates.  And 
save  on  the  interest  income  that's  lost 
every  time  you  make  a  cash  advance. 

But  without  service,  those  savings 
are  empty.  So,  we're  staffed  to  book 
and  deliver  tickets  to  all  your  com- 
pany's far-flung  facilities. 

If  your  company  now  uses  the 
American  Express  Corporate  Card, 
part  of  the  System  is  already  in  place. 
Add  our  business  travel  capability  and 
you'll  have  the  combination  that  puts 
you  in  control— not  the  black  hole. 
The  American  Express  "'  Travel 
Management  System. 


I  To  seal  the  black  hole,  call 
1-800-528-AMEX*  or  fill  out  this  coupon. 

Mail  to:  A.M.  Busquet,  V.P.,  T.M.S. 
P.O.  Box  53821,  Phoenix,  Arizona  85072 


Name 


Title 


Company 


Address 


City 


State 


ZIP 


L 


Phone 

tt  Travelers 

Travel 

Management 

Services 

248-00-0030-6  B 


J 


Trends 


Edited  by  John  A.  Conway 


A  room  with  a  view? 

Iacocca  or  not,  the  four-day  celebra- 
tion of  the  Statue  of  Liberty  Cen- 
tennial in  July  is  shaping  up  as  a  sell- 
out. With  four  months  still  to  go,  view- 
ing points  of  advantage  are  already  at  a 
premium.  Several  New  York  hotels — 
including  the  Vista,  New  York  Hilton, 
Waldorf  Astoria,  Sheraton  Centre  and 
the  Grand  Hyatt — are  booked  solid.  So 


Robert  Kmlohk/Image  Bank 


The  Statue  of  Liberty 
No  seats?  Get  a  set. 


is  the  World  Trade  Center's  skytop 
Windows  on  the  World  restaurant. 
New  Yorkers  with  harbor-view  apart- 
ments are  beset  by  long-lost  friends 
hoping  for  a  bird's-eye  look  at  the 
festivities.  (The  New  York  Conven- 
tion &.  Visitors  Bureau  notes  there  are 
100,000  hotel  rooms — but  tourists 
should  book  early.)  There  will  also  be 
tickets  on  sale  for  grandstand  seats  in 
Battery  Park.  But  if  you  can't  get  a  seat, 
you  can  always  get  a  TV  set. 


The  little  college 
that  could 

How  does  a  little-known  liberal 
arts  college  get  on  the  map?  One 
way  is  money.  In  1976  Buena  Vista 
College  in  Storm  Lake,  Iowa,  with 
just  $700,000  in  the  till,  set  an  endow- 
ment goal  of  $14,000  for  each  of  its 
950  (mostly  Iowan)  students,  and  in 


1980  it  launched  a  $27  millioh  fund 
drive.  The  same  year,  out  of  the  blue, 
Harold  Siebens,  an  Iowa-born  Canadi- 
an oil  millionaire,  gave  the  school  $18 
million  to  be  paid  in  $3  million  in- 
stallments over  six  years.  Buena  Vis- 
ta's properly  dazzled  president,  Keith 
Briscoe,  could  have  spent  it  all  to  up- 
grade his  campus — new  buildings,  a 
business  school,  etc. — but  realized 
the  school  would  still  lack  endow- 
ment and  national  recognition.  So  he 
called  for  help  from  John  Templeton, 
the  mutual  fund  manager,  who  hap- 
pened to  be  a  Buena  Vista  trustee.  As 
Siebens'  gift  came  in  each  year,  Tem- 
pleton (who  donates  his  services)  put 
the  funds  into  a  portfolio  of  equities. 
By  last  year  Buena  Vista  had  spent  $  1 5 
million  on  campus  telecommunica- 
tions, computers,  a  conference  center 
and  the  Harold  Walter  Siebens  under- 
graduate school  of  business.  But 
thanks  to  Templeton,  it  still  has  an 
endowment  of  $16  million. 


A  nation  of  slobs 

The  close  shave  is  out,  the  three- 
day  beard  is  in,  sparked  by  Don 
Johnson,  star  of  TV's  Miami  Vice.  To 
cash  in  on  the  fad,  San  Francisco  song- 
writer-chef Robert  Warner,  37,  ap- 
proached Sterling,  Ill.'s  $50  million 


Don  Johmon  of  Miami  Vice 
Cashing  in  on  the  fad. 


Wahl  Clipper  Corp.  in  January  with 
an  idea  for  Miami  DeVice,  a  beard 
trimmer  that  lets  men  keep  their 
stubble  at  one  short  length.  Wahl  al- 
ready had  five-length  beard  trimmers 
with  gradations  of  up  to  Vs-inch, 
which  had  more  than  doubled  the 
company's  consumer  division  sales 
since  1983.  Now  it  plans  to  pay 
Warner  royalties  for  the  Miami  De- 
Vice  name.  (The  new  model  will  keep 
the  beard  shorter  and  grungier.)  After 
repackaging,  it  will  be  test-marketed 
at  $25  to  $30.  "We  probably  won't  sell 
it  much  to  the  regular  office  worker, 
whose  boss  or  wife  won't  like  the 
three-day  look,"  admits  Wahl's  mar- 
keting director,  whose  name,  believe 
it  or  not,  is  B.J.  Cornstubble. 


Mink-lined  diplomacy 

Could  furs  help  warm  relations  be- 
tween the  U.S.  and  the  Soviet 
Union?  The  Reagan  Administration 
thinks  so  and  wants  to  lift  restrictions 
on  seven  imported  Russian  furs,  in- 
cluding mink,  fox  and  muskrat.  But 
Commerce  Secretary  Malcolm  Bal- 
drige,  who  recently  pleaded  the  case 
before  the  House  of  Representatives, 
is  running  into  opposition.  The  Wild- 
life Legislative  Fund  of  America,  a 
Washington,  D.C. -based  combination 
of  animal  lovers  and  fur  trappers,  says 
Soviet  furs  could  devastate  domestic 
trappers  and  wildlife  balances.  Bal- 
drige  argued  that  the  U.S.S.R.  export- 
ed very  limited  quantities  of  four  of 
the  banned  pelts — ermine,  kolinsky 
(an  Asian  mink),  weasel  and  muskrat. 
No  threat  there.  As  for  mink,  U.S. 
ranchers  produce  the  finest  in  the 
world,  he  said,  and  export  about  80% 
of  it.  American  fox  trappers,  he  added, 
would  not  compete  directly  with  So- 
viet fox  farms.  Moreover,  he  argued, 
fur  coats  now  imported  from  Europe 
could  be  made  here  with  Russian 
skins,  implying  a  benefit  for  the  $1.4 
billion  U.S.  retail  fur  industry. 


What  price  foreign  aid? 

American  aid  to  Third  World  na- 
tions often  does  more  harm  than 
good,  says  a  study  by  the  Cato  Insti- 
tute, a  conservative  Washington,  D.C. 
think  tank,  based  on  reports  from  the 
General  Accounting  Office  and  the 
Agency  for  International  Develop- 
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i  ment.  AID  put  more  than  $250  mil- 
j  lion  into  land  reform  in  El  Salvador, 
I  for  example,  and  coffee  production 
B  fell  30%,  says  author  James  Bovard,  a 
j  Cato  policy  analyst.  Foreign  aid  funds 
|  also  go  to  support  unwieldy  public 
I  payrolls,  he  says.  In  Zambia,  civil  ser- 
J  vice  salaries  add  up  to  20%  of  the 
i  country's  gross  national  product,  says 
an  International  Monetary  Fund  offi- 
cial quoted  in  the  report.  In  fact,  a 
I  new  word  in  Swahili,  the  lingua  fran- 
i  ca  of  East  Africa,  has  been  coined  for 
i  government  officials:  ivabenzi,  or 
I  "men  of  the  Mercedes-Benz." 


The  highway  toll 

When  the  federal  government  in- 
stalled the  55mph  speed  limit  in 
1 1974,  traffic  fatalities  fell  17%.  Then, 
drivers  apparently  began  backsliding, 
and  fatalities  started  climbing — from 
i  47,878  in  1977  to  51,093  in  1979, 
f  where  they  leveled  off  and  declined 
]  once  more  to  44,241  in  1984,  the 
i  most  recent  year  tallied.  That's  less 
|  than  in  1974.  What's  going  on?  One 
!  big  reason  for  the  most  recent  dip  in 
.  fatalities,  says  the  Department  of 
i  Transportation:  seat  belts.  Seventeen 
[  states  and  the  District  of  Columbia 
'  now  have  mandatory  seat  belt  laws, 
I  and  other  states  are  leaning  toward 
*  them.    Other    factors:  campaigns 
;  against  drinking  and  driving,  includ- 
ling  the  trend  to  a  21 -year  drinking 
'  age  and  laws  holding  hosts  responsi- 
;  ble  for  drunken  guests  who  drive. 
There  is  still  a  long  way  to  go:  More 
;  than  half  the  traffic  deaths  in  1984 
involved  alcohol,  says  the  DOT.  And 
'  if  all  drivers  and  front  seat  passengers 
buckled  up,  the  number  of  deaths 
/would   probably   drop   by  another 
10,400  a  year. 


:  Companies  and  schools 

For  the  next  five  years  a  major  cor- 
porate concern  will  be  the  quality 
1 1  of  education  in  primary  and  second- 
; '  ary  schools,  says  a  new  study  by  the 
\  i  Conference  Board,   the  New  York 
I! City-based  business  group.  The  board 
i  surveyed  140  companies  and  found 
education  the  community  issue  most 
I  likely  to  command  rising  corporate 
|  attention.  (Others  include  the  aging, 
health  care  and  unemployment.)  But 
the  new  corporate  interest  in  educa- 
i  tion  is  motivated  more  by  the  need  for 
"corporate  responsibility"  in  commu- 
nity affairs  than  concern  with  the  ef- 
fects of  poor  education  on  the  work 
i  force,  the  study  says. 


Oil  and  the  arts 

Even  Texans,  it  seems,  now  think 
twice  about  money.  A  year  ago 
Roger  Wallace,  a  San  Antonio  invest- 
ment manager,  decided  that  a  fitting 
touch  for  this  year's  Texas  sesquicen- 
tennial  would  be  a  production  of  Rob- 
ert Wilson's  91/2-hour  CIVIL  warS  (the 
author's  spelling),  a  Dada-esque,  mul- 
timedia extravaganza  involving  539 
actors,  musicians  and  technicians 
that  would  cost  about  $5.6  million  for 
14  performances.  (It  has  never  been 
staged  in  its  entirety.)  Wilson,  a  43- 
year-old  Texan,  concurred,  and  the 
University  of  Texas  agreed  to  stage  it. 


Sullivan,  the  New  York  City-based 
researchers.  The  devices  store  mes- 
sages in  a  central  hard-disk  memory 
that  recipients  can  check  later.  The 
market  for  the  systems,  which  can 
either  plug  into  telephone  switch- 
boards or  stand  alone,  was  estimated 
at  $140  million  last  year  and  may 
reach  $340  million  by  1989,  when  8% 
of  businesses  and  government  agen- 
cies should  have  them,  the  report 
says.  Full  systems  cost  from  $20,000 
to  $100,000,  depending  on  the  num- 
ber of  features  and  users,  and  are  now 
offered  by  more  than  30  vendors,  in- 
cluding VMX,  Commterm  and  IBM's 
Rolm  subsidiary. 


Robert  Wilson's  version  of  civil  war 
Too  big  for  Texas? 


Wallace,  Laurence  Miller,  director  of 
Austin's  Laguna  Gloria  Art  Museum, 
and  Louisa  Sarofim,  head  of  the  Hous- 
ton Ballet,  started  fundraising.  By  Feb- 
ruary they  had  come  up  with  more 
than  $4  million,  largely  from  Texas 
foundations,  corporations  and  indi- 
viduals— including  a  $1  million  grant 
from  Texas'  Brown  Foundation.  But 
they  needed  another  $1.6  million  be- 
fore Apr.  1,  and  Wallace  decided  that 
was  cutting  it  too  fine  for  the  sesqui- 
centennial.  If  the  donors  consent,  he 
wants  Wilson  to  produce  something 
shorter — and  less  expensive. 


Gotcha! 

Telephone  tag" — those  endless  ex- 
changes of  busy  signals  and  don't- 
answers — may  soon  be  a  thing  of  the 
past.  Computer-based  systems  that 
allow  communication  without  per- 
son-to-person connection  are  gaining 
ground,  says  a  new  report  by  Frost  & 


Reading  with  Reagan 

Now  it  costs  even  more  to  find  out 
how  much  Uncle  Sam  is  spend- 
ing. The  Government  Printing  Office 
wants  $13  for  a  copy  of  Ronald  Rea- 
gan's new  $994  billion  budget.  If  you 
want  the  seven  supplementary  vol- 
umes— appendix,  budget  in  brief,  spe- 
cial analysis,  management,  analysis 
D,  historical  tables  and  major  initia- 
tives— the  total  of  3,170  pages  comes 
to  $71.  Jimmy  Carter's  506-page  bud- 
get for  fiscal  1979  cost  $5.65  a  copy,  or 
$23.90  with  the  three  extra  volumes 
of  the  2,050-page  set.  A  copy  of 
Dwight  Eisenhower's  1,180-page  fis- 
cal 1957  budget  could  be  had  for  $6.50 
20  years  ago,  and  the  entire  four-vol- 
ume set — including  a  354-page  appen- 
dix, a  220-page  presidential  budget 
message  and  summary  budget  state- 
ment and  a  54-page  budget  in  brief — 
cost  only  $10. 
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Follow-Through 


THE  KNICKERBOCKER 
CHICAGO 


A  proud  history  repeats  itself. 

During  the  1920s,  The  Knickerbocker 
I  lotel  proudly  began  a  history  of  taste  and 
elegance  on  Chicago's  Gold  Coast. 

.Today,  its  lobby,  rooms,  restaurants, 
and  services  continue  in  this  tradition  of 
grace  and  charm.  Come  visit  The 
Knickerbocker... as  we  carry  on  our 
proud  history. 

At  the  Top  of  the  Magnificent  Mile. 
Walton  Place  at  North  Michigan  Avenue, 
(800)  621-8140,  (312)751-8100 

rwiTRRTOjibTELS' 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  212-620-2243 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$42  □  3  years  $84  (the  equivalent  of 
one  year  free).  Canadian  orders,  1  year 
$77C,  3  years  $173C.  Orders  for  other 
countries  add  $25  a  year  to  U.S.  rate.  By 
air  to  Europe,  add  $35. 

ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name      (please  print] 


New  Address 


City 


State 


Zip 


Date  of  address  change 


F-4X26 


As  the  Crow  flies 

Dallas  builder  Trammel  Crow  was 
ignoring  the  recession  in  1982. 
His  companies,  with  $2.7  billion  in 
gross  assets,  had  started  or  planned 
more  new  construction  in  1981  and 
1982  than  any  other  U.S.  developer. 
Crow  had  blueprinted  $2  billion  in 
construction  projects  over  the  next 
three  years.  In  Dallas  alone  he  was 
building  a  9-million-square-foot 
wholesale  market  center,  a  542-room 
luxury  hotel  and  a  25-acre,  $30  mil- 
lion film  and  video  complex.  Crow 
reasoned  that  trade  marts  were  reces- 
sion-proof, since  manufacturers  need 
to  display  their  goods  in  bad  times, 
too.  The  hotel  would  serve  the  center, 
and  the  movie-TV  center  would  serve 
a  growing  demand  for  such  facilities 
(Forbes,  June  7,  1982). 

Crow  built  his  first  hotel,  the  1,600- 
room  Anatole  in  Dallas,  in  1979.  Next 
he  added  the  500-room  Waverly  in 
Atlanta  and  the  420-room  Hamilton 
Lakes  in  Chicago.  He  signed  Stouffer 
and  Loews  to  manage  them.  But  when 
he  built  Dallas'  Market  Center  Hotel 
in  1982,  he  set  up  Wyndham  Hotels  to 
manage  it  and  others  he  planned.  In 
1984  he  brought  in  Jacob  (Jerry)  Best,  a 
former  Marriott  and  Ramada  man,  to 
run  the  show. 

Since  then  Crow  has  built  or  bought 
6  more  hotels,  and  Wyndham  man- 
ages 15  in  all — some  for  outsiders — 
including  6  in  Texas,  6  in  the  Caribbe- 
an and  a  new  one,  the  Bristol,  in 
Washington,  D.C.  In  three  years 
Wyndham's  revenues  have  reached 
$200  million  a  year. 

Despite  a  glut  of  hotel  rooms  in 
many  large  cities,  the  growth  will  not 
stop  there.  "We  believe  that  we  need 
to  get  a  presence  in  some  of  the  major 
gateway  markets,"  Best  says.  The  ob- 
jective? Perhaps  35  Wyndham  Hotels 
by  1990  that  will  rival  Hyatt  and  Mar- 
riott in  markets  like  Chicago,  Atlan- 
ta, Boston  and  San  Francisco. 

If  anyone  can  do  it,  Trammel  Crow 
can.  But  these  hotels  are  not  going  up 
just  anyplace.  "We  have  to  have  the 
right  location  and  the  right  city,"  Best 
says.  That  means  taking  advantage,  in 
part,  of  Crow's  developments  and  of- 
fice parks  in  50  cities.  (This  was  the 
rationale  for  the  Wyndham  Dallas 
Market  Center  Hotel.)  Crow  has  at 
least  six  new  hotels  planned  or  under 
construction  at  an  average  cost  of 
$60,000  to  $120,000  per  room.  They 
include  a  487-room,  $56  million  hotel 


in  northwest  Austin,  another  near  a 
planned  Palm  Springs,  Calif,  conven- 
tion center,  suburban  hotels  in  the 
Dallas  and  Chicago  areas  and  one  ho- 
tel catering  to  the  button-down  boys 
from  IBM  in  Poughkeepsie,  N.Y. 


King  of  the  futures 

Flour  years  ago  John  F.  (Jack) 
Sandner  was  winding  up  three 
years  as  chairman  of  the  Chicago  Mer- 
cantile Exchange.  At  40,  he  had  been  a 
school  dropout,  a  teenage  amateur 
featherweight  sensation,  a  college 
graduate,  a  practicing  lawyer  and  a 
self-made  millionaire  as  chief  execu- 
tive of  the  Chicago  commodity  trad- 
ing firm  Rufenacht,  Bromagen  & 
Hertz.  "I  think  people  should  change 
careers  every  seven  or  eight  years,"  he 
said  (Forbes,  Feb.  1,  1982). 

Today  Jack  Sandner  is  still  a  com- 
modities trader  and  has  just  resumed 
the  chair  of  the  Mercantile  Exchange, 
only  the  second  time  in  its  90-year 
history  that  a  chairman  has  been  re- 
called. But  he  still  believes  in  change. 
"I've  stayed  in  the  same  industry,"  he 
says,  "but  the  industry  has  changed." 

During  his  first  stint  as  chairman  he 
supervised  a  controversial  increase  in 
the  number  of  seats  on  the  exchange, 
from  1,300  to  more  than  1,600.  Those 
years  also  saw  the  emphasis  shift  from 
commodities  like  cattle  and  gold  to 
financial  futures.  Sandner  lobbied  for 
contracts  based  on  the  S&P's  500  index 
and  on  Eurodollars.  Now,  80%  of  the 
Mercantile  Exchange's  business  is  in 
financial  futures,  he  says. 

The  exchange  has  altered  along 
with  its  business.  "Growth  is  geomet- 
ric," Sandner  says.  It  has  also  gone 
international.  Besides  its  six-year-old 
London  office,  it  now  has  a  link  to 
Singapore's  money  exchange,  and 
Sandner  will  have  a  marketing  office 

Richard  Favem* 


Chicago  trader  Jack  Sandner 
Changing  with  his  industry. 
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Expertise 

The  mark  of  an  outstanding  bank 


In  foreign  exchange,  precious  metals,  money 
and  capital  markets,  you  want  specifics. 
The  kind  of  specifics  only  a  bank  with  profound 
expertise  can  provide. 

UBS  -  the  expert  bank. 


UBS  in  the  United  States 

Branch  Offices 

299,  Park  Avenue 
New  York,  NY  10171 

30,  South  Wacker  Drive 
Chicago,  IL  60606 

444,  South  Flower  Street 
46th  Floor 

Los  Angeles,  CA  90071 


Representative  Offices 

Suite  4500 
1100  Louisiana 
Houston,  Texas  77002 

One  Embarcadero  Center 
Suite  3805 

San  Francisco,  CA  94111 

UBS  Offices  in  Canada 

Calgary,  Montreal,  Toronto 


Head  Office 

Union  Bank  of  Switzerland 
Bahnhofstrasse  45 
CH-8021  Zurich 


Union  Bank 
of  Switzerland 


On  hiring  "No  one  can  be  right  all  of  the  time,  but  it  helps  to  be  right  most  of  the  time" 
Robert  Half  on  Hiring  by  Robert  Half  (Crown) 

Don't 

settle 
for 
second 
best. 

Using  a  specialist  will  increase  your  success  in 
hiring  accounting,  financial  and  edp  personnel— and 
using  Robert  Half,  the  most  experienced  personnel 
specialist,  will  increase  your  chance  of  success  even 
more.  Here's  why: 

•  You'll  be  getting  highly  personalized  service  from 
professionals  who  understand  your  financial  and 
edp  needs. 

•  You  won't  waste  time  with  unqualified  candidates. 
(We'd  prefer  not  to  fill  the  job,  rather  than  refer 
someone  who  doesn't  fit. ) 

•  You'll  have  the  advantage  of  the  resources  of  the 
largest  organization  in  the  financial  and  data  pro- 
cessing personnel  field,  with  offices  on  three 
continents. 

•  You  pay  nothing  unless  we  fill  the  job.  And,  we  back 
each  and  every  placement  with  a  liberal  guarantee. 

Next  time  you're  looking  for  an  accountant,  financial 
or  edp  professional,  call  a  nearby  Robert  I  lalf  office. 
You'll  be  glad  you  did. 


BTi  ROBERT 
ft  HALF 

■B^n  accounting,  financial  and  edp 
MriHM  personnel  specialists 


©  198S  Robcn  I  lalf  International  Inc  All  offices  independently  owned  and  operated 


in  Tokyo  within  six  months. 

He  also  faces  new  regulatory  head- 
aches. The  Commodity  Futures  Trad- 
ing Commission  bared  its  teeth  last 
year,  proposing  new  capital  require- 
ments for  pit  brokers  and  tighter  rules 
for  record-keeping  on  trades.  The  Se- 
curities &.  Exchange  Commission  and 
new  committees  on  Capitol  Hill  are 
getting  into  the  act.  Rival  trading  ex- 
changes have  moved  in  with  stock 
options.  Traders  are  furious  with  the 
commodity  commission  but  Sandner 
does  not  want  the  SEC  to  meddle. 

Sandner  says  his  reelection  as  chair- 
man means  that  the  members  want 
him  to  maintain  "program  continui- 
ty." One  program  he  intends  to  main- 
tain is  to  keep  as  much  futures  trading 
as  possible  right  where  it  is.  Para- 
phrasing Gertrude  Stein,  he  says:  "A 
future  is  a  future  is  a  future." 


Caught  in  traffic 

New  York  City  meter  maids  issue 
10  million  parking  tickets  every 
year,  perhaps  $200  million  worth.  But 
scofflaws  cannot  be  tracked  with 
handwritten  tickets,  and  illegible 
ones  are  void,  so  $50  million  or  so  is 
lost.  Enter  Citisource,  Inc.,  a  local 
firm,  with  a  6-pound  hand-held  com- 
puter to  print  tickets,  flag  chronic  of- 
fenders and  eliminate  the  handwrit- 
ing problem.  Last  year  New  York  gave 
the  company  a  five-year,  $22  million 
contract  to  write  tickets  for  73.5  cents 
each  (Forbes,  Mar.  11,  1985). 

But  when  the  city  Parking  Viola- 
tions Bureau  exploded  in  scandal  this 
year  (the  director  resigned  and  the 
deputy  director  was  indicted  for  tak- 
ing bribes),  Citisource  was  caught  in 
the  fallout.  The  city  said  it  hadn't  met 
its  obligations  and  voided  the  con- 
tract. "They  indicated  in  the  proposal 
that  they  had  a  working  model,"  said 
Frederick  A.O.  Schwarz  Jr.,  the  city's 
corporation  counsel,  "and  it  is  quite 
apparent  that  they  do  not." 

Citisource  says  it  has  put  $1.7  mil- 
lion into  the  device  and  threatens  "ap- 
propriate legal  action"  if  its  contract 
is  not  restored.  But  Mayor  Koch  says 
the  city  shouldn't  have  made  the  deal 
in  the'first  place  because  the  contract 
was  flawed.  It  doesn't  help  that  a  prin- 
cipal of  the  company,  Stanley  Fried- 
man, is  a  former  deputy  mayor  and 
head  of  the  Bronx  County  Democratic 
Committee,  raising  the  specter  of 
conflict  of  influence.  Meanwhile, 
Citisource  stock  has  plunged  from  a 
high  of  143/4  last  year  to  3  recently, 
and  company  records  have  been  sub- 
poenaed by  federal  law  officers. 
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TOSHIBA 
KNOWS  WHAT 

YOU'D  LIKE  TO  DO 

HYOUR 
COPIER. 


You'd  like  to  reduce  and 
enlarge.  Copy  edge  to  edge. 
Get  the  right  exposure, 
aid  even  add  a  little  color  to  your 
fork.  Without  adding  hassles 
)  your  life.  Or  taking  a  big  bite  out 
f  your  budget. 

If  it  sounds  like  we  know  what 
^  re  talking  about,  it's  because 
re  make  the  copier  you've  been 
)oking  for.  The  Toshiba  BD-4121 
•hromaTouch!MThe  copier  with 
lie  features  you  shouldn't  be 
oing  without. 

ZOOM.  Down  to  71%  of  original, 
p  to  122%. With  presets  at  65%, 
8%,  100%  and  122%. 

VIP.  Visual  Image  Projec- 
on  shows  exactly  what's  going 
a  inside  the  copier. 

ACE.  Automatic  Controlled 
xposure  looks  at  the  original, 
measures  its  shades  and  adjusts 
tposure.  All  in  an  instant. 


EDGE  TO  EDGE.  Complete 
copies  all  the  time.  Side  to  side. 
Top  to  bottom. 


COLOR  AT  A  TOUCH. 

Pushing  one  button  lets  you  go 
from  black  to  a  second  color. 
Presto.  Change 

What's  more,  ChromaTouch 
does  all  it  does  at  14  copies  a 
minute.  While  offering  an  option- 
al ability  to  sort. 

Toshiba  means  Quality  in. 
Quality  out. To  see  the  Toshiba 
BD-4121  ChromaTouch  in  action, 
send  us  this  coupon.  Or  call.  We 
think  youll  like  what  you  hear. 

1-800-457-7777 


r 
i 
i 
i 


AND  HOW  TO 

DOIT. 

I  need  a  copier  that  does  everything  I  want  at  a  price  I  can  afford. 
Please  send  me  information  about  your  BD-4121  ChromaTouch  Copier. 


Name 


F310 


Company 
Address  _ 
City  


I 
I 
I 
I 


Zip 


Phone  _L 


) 


To:  Toshiba  America,  Inc.  Copier  Products 
Division,  2441  Michelle  Drive.Tustin.CA  92* 
Or  call:  1-800-457-7777. 


In  Touch  with  Tomorrow 

TOSHIBA 


Readers  Say 


Comrade  Brer 

Sir:  Re  "The  Way  The  Kremlin's  Flip- 
ping Its  Lid  Over  'Star  Wars'  "  (Fact 
and  Comment,  Feb.  10).  In  your  own 
words,  if  the  unnamed  top  Soviet  ex- 
pert thinks  our  proposed  way-out 
space  defense  would  be  "useless 
junk,"  he'd  "try  every  trick  in  the 
book  to  get  us  to  waste  defense  $bil- 
lions  on  that  'junk.'  "  Only  greed  (cer- 
tainly not  stupidity)  could  blind  you 
to  the  fact  that  Gorbachev  has  done 
exactly  that. 
— Gerald  Perreau 
Los  Angeles,  Calif. 

Sir:  One  wonders  if  the  Russians  have 
a  folktale  about  Uncle  Boris,  Nikolai 
Rabbit  and  the  potato  patch. 

— Yale  Emmer 
Englishtown,  N.J. 

Sir:  Throughout  history  'Maginot 
Line'  type  defenses  have  always  been 
rendered  useless  by  clever  (and  usual- 
ly simple)  flanking  action. 

— AD.  Fliason 
Santa  Barbara,  Calif 

Sir:  It  looks  like  another  Sergeant 
York  boondoggle. 

— Stanley  Froud 
Netv  York,  N.Y. 


Personal  reason 

Sir:  I,  too,  am  concerned  about  the 
doctor  glut  (Feb.  10),  but  for  the  non- 
economic  reason:  Underutilization 
will  breed  inexperience — a  danger  to 
our  health.  There  is  no  substitute  for 
hands-on  experience  in  medicine. 

Perhaps  George  Bernard  Shaw  saw 
all  this  coming  when  he  said:  "Beware 
the  poor  physician." 
—Robert  Kotler,  M.D.,  F.A.C.S. 
Los  Angeles,  Calif. 


In  to  stay 

Sir:  We  were  surprised  that  Forbes 
chose  to  revive  the  very  tired  and  old 
speculation  that  Honeywell  is  with- 
drawing from  the  computer  business 
("Strategic  withdrawal,"  Feb.  10). 

The  Information  Systems  business 
has  long  been  Honeywell's  greatest 
source  of  revenue  and  now  is  our  larg- 
est source  of  operating  profit  as  well. 
By  itself,  it  would  rank  among  the  top 
200  U.S.  industrial  firms.  It  has  con- 
tinued to  introduce  new  products. 


Information  Systems  makes  it  pos- 
sible for  Honeywell  to  be  a  force  in 
office  automation  and  integrated 
building  systems.  The  fact  is,  we 
would  not  have  achieved  a  presence  in 
these  markets  if  we  did  not  have  a 
solid  computer  capability. 

We  have  been  in  the  computer  busi- 
ness for  31  years  and  have  done  much 
recently  to  build  a  stronger  business 
and  to  secure  a  long-term  future  in  it. 
Hardly  a  "withdrawal"  scenario. 
— Mario  P  Santrizos 
Vice  President-Communications, 
Honeywell  Inc. 
Minneapolis,  Minn. 


Chews  out  MSF 

Sir:  The  sophomore  who  created  this 
so-called  cartoon  needs  help.  The 
Forbes  staffer  who  selected  it  for  in- 
clusion in  your  Other  Comments 
Qan.  27)  should  be  chewed  out.  (No 
pun  intended.) 
— Morris  M.  Znckerman 
Chicago,  111. 

If  I  agreed  with  you,  I'd  have  to  chew 
me  out.  I  don't,  so  1  won't. — MSF 


Chronicle  Features 


"Oh  hey!  I  just  love 
these  things!      Crunchy  on 
the  outside  and  a  chewy  center!' 


Lawyers 

Sir:  It  has  become  legend  almost  that 
Forbes'  eager  exercise  of  its  First 
Amendment  right  to  bash  lawyers 
("Order  in  the  court,"  Jan.  27)— espe- 
cially plaintiffs'  lawyers — is  matched 
only  by  its  passionate  embrace  of  the 
insurance  industry  and  others  who 
would  weaken  another  right,  the  right 
of  injured  victims  to  a  jury  trial. 
—Robert  J.  Havel 
Director-Public  Relations, 
The  Association  of  Trial  Lauyers 

of  America 
Washington,  D  C. 

Sir:  The  new  federal  court  rules  im- 
plementing sanctions  against  costly 


and  dilatory  tactics  by  some  lawyers 
is  indeed  welcome  news  to  defen- 
dants in  civil  suits. 

The  National  Coalition  for  Litiga- 
tion Cost  Containment  is  striving  for 
just  this.  We  strongly,  urge  all  the  fed- 
eral courts  to  follow  the  lead  of  the 
judges  in  New  York,  Chicago  and  San 
Francisco. 
— Grant  P.  DuBois 
National  Coalition  for  Litigation 

Cost  Containment 
Chicago,  III 

Sir:  Remember  this  riddle:  Why  don't 

sharks    bite    lawyers?  Professional! 

courtesy. 

— Stan  Vorgias 

Union,  III 

Sir:  You  have  been  relying  almost 
completely  on  information  and  statis- 
tics from  the  insurance  industry. 

These  decisions  are  made  by  12 
men  and  women  who  have  heard  the 
evidence  presented.  It  is  impossible  tc 
mislead  12  ladies  and  gentlemen  cho- 
sen for  a  jury  when  you  have  compe- 
tent lawyers  on  both  sides. 
— William  A  Allison 
Bloomington,  III 

Sir:  Forbes:  Capitalist  Fool.  Do  no 
renew  my  subscription. 

— Herbert  L.  Bernsteen 
Attorney-at-law, 
Cleveland,  Ohio 


Knowledgeable  quote 

Sir:  Re  Thoughts  on  the  Business  oi 

Life  (Feb   10).  One  of  my  favorite 

sayings  that  I  quote  repeatedly  wher 

meeting  with  my  associates  is  the  one 

by  Yukio  Mishima,  which  goes:  "Tc 

know  and  not  to  act  is  yet  to  know." 

— Roberto  C  Goizueta 

Chairman. 

Tlje  Coca-Cola  Co 

Atlanta,  Ga. 


New  word 

Sir:  Your  Fact  and  Comment  (Feb.  10 
approving  of  "drizmal"  for  "disma 
and  drizzling"  reminded  me  of  a  simi 
lar  incident.  While  working  at  WJT> 
in  Jamestown,  N.Y.,  I  blurted  ou 
"bleakend"  instead  of  "bleak  week 
end"  during  a  weather  report. 
— David  O  'Connor 
Erie,  Pa. 
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Does  McKesson  stock 
meet  your  tough  investment  criteria? 
Invest  30  seconds  to  find  out. 


"\7T70 

1. 

Has  the  return  over  the  past  ten  years 
averaged  19%  a  year? 

0 

2. 

Are  earnings  per  share  up  10%  for  the  current 
fiscal  year? 

0 

3. 

Is  the  yield  around  5%  ? 

0 

4. 

Are  earnings  relatively  free  from  fluctuations 
in  the  economy  and  interest  rates? 

0 

5. 

Are  acquisitions  expected  to  accelerate  the 
company's  profitable  growth? 

0 

6. 

Is  the  company  a  leader  in  one  of  the  fastest 
growing  segments  of  the  U.  S.  economy? 

0 

McKesson  (MCK-NYSE)  is  the  leading  distributor  of 
drugs  and  health  and  beauty  aids,  one  of  the  nation's  fastest 
growing  industries.  Our  computerized  nationwide  distri- 
bution network  serves  a  wide  range  of  health  care  and  retail 
businesses— from  drugstores,  hospitals  and  veterinarians 
to  stationers,  supermarkets  and  mass  merchandisers,  with 
annual  sales  of  over  $6  billion. 

To  learn  more,  write  us  or  call  (800)  952-5656. 

MtKesson 

Masters  of  Value-Added  Distribution 

One  Post  Street,  San  Francisco,  CA  94104 


Its  such  universally  sound  advice,  it  can  be 
offered  in  any  tongue  and  followed  in  any  land: 
work  with  the  best  in  the  business.  In  Indonesia, 
where  executives  of  the  Timurjauh  company 
faced  the  task  of  creating  the  first  health  care 
insurance  system  in  the  worlds  fifth  most 
populous  nation,  the  strategy  was  "bekerja 
dengan  mutu  yang  tinggi  dalam  bidang  bisnis'—find  the  best 
in  that  business.  They  found  /Etna.  Across  the  South  China  Sea 


in  Hong  Kong,  the  Bank  of  East  Asia 
sought  a  joint  venture  to  market  life 
insurance.  Their  partner? /Etna.  Why 
/Etna?  Same  rationale,  although  in 
Chinese  (thats  it  at  the  top  of  this  ad)  it 
has  a  character  all  its  o  wn.  In  Spain, 
where /Etnas  partner  is  Banco  Hispano 
Americano,  the  logic  runs  "trabaja  siempre  con 
los  mejores  de  la  industriarin  every  language, 
the  bottom  line  is  the  bottom  line. 


WORK 
WITH 
THE 


BEST 
IN  THE 

BUSINESS 


£tna  Life  Insurance  Company 
>ttna  Life  Insurance  and  Annuity  Company 
151  Farmington  Avenue,  Hartford.  CT  06156 


With  all  thy  getting  get  understanding 


Fact  and  Comment 


By  Malcolm  S.  Forbes,  Editor-in-Chief 


IS  GRAMM-RUDMAN  GUTTED? 


The  three  judges'  unanimous  decision  in  D.C.'s  federal 
district  court  pulled  all  the  molars  from  Gramm-Rudman's 
compulsory  bite  and  makes  it  unlikely  that  the  Supreme 
Court  will  reverse  the  findings  of  unconstitutionality. 

Without  the  law's  mandating  a  balanced  budget  in  five 
years  by  a  rigid  across-the-board  formula,  Gramm-Rudman 
becomes  little  more  than  an  expression  of  desire  for  fiscal 
piety — like  an  endorsement  of  motherhood  and  apple  pie. 

Only  one  thing  can  make  Gramm-Rudman's  first-year 
(and  possibly  the  second)  objectives  still  achievable — some 
additional  revenue. 

Even  the  fiercest  budget  slashers  agree  that,  as  the  law 
was  written,  to  meet  the  necessary  first-year  cuts  would 
require  some  unsustainable  rollbacks.  Such  as  knocking 
off  big  numbers  of  air-safety  and  traffic-control  people  at  a 
time  when  air-crash  deaths  are  soaring.  Or  cutting  the 


number  of  IRSers,  whose  activities  produce  hundreds  of 
Smillions  that  "forgetful"  owers  owe  but  forgo  paying. 

The  second  year  of  Gramm-Rudman-legislated  reduc- 
tions would  nearly  wipe  out  more  government  functions 
that  none  but  the  nuttiest  would  think  are  not  essential. 

By  passing  a  gas  tax  and  an  imported-oil-per-barrel  tariff, 
some  $20  billion  of  additional  revenue  would  enable  the 
White  House  and  Capitol  Hill  to  lessen  cuts  that  might  hit 
jugulars.  With  gasoline  and  oil  prices  scheduled  shortly  for 
another  slide,  such  a  tax  would  simply  lessen  the  drop,  not 
raise  the  price.  By  not  taking  advantage  of  this  compara- 
tively painless  source,  Gramm-Rudman  is  going  to  be 
strangled  by  its  own  rigidity. 

By  tapering  Gramm-Rudman's  intended  impact  with 
some  new  revenues,  the  great  bulk  of  its  cutting  thrust 
might  yet  be  achieved.  For  the  first  year,  anyway. 


NOT  ALL  OUR  SPENDING  IS  SPENDING 


A  goodly  chunk  is  indisputable  investment.  That  word 
covers  a  wider  spectrum  than  we  sometimes  realize. 

Investment  doesn't  mean  just  buying  stocks  or  mutual 
funds  or  life  insurance  and  the  like.  For  people,  buying 
habitat  is  a  most  major  investment.  So,  too,  education. 

Not  all  federal  spending  is  spending  either,  as  pointed 
out  in  Forbes  (Dec.  16,  1985): 

"Some  of  it  is  investment  in  bridges,  highways  and  space 
shuttles.  Does  it  make  sense  to  count  a  road  as  'consumed' 


the  day  it  opens  to  traffic?  As  for  space  shuttles,  who  is  to 
say  what  that  investment  will  yield?  Did  15th-century 
Europeans  have  an  inkling  of  where  Columbus'  voyage 
would  lead?  As  far  as  the  Spanish  exchequer  was  con- 
cerned, that  expedition  was  just  another  expenditure." 

For  companies,  not  spending  on  R&D  and  marketing 
"saves"  only  one  thing — their  having  any  future. 

It's  pretty  necessary  to  keep  in  mind  the  elementary  fact 
that  not  all  spending  is  spending. 


BOOTING  IACOCCA  WAS  SO  DUMB 


In  major  measure  it's  been  Lee  Iacocca's  dynamite  drive 
that's  not  only  raised  $240  million  of  the  $233  million  first 
estimated  to  be  needed  to  restore  the  Statue  of  Liberty,  but 
has  been  key  to  getting  the  whole  country  turned  on  about 
this  Fourth  of  July  unveiling. 

To  make  him  responsible  for  raising  the  money  and  then 
to  complain  that  he  shouldn't  chair  the  committee  that 
will  advise  on  its  spending  because  "there  might  be  a 
conflict  of  interest"  doesn't  wash.  Short  of  giving  con- 


struction contracts  for  redressing  the  Lady  to  his  own 
family,  or  replacing  Liberty's  torch  with  a  Chrysler, 
where's  the  conflict? 

It's  another  classic  case  of  Washington  power  machi- 
nations. And  the  fact  that  many  around  the  Country 
keep  urging  Iacocca  to  run  for  the  presidency  doesn't 
help  either. 

Most  Americans  are  going  to  be — properly — sore  over 
this  silly,  insulting  action. 
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YOU  BET  CRIMINALS'  ILL  GOTTEN  GAINS  SHOULD  BE  GRABBED 


not  only  by  the  federal  government,  but  by  every  state 
government  as  well. 

Legally  plundering  all  that's  been  bought  with  crimi- 
nal plunder  is  elemental  good  sense. 

Without  specific  legislation,  it  appears  that  drug  deal- 
ers, crooks  and  racketeers  can  stash  their  take  with  ways 


and  means  that  make  it  legally  untouchable. 

The  illegal  dough  flows  into  homes,  jewels,  planes 
cars,  boats,  art  and  every  conceivable  goody — in  the 
names  of  other  family  and  "family"  members. 

Where  they're  lacking,  let's  get  laws  that  laser  in  on  all 
the  locatable  loot. 


MOVING  ON  HOUSING,  NOT  WAREHOUSING,  HOMELESS  FAMILIES 

The  most  wrenching  human  need  in  America's 
biggest  cities  has  long — too  long — been  minimally 
livable  housing  for  low-to-lowest  income  families. 

Many  have  been  terrorized  out,  burned  out,  turned 
out  of  tenements  that  were  their  homes.  The  prob- 
lem for  the  impoverished  isn't  heartless  landlords.  It 
is  owners  who  walk  away  from  tenements  hopeless- 
ly drowning  in  red  ink.  Junkies  and  every  form  of 
rampant  crime  take  over  in  areas  pocked  by  spread- 
ing abandonment. 

These  days  there's  widening  public  horror  at  what's 
happening  to  homeless  mothers  with  young  children 
who  are  stuffed  by  the  dozens  into  armories  and 
abandoned  schools.  Or — at  high  cost — into  hotels  that 
swiftly  become  snake  pits  of  vice  and  schools  of  crime 
at  the  hands  of  teenaged  and  older  Fagins. 

As  a  people,  Americans  care  when  the  lives  of 
mothers  and  kids  are  brutalized,  degraded;  when 
homeless  families  are  pushed  deeply  down,  totally 
out  by  forces  beyond  their  comprehension  and  that 
they  have  no  power  to  affect. 

Big-city  people  may  avert  their  eyes  when  encoun- 
tering on  the  streets  an  alcoholic  or  drug  addict  or 
someone  mentally  disturbed.  Urbanites  may  grow 
accustomed  to  seeing  lost,  shriveled,  impoverished 
single  souls  prone  on  park  benches,  sidewalk  grates 
and  other  places.  But  seeing  families  with  children 
who  have  no  shelter  jolts  America's  city  citizenry. 

Among  concerned  officeholders,  aroused  media 
and  a  growing  outraged  public  there  is  a  determina- 
tion to  handle  this  complex  problem  for  which  there 
is  no  instant  solution. 

In  New  York  City  major  religious  groups  and 
individual  congregations  have  addressed  the  difficul- 
ties with  widely  varying  approaches  and  some  nota- 
ble successes,  though  on  a  scale  small  in  relation  to 
the  numbers  of  homeless  families.  The  Red  Cross 
and  several  other  venerable  charitable  causes  have 
also  labored  hard  and  had  some  impact. 

In  recent  months  one  man,  Leonard  Stern,  has 
become  a  powerful  catalyst  for  the  groups  who've 


long  been  dealing  with  the  issue,  and  a  public  that 
wants  solutions.  Forty-seven-year-old  Stern,  one  of 
America's  richest,  is  toughly  determined  and  long- 
experienced  in  home  construction  and  real  estate. 

For  starters  he  has  come  up  with  a  plan  (see  Other 
Comments,  p.  20)  to  provide,  through  private  and 
foundation  funds,  2,000  units.  He  is  now  sizably 
helping  to  fund  and  bring  together  many  of  the 
religious  and  other  private  groups  and  cloutful  citi- 
zens so  that  they  can  give  New  York — State  and 
City — resources  of  real  significance. 

Governor  Cuomo  doesn't  just  speechify  about 
government's  responsibility  to  aid  families  who've 
fallen  through  the  poverty  net  into  the  pits.  He's 
assigned  a  closest  aide,  his  son  very  able  Andrew,  to 
tackle  the  homeless  problem,  first,  in  New  York 
City,  and  then  on  to  Albany  and  other  areas  where 
the  need  is  direst. 

Under  a  unique  "partnership"  of  business  charities 
and  government,  200  units  will  be  built  in  Brooklyn 
by  private  contractors  at  cost.  With  Stern  as  treasur- 
er, funds  will  come  from  the  state — private  contribu- 
tions may  eventually  trim  the  state's  expendi- 
tures^— and  land  from  the  city.  A  private  manage- 
ment company  will  manage  the  units,  also  at  cost. 
The  social  services  vital  to  get  the  homeless  on 
their  feet  and  into  permanent  spaces  will  be  han- 
dled by  private  charities — the  Red  Cross  at  the 
Brooklyn  project — as  well  as  interfaith  groups  and 
other  agencies  whose  experience  and  knowledge 
will  really  help. 

Mayor  Koch  has  been  aroused  about  the  plight  of 
homeless  families  since  his  days  as  a  congressman  and 
has  steadily  channeled  increasing  City  resources  to 
meet  not  only  emergency  needs  but  also  to  make  a 
dent  in  the  long  term. 

Combine  Governor  Cuomo 's  forceful  action  with 
the  Stern-stirred  coordination  of  charitable  forces  and 
funding  help,  and  New  York  will  provide  a  pattern  for 
the  rest  of  the  Country's  beleaguered  cities  to  cope 
with  one  of  their  severest  problems. 
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THE  FIRST  AND — LIKELY — LAS' 

Two  weeks  ago  the  First  Lady  and  three  Californian 
couples,  friends  of  long-standing,  hosted  a  small  dinner  in 
the  East  Room  to  mark  this  unique  occasion. 

Responding  to  the  toasts  of  the  hosts  and  a  loving 
introduction  by  Mrs.  Reagan  of  "my  roommate  of  the  past 
34  years,"  the  President  laced  his  comments  with  humor. 
He  had  a  certain  value  because  "I've  got  parts  that  they 
don't  make  anymore."  "I've  been  telling  everybody  that 
this  is  the  36th  anniversary  of  my  39th  birthday,  and 
Charlie  Wicks  said  it  was  really  the  37th  because  he  was 
including  the  39th  birthday.  He's  wrong,  though,  because 
the  first  anniversary  doesn't  occur  until  a  year  after  the 
event  itself." 

Earlier  the  President  had  observed,  "Seventy-five  years 

TO  GET 

get  cracking. 


75th  WHITE  HOUSE  BIRTHDAY 

ago  I  was  born  in  Tampico,  111.,  in  a  little  flat  above  the 
bank  building.  We  didn't  have  any  other  contact  with  the 
bank  than  that.  Now,  here  I  am,  sort  of  living  above  the 
store  again." 

"The  Democrats  are  taking  a  special  interest  in  the 
number  of  candles  I  get  on  my  birthday.  They  keep  hoping 
I  won't  be  able  to  blow  them  all  out." 

Mr.  Reagan  recalled  that  most  of  those  "here  tonight  with 
Nancy  and  me  were  here  just  five  years  ago  in  this  House 
when  we  had  a  70th  birthday  party.  I  wonder  who  will  be 
living  here  five  years  from  now,  and  where  we'll  all  be." 

What  a  warmth  flowed  toward  this  man,  whose  popular- 
ity ratings  have  never  been  equaled  by  any  predecessor  five 
years  into  the  presidency. 

TOO  MELLOW 

is  to  be  marshmallow. 


BOOKS 
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Paul  Newman,  in  The  Sting,  playing 
poker,  a  3,000-year-old  game 


•  The  World  Almanac  Book  of 
Inventions — edited  by  Valerie- 
Anne  Giscard  d'Estaing  (World 
Almanac  Publications,  $10.95). 
A  prize-rich  plum  pudding  of  a 
volume,  splendidly  edited  by 
Valerie-Anne  Giscard  d'Estaing 
(sparkling,  able  daughter  of  the 
former  French  president).  While 
the  2,000-plus  inventions  that 
are  illustrated  certainly  didn't 
all  "change  our  world,"  most  of  'em  have  fascinated  it. 
•  Table  of  Contents— by  John  ^ 
McPhee  (Farrar  Straus  Giroux, 
$15.95).  John  McPhee  is  today's  mas- 
ter essayist,  discerning  in  the  unlike- 
liest  places  where  and  how  and  in 
whom  the  American  heart  beats.  Who 
unawarely  embodies  those  virtues 
Americans  traditionally  consider  their 
own.  Among  the  eight  pieces  in  Table  of  Contents,  the  one 
on  the  care  and  feeding  of  the  expanding  bear  population  of 
Pennsylvania  and  New  Jersey  is  an  enlightening  delight. 
The  chapter  on  the  new  crop  of  general  practitioners 
(housecallers,  even)  absorbingly  chronicles  the  difficulties 
and  deeply  human  satisfaction  felt  by  those  young  who  are 
family  doctoring  today.  It  reminds  us  of  the  Docs  we  had 
when  some  of  us  were  kids  six  or  more  decades  ago. 
Excerpts:  "What  is  most  interesting  in  family  practice 
[says  Dr.  Burstein]  is  not  what  the  problem  is  but  what 
motivates  people  to  seek  help  for  it.  Something  in  the 
family,  a  hidden  factor,  will  make  the  mundane  interest- 
ing. If  you  are  a  cardiologist,  you  know  your  patient  has  a 


JOHN 
M  c  P  H  E 


heart  problem  when  the  patient  comes  through  the  door. 
When  someone  comes  to  a  family  doctor,  the  doctor  is 
starting  from  scratch.  There  can  be  underlying  compo- 
nents, psychological  or  social.  The  purpose  is  to  help  people 
in  a  deep  and  personal  way.  I  was  attracted  from  the 
beginning  to  the  variety  of  things  family  doctors  do.  ..." 
Like  human  families  opting  for  new  starts  in  California  or 
Colorado,  bears  are  moving  into  New  Jersey  from  other 
states.  There  are  six  thousandbears  in  Pennsylvania.  In  one 
fall  day  in  Pennsylvania  h  un  ters  kill  n umbers  approaching 
a  thousandbears.  For  some  years,  it  has  been  illegal  to  hunt 
bears  in  New  Jersey.  Given  the  intelligence  of  these  animals 
and  their  sense  of  sanctuary,  it  is  not  entirely  a  joke  to  say 
that  the  message  may  at  last  have  crossed  the  river. 


ISA  GRUNWAL 


T 


#  Summer — by  Lisa  Grunwald  (Al- 
fred A.  Knopf,  $15.95).  A  moving  story 
of  the  pounding  stresses  that  hit  when 
an  unconquerable  cancer  strikes  the 
linchpin  of  a  very  close  family  of  four 
highly  individual,  intellectual  mem- 
bers. This  first  novel  has  the  first  requi- 
site— it's  not  without  autobiographi- 
cal shades.  Lisa  Grunwald  startles  one  from  time  to  time 
with  insights  that  tellingly  touch  readers'  chords. 

Excerpts:  Dying  would  not  be  something  done  in  an 
instant,  either  with  the  expected  roles  or  the  expected 
emotions  involved:  half  the  hardness  of  it  seemed  to  be 
knowing  when  it  had  begun.  .  .  .  I  learned  what  real  pain 
was  because  I  watched  Lulu  learn.  Real  pain  was  the  pain 
that  persisted  after  she  had  taken  painkillers  and  given 
them  plenty  of  time  towork  and  then  takenmore.  Realpain 
left  her  feverish  and  ashen,  with  her  knees  hugged  into  her 
chest  or  her  knuckles  white  around  a  pillow  and  her 
answers  monosyllabic  and  a  forced  smile  on  her  lips.  Real 
pain  seemed  to  me  to  be  bigger  and  blacker  than  the  ocean 
at  night.  It  seemed  a  region  that  enveloped  her,  a  place  that 
was  as  sinister  as  it  was  private,  and  that  we  couldnot  enter 
with  her. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Smarts  &  Hearts 

"I  think  the  world  can  only  be  saved 
by  people  with  brains  and  heart.  The 
smartest  people  in  the  world,  without 
heart,  can  get  us  in  terrible  trouble; 
and  the  sweetest,  nicest  people,  with- 
out brains,  can  probably  get  us  in  even 
worse  trouble." 

— William  McCleery,  author, 
in  the  Princeton  Weekly  Bulletin 

A  Way  Out 

Leonard  Stern  has  built  a  fortune 
manufacturing  Hartz  Mountain  pet 
products  and  has  launched  a  career  as 
a  land  developer.  Now  he  offers  to 
turn  those  entrepreneurial  skills  to 
benefit  New  York  City's  homeless. 
He  proposes  to  raise  $100  million  in 
private  funds  to  construct  new,  tem- 
porary shelters  for  2,000  families. 

Instead  of  refurbishing  tax-delin- 
quent and  abandoned  apartment 
houses,  as  the  city  is  doing,  Mr.  Stern 
would  construct  new,  small  homes  in 
parts  of  the  city  where  vacant  land  is 
still  cheap  and  available.  Mr.  Stern 
would  raise  all  the  funds  from  private 
sources,  as  either  investments  or 
charitable  contributions. 

The  idea  is  to  offer  homeless  fam- 
ilies an  alternative  to  the  squalid  hotel 
rooms  for  which  the  city  pays  a  for- 
tune. The  housing  would  be  spartan. 
To  hold  costs  down  to  $50,000  per  unit 
and  to  discourage  families  from  look- 
ing upon  the  shelters  as  permanent 
homes,  Mr.  Stem  proposes  simple, 


"Will  GrammRudman  affect 
my  allowance?" 


one-story  frame  structures  in  which 
the  occupants  have  to  share  bath- 
rooms and  kitchens. 

Governor  Cuomo  has  assigned  his 
son,  Andrew,  and  his  housing  com- 
missioner, William  Eimicke,  to  work 
on  the  plan.  The  problems  of  the 
homeless  have  so  far  overwhelmed 
public  resources.  Finding  a  way  to  in- 
volve the  private  sector  could  make  a 
crucial  difference. 

— New  York  Times  editorial 

Put  Boston  on  Ice 

"Boston  could  make  fresh  water, 
become  a  major  producer  of  table  salt 
and  magnesium  and  sulphur,  and  air- 
condition  itself — in  one  operation," 
[says  physicist  Theodore  B.  Taylor). 
"All  they  have  to  do  is  make  ice.  It 
would  renew  Boston.  More  than  a 
hundred  years  ago,  people  cut  ice  out 
of  ponds  there  and  shipped  it  around 
Cape  Horn  to  San  Francisco.  When 
this  country  was  getting  going,  one  of 
Boston's  main  exports  was  ice." 
— Table  of  Contents,  by  John  McPhee 

White  House  Wit 

Greatly  irked  by  General  McClel- 
lan's  inactivity,  Abraham  Lincoln 
wrote:  "Dear  General,  if  you  do  not 
want  to  use  the  army  I  would  like  to 
borrow  it  for  a  few  days."  When  Mc- 
Clellan,  irritated  by  one  of  Lincoln's 
orders  requiring  detailed  reports  to 
the  White  House,  sent  him  a  telegram 
saying,  "We  have  just  captured  six 
cows.  What  shall  we  do  with  them?" 
Lincoln  answered:  "Milk  them." 

— Presidential  Anecdotes, 
by  Paul  F.  Boiler  Jr. 

". ..  and  Not  to  Yield" 

Nobody  has  ever  recorded  the  num- 
ber of  sailing  ships  that  left  the  Old 
World  and  simply  vanished  on  the 
way  to  the  new  one.  But  other  ships 
and  other  voyagers  kept  right  on  go- 
ing. Good  thing,  too.  Otherwise  there 
never  would  have  been  a  New  World 
where  Jefferson,  Madison  and  such 
folk  could  build  a  new  nation. 

It  was  just  under  20  years  ago  that 
three  Americans  died  in  an  accident 
before  their  space  ship  could  get  off  the 
ground,  that  a  Russian  died  coming 
home  from  space.  None  of  that  de- 
terred other  men — and  women — from 


taking  off  for  voyages  high  in  the  sky. 

So  now  we  have  had  another  tragedy 
to  mar  the  space  triumph.  We've  been 
told  this  jeopardizes  all  previous  plans; 
possibly  no  more  manned  flights,  no 
more  plans  for  the  orbiting  space  sta- 
tion from  which  could  be  launched 
other  flights  to  more  distant  space. 

I  beg  leave  to  doubt  the  naysayers.  I 
share  the  mourningfor  the  dead.  I  doubt 
not  that  there  will  be  other  accidents 
from  other  causes  as  from  every  other 
way  of  motion  man  has  devised. 

What  I  do  doubt  is  that  this  accident 
will  stop  us  from  going  forward.  Other 
astronauts  will  climb  bravely  onto  the 
launching  pad.  Other  passengers  will 
come  forward  to  dare  the  journey.  All 
this  because  of  the  nature  of  man.  It 
was  a  poet  who  long  ago  expressed  it 
best.  The  nature  imbedded  in  our  spe- 
cies, he  wrote,  is  "to  strive,  to  seek,  to 
find,  and  not  to  yield." 

— Vermont  Royster, 
Wall  Street  Journal 


What  you  make 
is  what  you  are. 

— Barbarelee  Diam  on  stein. 
Handmade  in  America 


Village  Bookshops  Gone 

Ethel  Lader  knows  why  her  beloved 
secondhand  bookstore  in  Greenwich 
Village  disappeared  earlier  this  year. 
"People  don't  read  books  anymore. 
They  read  menus." 

— New  York  Post 


Big 


Debt  Bite 

Martin  S.  Feldstein,  former  chair- 
man of  President  Reagan's  Council  of 
Economic  Advisers  and  now  a  profes- 
sor of  economics  at  Harvard,  suggest- 
ed in  testimony  before  the  Finance 
Committee  today  that  an  oil  import 
tax  be  combined  with  a  15-cent  or  20- 
cent  increase  in  the  gasoline  tax. 

Taken  together,  the  two  taxes  could 
raise  more  than  $100  billion  over  five 
years.  Such  a  large  sum  could  be  di- 
vided, some  analysts  suggest,  with 
part  to  be  used  with  tax  revision  and 
the  rest  for  deficit  reduction. 

— New  York  Times 


See? 

As  far  as  my  eyesight  is  concerned, 
well,  the  doctor  said  I  needed  either 
glasses  or  a  dog.  Glasses  don't  eat,  so 
they  were  my  first  choice. 

—Paul  Dean,  Cycle  Worla 
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These  days,  insurance  is  no  can  put  the  brakes  on  the  ris- 

sure  thing.  ing  costs  of  your  insurance.  A 

If  you  own  or  lease  trucks,  Ryder,  we  extend  our  liability 

you  know  that  liability  insur-  insurance  coverage  to  many 

ance  has  become  very  expen-  of  our  Full-Service  Lease  and 

sive.  And  is  even  tough  to  come  commercial  rental  customers 

by.  So  tough,  in  fact,  that  a  through  a  national  A-rated  in 

number  of  our  competitors  surance  company.  Ryder  can 

don't  even  offer  it  as  a  lease  op-  assume  physical  damage  re- 

tion.  But  in  many  cases,  Ryder  sponsibility,  too.  And  we 

can  extend  insurance  cover-  do  this  very  competitively 

age  to  your  company.  because  of  the  proven  Ryder 

Only  the  industry  leader 


Safety  Program.  A  program 
t    executed  by  1 18  Ryder  Safety 
Managers,  who  evaluate,  cer- 
tify and  provide  continuing 
education  for  your  drivers.  And 
who  make  certain  your  trucks 
-    meet  DOT  requirements. 
And  to  keep  your  trucks  in 
top  running  condition  all  year 
long,  Ryder  offers  the  industry's 


most  comprehensive  preven- 
tive maintenance  program, 
available  at  over  650  locations 
nationwide. 

So  whether  you  need  one 
truck  or  50,  don't  let  high  rates 
or  unavailable  liability  cover- 
age keep  you  off  the  road.  Make 
The  Right  Move.  Call  Ryder 
today  at  1-800446-5511. 


K  RYDER.  THE  RIGHT  MOVE. 
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A  list  of  our 1986 objectives. 


At  The  New  Continental  Illinois, 
we've  discovered  that  after  all  the  business 
experts  have  had  their  say,  the  real  secret 
to  making  a  bank  work  is  making  bankers 
work. 

That's  why  we  tell  job  applicants  right 
up  front  that  The  New  Continental  Illinois 
is  the  toughest  place  to  work  in  banking. 

Of  course,  that  kind  of  honesty  has  a 
way  of  discouraging  some  people  from 
taking  jobs  with  us. 

Fine. 

We're  more  interested  in  the  kind  of 
people  who  get  excited  about  their  work. 

People  who  don't  mind  learning  how 
a  client's  business  translates  into  financial 

needs,  before  making  a  call. 

People  who  are  willing  to  make  sure 
their  advice  suits  a  company's  operations 
by  taking  into  account  its  production, 


inventory  and  distribution  systems. 

People  who  will  never  offer  a  plan  for 
loans,  investments,  raising  capital  or  man- 
aging assets  without  first  asking  the  right 
questions  about  industry  trends  and  cycles, 
just  to  be  sure  their  recommendations 
work  long  term. 

In  short,  people  who  won't  cut  out 
when  their  work  is  cut  out  for  them. 

Naturally,  these  are  the  kind  of  people 
any  business  would  like  to  have  on  its 
team.  Here's  your  chance. 

If  you  want  the  people  who  work  hard 
for  us  working  hard  for  you,  contact  a 
Continental  banker.  He's  the  one  with  his 
sleeves  rolled  up. 

@  Continental  Illinois 

We  work  hard.  We  have  to. 


°  1986  Continental 


%  National  Bank  and  Trust  Company  ol  Chicago 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


PEOPLE  ARE 

Collapsing  oil  prices  have  brought  Mexico  and  its  crush- 
ing bank  debt  back  into  the  headlines.  There's  another  story, 
however,  that  hasn't  rated  a  line  of  copy,  but  has  enormous 
implications  for  Mexico  and  other  debt-ridden  nations. 

This  year,  the  per  capita  income  of  South  Korea  will 
exceed  that  of  Argentina. 

The  significance  of  such  a  fact?  The  ultimate  cure  for 
the  international  debt  crisis  lies  in  each  country's  ultimate 
resource — people.  Compare  Argentina  with  South  Korea 
and  one  begins  to  understand  the  fundamental  truth  of  this 
seemingly  trite  observation. 

A  Tale  of  Two  Countries 

Not  too  many  decades  ago,  Argentina's  standard  of  liv- 
ing was  one  of  the  highest  in  the  world,  rivaling  that  of 
Australia  and  a  number  of  European  countries.  By  con- 
trast, South  Korea  was  one  of  the  poorest  nations  on  earth. 
In  1960,  its  per  capita  income  was  under  $150. 

Argentina  is  fabulously  rich  in  natural  resources.  Its 
climate  is  benign.  Its  people  are  fairly  well  educated.  By 
contrast,  South  Korea,  like  Japan,  has  next  to  nothing  in 
the  way  of  oil  or  coal  or  abundant  agricultural  lands.  But 
look  at  the  respective  performances. 

At  the  end  of  the  Second  World  War,  Argentina  went  on 
a  binge  of  government  spending,  high  taxation  and  bureau- 
cratic interference  in  the  economy,  especially  in  agricul- 


THE  ANSWER 

ture.  Politicians  ladled  out  lavish  wage  boosts  unsupport- 
ed by  productivity. 

Argentina  has  stagnated,  its  economy  racked  by  inflation. 

Twenty-five  years  ago,  the  South  Korean  government 
decided  to  take  a  very  active  role  in  the  economy,  but  its 
goal  was  to  encourage  economic  growth,  not  play  dema- 
gogic politics.  The  bureaucracy  is  deeply  involved  in 
"guiding"  the  economy,  but  unlike  most  Latin  states,  it 
encourages  free  enterprise. 

The  Korean  economy  has  moved  ahead  sharply  despite 
the  oil  shocks  of  the  1970s  and  the  political  turmoil  of 
1979-80.  Living  standards  have  improved  dramatically. 
Today's  per  capita  income  is  above  $2,000. 

South  Korea's  debt  is  in  the  range  of  Argentina's,  yet 
Argentina  buckles  under  the  burden  while  South  Korea 
handles  it  with  aplomb. 

The  Reagan  Administration  is  right  not  to  hurry  in 
coming  up  with  an  aid  package  for  Mexico.  U.S.  officials 
want  to  get  a  better  fix  on  what  steps  Mexico  will  take  to 
make  its  economy  more  viable.  Farm  production  in  Mexi- 
co is  still  hobbled  by  regulation.  Though  there  has  been  a 
wee  bit  of  easing,  foreign  capital  is  still  sharply  restricted. 
State  holding  companies,  which  are  bloated,  corrupt,  inef- 
ficient, remain  powerful.  Taxation  is  too  high. 

If  people  are  given  incentives  a  la  Korea,  the  Mexican 
economy  will  flourish,  and  the  debts  can  be  handled. 


FASCINATING  LOOK  AT  THE  MEDIA 


Jude  Wanniski's  1986  MediaGuide  {Polycon- 
omics,  Morristown,  N.J.,  $12.95)  is  an  auda- 
cious undertaking.  You've  heard  of  movie  re- 
views, book  reviews,  restaurant  reviews,  com- 
pany ratings,  school  ratings,  etc.  Now  here's  a 
book  rating  and  reviewing  the  fourth  estate. 

The  guide  comments  on  how  well  or  badly 
the  print  media  covered  major  stories  in  1985 
from  the  Gorbachev  Summit  to  the  farm  belt 


1986  JUK  *UNM9N'S 
MediaGuide 


A  CRITICAL  REVIEW 
Of  THE  PRINT  MEOW 


SKWTOIEYtUliTO 


Never  before  have  so  many  journals  and 
journalists  been  so  knowledgeably  evaluated. 
The  guide  is  already  the  talk  of  Washington. 

Wanniski,  founder-president  of  the  consult- 
ing firm,  Polyconomics,  and  former  editorial 
writer  for  the  Wall  Street  Journal,  is  not  one  of 
those  cranks  waging  war  against  the  press. 
Quite  the  opposite.  He's  a  voracious  reader 
who  loves  the  print  media. 


crisis.  It  has  thumbnail  sketches  of  the  nation's  notable  The  fact  that  Forbes  and  this  Forbes  came  out  well  in 
newspapers  and  magazines.  It  gives  restaurant-like  ratings  this  year's  edition,  of  course,  hasn't  influenced  the 
on  several  score  journalists.  enthusiasm  of  this  notice. 
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Only  two 
mid-volume  copiers 

in  the  world 
have  this  advantage. 


The  Kodak  symbol.  It's  become  synonymous 
with  service  and  support  you  can  count  on. 
According  to  independent  surveys,  Kodak 
copiers  have  the  best  there  is.  And  now  you 
can  find  the  Kodak  symbol  on  two  mid- 
volume  copiers!  —  •* 


Kodak  Ektaprint  85  copier. 

□  50  copies  per  minute.  □  User-friendly 
controls.  □  Automatic  duplexing.  □  Zoom 
enlargement  and  reduction.  □  25  sorter  bins 
and  much  more. 

Kodak  IM  40  copier. 

□  State-of-the-art  laser  digital  copier. 

□  Electronic  editing  and  manipulation 
of  images.  □  Reverses  images,  makes 

superb  transparencies.  □  Creates 
halftones  by  screening  photo- 
graphs, etc. 
For  details,  write  or  call. 
Eastman  Kodak  Company,  CD-5607, 

343  State  Street,  Rochester,  NY  14650.  | 
1  800  44KODAK  (1  800  445-6325)  Ext  360 


The  mid-volume  copiers  from  Kodak. 
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What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Take  the  official 
Economic  Report 
with  some  salt 


A  boost  for  profits 
and  for  investment? 


Why  monetarists 
are  rethinking 
their  dogmas 


THE  REAL  NEWS  ON  WAGES  ISN'T  THAT  BAD 

The  official  guess  at  what  will  happen  to  wages  in  1986  is 
depressing.  The  Economic  Report  of  the  President  forecasts  that  infla- 
tion-adjusted nonfarm  hourly  rates  will  rise  by  5.7%  over  last  year. 

But  take  heart — the  official  prediction  is  probably  too  high.  This  time 
last  year,  the  official  guess  for  1985  was  a  5%  jump  in  real  hourly 
wages.  The  outcome  was  a  3.8%  real  increase.  The  AFL-CIO  is  predict- 
ing a  more  modest  4%  to  4V2%  increase  for  1986. 

A  lower  real-wage  rise  would  have  healthy  implications  for  unit  costs 
and  for  profits,  especially  now  that  output  is  getting  a  boost  on  several 
fronts,  not  least  from  lower  oil  prices.  The  Group  of  Five's  engineering 
of  a  lower  value  for  the  dollar  will  help  sell  U.S. -made  goods,  while  a 
stronger  yen  and  DM  should  at  least  trim  import  sales. 

Monetarists  still  worry,  but  there  is  little  prospect  that  inflation  this 
year  will  be  much  higher  than  the  3Vi%  consumer  price  rise  in  1985. 
And  interest  rates  are  tending  downward,  too. 

Unit  costs  took  a  beating  last  year,  especially  in  the  first  half,  not 
because  wages  shot  up,  but  because  output  stagnated. 

That  reversed  the  extraordinary  performance  of  1984  when,  according 
to  Data  Resources,  unit  costs  rose  more  slowly  than  at  any  time  since 
the  1960s.  Even  so,  from  early  1982,  when  the  recovery  took  off,  until 
now,  the  annual  increase  in  unit  costs  has  averaged  only  2%  or  so. 

Business  is  being  remarkably  cautious  about  hiring  new  people,  de- 
spite the  employment  jump  in  January  and  the  consequent  cut  in  the 
unemployment  rate.  Any  increase  in  output  will  put  an  immediate 
downward  thrust  on  unit  costs. 

The  corollary,  of  course,  will  be  an  upturn  in  profitability.  And  that, 
plus  some  improvement  in  capacity  usage,  could  lead  to  less  caution  in 
the  nation's  boardrooms  about  sanctioning  new  capital  investment. 

Real  wages  behave  as  ordinary  people  might  expect.  They  go  up  in 
good  times  and  down  (or,  more  accurately,  mostly  rise  less  quickly)  in 
recessions.  Real  hourly  nonfarm  wages  are  off  their  1981  low,  but  are 
still  7%  lower  than  the  1972-73  peak. 

Monetarists  have  a  hard  time  with  that.  As  Carl  E.  Walsh  says  in  the 
Philadelphia  Fed's  Business  Review,  monetarists  say  that  as  demand 
declines  and  inflation  abates,  there  should  be  a  lag  during  which  time 
real  wages  continue  to  rise,  leading  to  rising  unemployment.  This,  says 
Walsh,  is  a  key  part  of  monetarists'  explanation  of  how  business  cycles 
occur  as  they  do.  It  hasn't  happened  that  way. 

The  monetarists'  embarrassment  is  no  big  deal,  but  it  helps  explain  the 
impulse  behind  some  of  the  revisions  to  monetarist  theory  now  under 
way.  In  practice,  it  turns  out,  monetarism  is  not  much  better  than  any 
other  economic  theory  at  figuring  out  what  actually  happens  in  the 
real  world. 
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The  Forbes  Index 


Forbes  Index 


12-month  closeup 
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Current  178.5" 
Previous  177.4t 
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Percent  change  +0.6 
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Net,  net,  no  complaints.  Total  retail  sales  merely  inched 
ahead  in  January — up  0.1%.  It  was  the  lamest  perfor- 
mance since  the  component  declined  3.9%  in  October. 
Were  it  not  for  Detroit's  financing  incentives,  which 
pushed  auto  sales  up  0.9%,  overall  sales  would  have  been 
down  0.2%. 

The  torrid  pace  of  consumer  spending  and  borrowing  in 


the  past  year  was  clearly  unsustainable,  but  it's  not  head- 
ed for  the  pits.  Both  personal  income  and  consumer  spend- 
ing are  likely  to  be  boosted  by  cheaper  energy  costs,  lower 
interest  rates  and  a  5.3%  month-to-month  drop  in  new 
unemployment  claims.  In  addition,  manufacturers'  new 
orders  for  durable  goods  went  up  4.3%,  while  inventories 
were  virtually  unchanged. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  are  presented  at  right 
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ATLANTA.  CHICAGO,  CLEVELAND.  HOUSTON,  KANSAS  CITY,  LOS  ANGELES.  NEW  YORK. 


of  tomorrow  may  well  be  the  key  to  both 
short-term  profits  and  long-term  growth. 

Properly  designed,  it  helps  accomplish 
strategic  objectives  that  affect  the  bottom 
line— reduced  inventories,  optimum  materials 
flow,  product  quality  and  productivity. 

Creating  the  facility  of  tomorrow  poses 
problems  so  complex  that  solutions  can  be 
achieved  only  through  total  integration  of 
systems  and  structure. 

Austin  today  is  creating  the  facility  of 
tomorrow  for  industrial,  commercial  and 
governmental  clients.  We  should  be 
developing  one  for  you. 

The  Austin  Company,  Cleveland,  Ohio 
44121.  (216)  382-6600. 

THE  AUSTIN 
COMPANY 

DESIGNERS 
ENGINEERS 
BUILDERS 
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IBM  ON  TELECOMMUNICATIONS 


Meet  our  I 

Choosing  a  modem  for  your 
personal  computer  just  got  easiei 

Modems  are  remarkable  little  gadgets.  They  can  connect  you  and  your  PC  to 
mountains  of  data  and  oceans  of  information.  But  up  until  now,  deciding  which 
modem  to  buy  hasn't  been  easy.  So  to  solve  that  little  problem,  IBM  is  offering 
two  1,200  bps  PC  modems.  Modems  that  not  only  give  you  the  best  features 
currently  available  on  PC  modems,  but  also  offer  features  usually  found  only  on 
higher  priced,  higher  speed  modems. 


First,  a  Brief  Introduction  to  the  IBM  PC 
Modems: 

The  IBM  5841  is  a  stand-alone  modem  capable 
of  operating  at  0-300,  600  and  1,200  bps  in  asyn- 
chronous mode,  and  600  and  1,200  bps  synchronous. 

Our  other  modem  is  the  IBM  Personal 
Computer  Modem — an  internal,  half-card  modem 
that  operates  at  0-300,  600  and  1,200  bps 
asynchronous. 

The  Non-Identical  Twins 

In  some  respects,  these  two  modems  are  very 
similar.  For  example,  they  both  have  Automatic 
Adaptive  Equalization — which  means  they  will 
continuously  fine-tune  themselves  to  compensate  for 
changes  and  noises  on  the  telephone  line.  The  result 
is,  you  can  receive  data  over  a  wider  range  of  phone 
line  conditions.  This  is  one  of  those  features  more 
often  found  on  faster,  more  expensive  modems. 

In  addition  to  automatic  answering,  both  modems 
offer  Adaptive  Dialing — which  means  that  if  you  don't 
specify  either  tone  or  pulse  dialing,  the  modems  try- 
tone  dialing  for  one  digit,  and  if  that  doesn't  work. 


they  automatically  switch  to  pulse  dialing. 

Both  modems  will  automatically  re-dial  a  nu 
as  many  times  as  you  tell  them  to.  Or  if  you  pref 
they  can  switch  to  an  alternate  number  on  a  bus 
signal  or  a  no  answer.  Once  a  connection  is  mad 
the  modems  automatically  detect  and  adjust  to  I 
incoming  transmission  speed.  They  can  also  inil 
an  automatic  log-on  sequence  including  control 
characters,  ID  number  and  password. 

And  both  modems  have  extensive  "Help"  m 
a  complete  complement  of  built-in  diagnostics, 
programmable  speaker,  and  two  phone  jacks  on 
the  back  so  both  your  phone  and  the  modem  ca 
connected  to  the  same  line  at  the  same  time.  Yoi 
even  switch  between  voice  and  data  without 
interrupting  the  phone  call. 

A  Modem  with  a  Memory  of  Its  Own 

The  IBM  5841  stand-alone  modem  has  som 
additional  features  you  don't  usually  find  on  1,2 
bps  modems.  For  example,  the  modem  is  switch 
between  asynchronous  and  synchronous  modes 
has  a  20-entry  Dialing  Directory.  Kept  in  non-vt 
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ge,  the  directory  enables  the  modem 
il  up  and  log  on  to  systems  automatically.1 
feature  is  most  convenient  when  the  5841  is 
with  a  fixed-function  ASCII  terminal  such  as 
BM  3161  or  3163. 

the  front  panel  of  the  5841  has  a  complete  array 
*ht  LED  Status  Indicators  to  give  you  a  quick 
d  check  on  what's  happening. 

alf  Can  Be  Better  Than  a  Whole 

t^hy?  Because  the  IBM  Personal  Computer 
em  can  use  a  short  slot  in  the  IBM  PC  XT 
he  Portable  PC.  It  also  fits  nicely  into  a  full 
h  the  IBM  PC  and  the  PC  AT. 
mother  nice  touch  is  that  a  PC 
lostic  diskette  comes  with  each  of 
•  internal,  half-card  modems. 


idards  &  Compatibility 

bu  ll  be  pleased  to 

that  both  modems 

the  BeU  103/ 
V.  and  V.  22 

lard 


0?  S 


can  use  the  industry  standard  "AT"  command 
set,  as  well  as  the  IBM  command  set.  And  both 
modems  have  been  tested  for  compatibility  with 
leading  PC  communications  software  such  as  the 
IBM  PC  Communications  Manager,  Crosstalk™  XVI, 
0^  Smartcom  II®  and  Transporter!" 

So  if  you've  been  thinking 
about  tying  your  PC  into  your 
company's  computer,  or 
accessing  an  outside  data 
base  for  stock  market 
information  or  airline 
schedules,  or  using 
electronic  mail, 

or  just  ex- 
f  changing  infor- 
mation on  a  user 
group's  bulletin 
board — then  it's  time 
you  got  an  IBM  modem 
for  your  PC. 

For  the  Authorized  IBM  PC 
Dealer  or  the  IBM  Product 
Center  nearest  you — or 
for  free  literature — call 
1  800  IBM-2468, 

Ext.  7/YU.  Or 
contact  your  IBM 
marketing  _**~"  ^® 

representative,  g  zr~z.  Er: 


Alone. 

5841 
■>  Modem 


•rnal.  The  IBM  Pe 

>uter  1200  bps  Modem 


IBM 

DRM,  Dept.  YU/7 
101  Paragon  Drive 
Montvale,  NJ  07645 

□  Please  send  me  information  on  the  IBM  PC  Modems. 

□  Please  have  an  IBM  marketing  representative  call  me. 

.Title  
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.State. 


.Zip. 
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Forbes 


Japanese  investors  will  still  help  fund  U.S.  deficits,  the  dollars 
30%  plunge  against  the  yen  notwithstanding.  But  whether  that's 
healthy  for  the  U.S.  is  another  question. 


Dollar  shokku 


By  Andrew  Tanzer 

Japanese-U.S.  economic  rela- 
tions now  boil  down  to  this:  We 
import  their  Toyotas  and  Pana- 
sonics,  they  import  our  Treasury 
notes  and  bonds.  We  export  manufac- 
turing jobs,  they  export  excess  sav- 
ings. In  the  last  five  years  the  Japanese 
have  bought  over  $100  billion  more 
foreign  debt  securities,  mostly  dollar 
bonds,  than  they  have  sold.  Included 
is  around  $50  billion  in  U.S.  govern- 
ment issues  purchased  in  the  U.S. 


Some  Japanese  may  well  wish  they 
shipped  fewer  Toyotas  and  bought 
fewer  Treasurys  lately.  Since  Sept.  22, 
when  American,  German,  British, 
French  and  Japanese  central  bankers 
informed  the  currency  markets  they 
were  conspiring  to  drive  down  the 
dollar,  the  dollar  has  dropped  by  over 
30%  against  the  yen.  One  Tokyo 
source  estimates  the  Japanese  have 
suffered,  on  paper,  a  currency  loss  on 
their  U.S.  portfolio  of  around  $15  bil- 
lion— roughly  what  Japan  is  expected 
to  save  on  oil  imports  this  year. 


Hedging  techniques  and  the  rally  in 
U.S.  bond  prices  no  doubt  put  the  true 
paper  loss  somewhat  below  that.  Even 
so,  Japanese  life  insurance  companies 
alone  are  believed  to  have  lost  as 
much  as  $5  billion  from  currency 
swings.  Says  Eugene  Davis,  a  vice 
president  in  First  Boston  Corp.'s  To- 
kyo office,  of  this  dollar  sbokku:  "It's 
not  a  pleasant  time  for  [Japanese]  in- 
vestment managers." 

Will  Japanese  investors  now  scale 
back  on  U.S.  investments?  That 
would  drive  the  dollar  still  lower, 


The  dollar  and  the  yield  gap 

The  yield  differential  between  equivalent  U.S.  and  Japa- 
nese government  bonds  has  narrowed  markedly  since  1984, 
but  the  spread  is  still  a  hefty  320  basis  points.  That  has 
helped  cushion  Japanese  holdings  of  U.S.  securities  as  the 
dollar  dropped,  to  a  recent  180  yen,  and  will  probably 
continue  to  make  U.S.  government  issues  attractive  to 
Japanese  investors.  But  there  is  a  danger.  Tokyo  analysts 
think  that  if  spreads  should  fall  below  300  basis  points, 
Japanese  investors  will  begin  to  lose  interest.  If  so,  Japan's 
purchases  of  foreign  bonds,  recently  at  record  levels,  could 
moderate. 


•80  '81        -  '82  '83  '84  '85  '86  " 

'End  of  lanuary     Sources.  World  Financial  Markets.  Morgan  Guaranty. 


30 


FORRES  MARCH  10  1986 


with  unpleasant  implications  for  U.S. 
inflation  and  Japanese  corporate  prof- 
its. It  would  also  make  funding  the 
U.S.  federal  and  current  account  defi- 
cits more  difficult,  with  nasty  possi- 
bilities for  U.S.  interest  rates. 

The  most  likely  answer  is  no,  the 
Japanese  won't  significantly  scale 
back  on  their  U.S.  portfolios,  at  least 
not  in  the  coming  year  or  two.  With 
the  dollar  now  down  to  a  recent  180 
yen,  the  risk  of  a  further  fall  in  the 
dollar  is  reduced.  Tokyo  analysts  told 
Forbes  they  think  that  if  the  dollar 
drops  to  1 75  yen,  many  investors  will 
do  away  with  all  hedging,  so  slight  will 
be  their  fear  of  added  risk. 

More  fundamentally  for  the  Japa- 
nese, the  pain  of  dollar/yen  currency 
risk  is  more  than  offset  by  the  plea- 
sures of  U.S.  liquidity  and  yield.  Japa- 
nese government  bond  yields  have 
long  trailed  yields  on  U.S.  Treasurys 
by  hundreds  of  basis  points  (see  chart). 
The  differential  has  narrowed  since 
1984,  as  U.S.  rates  have  fallen,  but 
even  now  the  yield  on  Japanese  gov- 
ernment ten-year  bonds  (the  longest 
in  Japan)  is  5.8%,  compared  with  9% 
on  the  equivalent  U.S.  bonds,  a  spread 
of  320  basis  points. 

These  differentials  are  the  lifeblood 
of  Japan's  life  insurance  companies. 
Taken  in  the  aggregate,  they  have 
over  $230  billion  in  assets,  10%  of 
which  they  are  allowed  to  invest  in 
foreign  securities.  Because  they  entice 
investors  with  target  annual  dividend 
payments  of  around  8%  and  are  barred 
from  using  capital  gains  income  to 
fund  dividends,  the  insurance  compa- 
nies prosper  on  the  relatively  high 


current  yields  on  U.S.  governments. 
"Life  insurance  companies,"  explains 
Soichiro  Miyaki,  manager  of  the  bond 
trading  department  of  Nomura  Secu- 
rities Co.,  "don't  worry  so  much 
about  currency  fluctuations." 

To  the  extent  they  do  worry,  the 
yield  differential  gives  them  some 
protection.  With  a  current  differential 
of  320  basis  points,  the  dollar  would 
have  to  fall  another  30%  or  so  against 
the  yen,  to  around  125  yen  per  dollar, 
over  the  next  ten  years  before  curren- 
cy losses  eliminated  the  gains  from 
the  yield  differential.  "As  long  as 
there  is  the  interest  rate  differential," 
counsels  Shuichiro  Kashiwa,  manager 
of  the  foreign  bond  department  at 
Daiwa  Securities  Co.,  "there  will  al- 
ways be  people  willing  to  take  curren- 
cy risk." 

There  is  a  cloud  in  this  silver  lining. 
If  U.S.  interest  rates  were  to  fall 
enough  to  compress  sharply  the  dif- 
ferential— bringing  U.S.  capital  costs 
more  in  line  with  Japan's— then  Japa- 
nese investors  probably  would  reduce 
their  dollar  securities.  Many  Tokyo- 
based  analysts  believe  Japanese  inves- 
tors will  lose  interest  in  Treasurys 
rapidly  should  the  spread  fall  below 
300  basis  points. 

What  of  Japan's  noninsurance  in- 
vestors, notably  the  big  banks,  manu- 
facturers and  trading  companies?  For 
them,  life  is  easier.  Whereas  the  insur- 
ance companies  must  fund  most  of 
their  foreign  securities  purchases 
with  yen,  the  banks  and  companies 
usually  fund  theirs  with  the  foreign 
currencies  they  earn  from  exporting 
manufactured  products  and  collecting 


interest  on  their  foreign  financial  as- 
sets. They  are  thus  relatively  shielded 
from  dollar/yen  swings  and  are  likely 
to  continue,  even  accelerate,  their 
overseas  portfolio  investments. 
(Bonds  traders  estimate  that  about 
75%  of  Japan's  foreign  securities  pur- 
chases are  accounted  for  by  dollar- 
denominated  securities.) 

These  investors  would  reinvest 
more  of  their  foreign  earnings  in  Japan 
but  for  the  fact  that  domestic  con- 
sumption and  investment  are  so  slug- 
gish that  there  isn't  much  to  invest  in. 
Despite  U.S.  pressure,  Japan's  Minis- 
try of  Finance  professes  to  be  worried 
about  inflation  and  refuses  to  reflate 
the  domestic  economy  significantly. 
So  the  trade  surpluses  are  "sterilized" 
as  the  banks  and  companies  that  col- 
lect the  foreign  earnings  push  them 
back  out  onto  the  world  capital  mar- 
kets. Sell  a  Toyota,  buy  a  T  bill.  To- 
kyo traders  say  they  detect  a  sharp 
increase  of  late  in  the  share  of  dollar- 
funded  purchases  of  foreign  securi- 
ties, to  about  50% . 

It's  a  real  dilemma  for  policymak- 
ers. Cut  U.S.  interest  rates  sharply 
and  risk  a  massive  outflow  of  Japa- 
nese capital.  Don't  cut  interest  rates 
and  risk  another  recession.  There  is 
only  one  solution:  Reduce  the  U.S. 
deficit  and  at  the  same  time  stimu- 
late the  Japanese  economy  and  soak 
up  its  excess  savings  that  way.  Busi- 
ness and  political  leaders  in  both 
countries  seem  to  understand.  But 
in  Tokyo,  as  in  Washington,  tran- 
slating economic  policies  into  politi- 
cally feasible  action  is  no  easy 
matter.  ■ 
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Oil's  price  is  down.  Not  so  the  spirit  of 
Chevrons  George  Keller,  despite  that  $13 
billion  he  spent  on  Gulf  Oil  when  oil  was 
over  $20  a  barrel. 


No  regrets 


By  Kathleen  K.  Wiegner 

Chevron  Chairman  George 
Keller  paid  $13.2  billion,  near- 
ly all  of  it  borrowed,  for  Gulf 
Oil  Corp.  two  years  ago,  when  crude 
oil  was  at  $29.  The  purchase  boosted 
Chevron  Corp.  from  fifth  place  among 
U.S.  oil  companies  (in  terms  of  assets) 
to  second  place,  behind  Exxon.  On 
sales  of  $45.3  billion  last  year,  Chev- 
ron earned  $1.55  billion,  $4.52  a  share 
vs.  $4.48  a  share  in  1984.  This  year's 
earnings  will  depend  on  the  price  of 


oil.  George  Baker,  oil  analyst  with 
Smith  Barney,  believes  that  if  oil  aver- 
ages $15  a  barrel  this  year,  Chevron 
will  earn  $1.25,  and  at  $10  a  barrel 
will  lose  35  cents  a  share. 

Spot  crude  is  below  $  1 7  a  barrel  and 
still  falling.  Does  Keller  feel  foolish 
for  having  spent  so  much  money?  Not 
at  all,  Keller  insists  when  we  visit 
him  in  his  comfortable  wood-paneled 
office  in  San  Francisco.  Keller  argues 
that  merging  Chevron  and  Gulf  opera- 
tions has  facilitated  and  accelerated 
the  big  shakeup  he  had  long  known  to 


Omron  Chairman  George  Keller 

The  Gulf  merger  accelerated  a  necessary  change. 


be  necessary  to  stay  competitive.  Says 
Keller:  "We  were  forced  by  the  merger 
to  go  through  a  process  that  we  would 
have  been  going  through  anyway,  but 
to  do  it  on  a  grand  scale." 

Given  the  $12.2  billion  in  floating 
rate  debt  that  Keller  took  on  to  swing 
the  deal,  he  had  no  time  to  lose,  and 
says  he  is  now  glad  for  that  extra 
pressure.  "There  is  a  natural  tenden- 
cy, if  Chevron  alone  were  in  this  pro- 
cess, to  prune  gently  and  not  really  get 
down  to  basic  change,"  Keller  says. 
"But  because  of  the  merger,  we  could 
justify  the  effort  to  really  look  at  the 
bone." 

The  obvious  areas  for  radical  sur- 
gery were  refining  and  marketing.  Na- 
tionwide there  are  more  retail  outlets 
and  refining  capacity  than  demand, 
despite  all  the  recent  consolidation. 
Before  giving  its  blessing  to  the  merg- 
er, the  Federal  Trade  Commission 
forced  Keller  to  sell  5,660  Gulf  service 
stations  and  a  refinery  in  the  South- 
east. The  buyer,  at  $690  million,  was 
Sohio.  Keller,  going  even  further,  is 
now  in  the  process  of  selling  3,900 
Gulf  and  Chevron  stations  in  the 
highly  competitive  Northeast,  where 
Gulf  does  not  have  a  big  market  share. 

"We  have  set  a  very  simple  ground 
rule,"  says  Keller.  "We  don't  intend  to 
operate  anywhere  where  we  aren't  in 
the  top  half  [in  terms  of  market  share], 
and  our  target  is  obviously  higher 
than  that.  That's  why  we  concluded 
that  we  should  move  out  of  the  area 
north  of  Virginia."  Chevron  still  has 
20,786  stations  but  will  focus  in  the 
West,  Southwest,  Georgia,  Florida 
and  Mississippi,  where  Chevron  is 
highly  competitive. 

Keller,  for  all  the  pressure  on  him, 
isn't  giving  the  assets  away.  For  dis- 
posing of  Chevron/Gulf's  northeast- 
ern marketing  assets,  the  primary 
components  of  which  were  3,900  sta- 
tions, he  will  receive  $500  million, 
including  $210  million  for  refined 
product  inventories.  Compare  thati 
with  the  $68  million  Texaco  receivedl 
for  Getty's  1,900  stations  when  it  sold 
them  to  shrewd  Leo  Liebowitz  and 
Milton  Safenowitz  (see following  story). 

Buying  Gulf  boosted  Chevron's^ 
U.S.  refining  capacity  to  2.3  million 
barrels  per  day,  making  it  the  coun- 
try's largest  refiner.  Even  before  the 
Gulf  merger,  Keller  had  been  cutting 
back.  He  is  now  trying  to  sell  refiner- 
ies in  Philadelphia  and  Cincinnati 
that  supplied  the  stations  in  the 
Northeast.  A  refinery  and  275  sta- 
tions in  Puerto  Rico  are  also  up  for 
sale.  If  Keller  unloads  these,  Chev- 
ron's refining  capacity  will  drop  to 
around  2  million  barrels  a  day  by 
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The  worst  is  yet  to  come 


W'  e're  supposed  to  be  the  resident  cynics,  and  we've 
been  too  optimistic,"  says  Charles  Maxwell,  a 
gray-haired  analyst  at  Cyrus  J.  Lawrence  in  New  York 
City.  Maxwell  has  been  an  eloquent  pessimist  about 
oil  prices  since  1980.  All  last  year  he  was  saying  oil 
could  go  to  $22.  He  has  been  more  than  vindicated. 
Now  listen  to  him. 

Oil,  which  has  dropped  50%  on  the  spot  markets 
since  mid-November,  will  drop  even  lower.  This  year 
Maxwell  foresees  prices  of  $13  a  barrel,  and  perhaps  as 
low  as  $8. 

Even  at  $13  spot  prices,  earnings  and  dividends 
would  be  off  sharply  at  most  big  oil  companies.  How 
badly  off?  Maxwell  and  his  colleague,  analyst  Frederick 
Leuffer,  think  some  of  the  highly  leveraged  oil  compa- 
nies might  be  hard-pressed  to  survive. 

"At  $20  a  barrel,  a  lot  of  damage  is  done  to  earnings," 
says  Leuffer,  who  is  gloomier  than  other  analysts  (see 
story)-  Chevron's  earnings  would  be  $3,  down  29%  from 
last  year.  At  historical  price/earnings  multiples, 
Leuffer  would  expect  Chevron  to 
sell  in  the  low-  to  mid-20s,  but  the 
stock  was  recently  35%.  Texaco's 
earnings  would  fall  to  80  cents  a 
share,  he  predicts. 

At  $15?  "Only  Exxon,  Imperial, 
Royal  Dutch/Shell,  Kerr-McGee 
and  Sohio  [would]  earn  their  divi- 
dends," Leuffer  states  in  a  recent 
report.  Some  oil  giants — Mobil, 
Texaco,  Amoco,  Occidental,  Phil- 
lips and  Unocal — would  not  even 
cover  their  dividends  from  their 
free  cash  flow,  which  Leuffer  de- 
fines as  operating  income  before 
depreciation  but  after  taxes  and 
nondiscretionary  spending. 

With  the  vindication  of  their 
bearish  sentiments,  Maxwell  and 
Leuffer  have  been  in  demand.  A 
morning  interview  with  them  is 
interrupted  by  a  breathless  col- 
league who  has  heard  that  Iranian 
troops  are  infiltrating  the  swamps 
near  the  Kuwaiti  border.  Maxwell 
responds  crisply  that  the  Iranians 
can't  get  their  weapons  through 
the  swamps  and  returns  to  his 
gloomy  oil-stock  analysis. 

Oil  prices  will  keep  falling  be- 
cause, in  the  short  run,  demand  for 
oil  is  inelastic.  You  don't  redesign 
chemical  plants  and  tear  out  attic 
insulation  when  oil  prices  fall. 


The  noncommunist  nations  now  consume  some 
45.5  million  barrels  of  oil  a  day,  2  million  or  3 
million  barrels  less  than  production.  That's  not  a 
huge  surplus,  but  since  prices  are  set  at  the  margin, 
it  is  enough  to  play  hell  with  prices.  Maxwell  figures 
that  if  free  market  forces  prevail,  spot  prices  could 
drop  as  low  as  $6  to  $10  a  barrel.  "It  takes  that  low 
a  price  to  shut  off  oil  [production]  and  increase 
demand  to  take  care  of  2  million  [surplus]  barrels 
from  OPEC,"  Maxwell  says. 

Suppose  the  oil  producers  get  together  and  say: 
Enough,  let's  have  orderly  cutbacks.  Even  so,  Maxwell 
sees  a  decline  to$12to$14a  barrel. 

The  spot  price  for  oil  was  recently  about  $16  a  barrel, 
but  large  U.S.  oil  companies  are  still  getting  $22  to  $24. 
Eventually,  Maxwell  says,  the  large  refineries'  posted 
prices  will  descend  toward  the  spot  prices. 

"If  [spot  prices]  get  down  to  $12  to  $14,  Phillips  and 
Unocal  are  certainly  on  our  danger  list,"  Leuffer  says. 
(Thank  you,  Boone  Pickens.) — Robert  McGough 


Dividend  cuts  ahead? 


If  oil  goes  to  $15  and  stays  there,  dividends  of  some  big  formerly  blue 
chips  are  in  trouble.  Average  refinery  prices  are  currently  higher  but, 
in  light  of  what's  happening  in  the  spot  market,  endangered. 


Company 

1985 
EPS1 

Indicated 
dividend 
rate 

Estimated  1986  EPS 

 based  on  oil  price  of  

$20/bbl  $15/bbl 

Amerada  Hess 

$2.04 

$1.10 

$1.50 

$0.50 

Amoco 

7.42 

3.30 

5.50 

2.75 

Atlantic  Richfield 

6.90 

4.00 

6.00 

3.00 

Chevron 

3.85 

2.40 

3.00 

0.80 

Exxon 

6.46 

3.60 

5.50 

3.60 

Imperial  Oil2 

3.04 

1.19 

3.53 

2.66 

Kerr-McGee 

2.62 

1.10 

1.80 

1.10 

Mobil 

3.79 

2.20 

2.20 

1.00 

Occidental  Petroleum 

2.20 

2.50 

1.80 

0.00 

Phillips  Petroleum 

1.59 

1.00 

0.00 

-1.07 

Royal  Dutch  Petroleum2 

1 1.503 

3.29 

10.00 

7.80 

Shell  Transport2 

6.803 

2.52 

5.80 

4.50 

Standard  Oil  (Ohio) 

6.21 

2.80 

5.00 

2.75 

Sun  Co 

4.71 

3.00 

4.10 

2.40 

Texaco 

4.40 

3.00 

0.80 

-3.00 

Unocal4 

3.48 

1.20 

1.60 

-0.40 

'Before  nonrecurring  items 

2In  U.S.  dollars.  3 

Estimate.    ''Includes  Union  Exploration  Partners,  Ltd. 

Sources:  Fred  Leuffer, 

Cyrus  J.  Laurence  Inc.;  Standard  &  Poor's:  Value  Line. 

year's  end. 

The  action  upstream  is  calmer.  Last 
November  Keller  sold  Gulf's  60% 
stake  in  Gulf  Canada  Ltd.  to  Toronto- 
based  Olympia  &  York,  Ltd.  That 
eliminated  a  lot  of  pressure.  "Once  we 
got  $2.1  billion  from  Gulf  Canada," 
Keller  says,  "any  chance  of  having  to 
have  a  fire  sale  was  gone."  Chevron  is 
now  looking  hard  at  thousands  of  so- 


called  stripper  wells,  those  that  pro- 
duce five  barrels  of  oil  a  day  or  less. 
Keller:  "We're  trying  to  package 
groups  of  [stripper  well]  assets  that 
would  have  a  higher  value  to  a  local 
operator  who  could  then  run  them 
differently." 

Gulf's  paramount  attraction  to  Kel- 
ler, he  says,  was  its  oil  and  gas  re- 
serves. While  Chevron  had  one  of  the 


best  exploration  records  in  the  busi- 
ness, 34%  of  its  production  (excluding 
oil  it  got  from  Saudi  Arabia  from  its 
Aramco  participation)  was  outside 
the  U.S.  Its  cost  to  find  and  develop 
reserves  has  been  running  at  $10  to 
$15  a  barrel.  Acquiring  Gulf  more 
than  doubled  Chevron's  proven  re- 
serves (to  1.97  billion  barrels  of  oil 
and  8.65  trillion  cubic  feet  of  natural 
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gas),  at  a  cost  of  $4  to  $5  a  barrel. 

Moreover,  Gulf's  reserves  are  large- 
ly domestic.  This  will  be  a  major  ben- 
efit to  Chevron  should  Congress  levy 
a  tax  on  imported  oil.  It  also  adds  to 
Keller's  bargaining  power  in  the  Mid- 
dle East.  In  1981  Chevron  bought  an 
estimated  60%  of  its  gross  crude  and 
natural  gas  liquids  from  Saudi  Arabia. 
Today  that  figure  has  dropped  to  an 
estimated  12%. 

Despite  oil's  price  collapse,  then, 
the  Gulf  deal  is  not  yet  a  major  blun- 
der. Keller  cut  Chevron's  debt  by  $6 
billion  last  year,  to  $9.4  billion,  about 
40%  of  equity.  Prior  to  the  Gulf  pur- 


chase the  ratio  was  12.5%.  The  Gulf 
and  Chevron  work  forces  have  been 
trimmed  from  79,000  at  the  time  of 
the  merger  to  under  63,000.  With  oil 
at  $20,  Chevron's  cash  flow  is  an  esti- 
mated $16.50  a  share,  almost  half  the 
current  share  price.  Smith  Barney's 
Baker  estimates  that  $15  oil  would 
reduce  cash  flow  to  $13.95  a  share, 
still  enough  to  cover  interest  and  the 
dividend.  But  if  oil  falls  further,  to 
$10,  the  dividend  is  suspect. 

If  Chevron's  cash  flow  remains 
healthy,  Keller  would  like  to  use 
some  of  it  to  buy  the  oil  properties  he 
believes  will  come  on  the  market  this 


year  at  distress  prices,  and  to  build  an 
oil  trading  operation  to  help  hedge 
against  the  fluctuating  price  of  oil.  At 
least  he  still  has  a  flexibility  that 
must  be  the  envy  of  Fred  Hartley  and 
Cecil  J.  Silas,  the  chairmen,  respec- 
tively, of  debt-burdened  Unocal  and 
Phillips. 

"For  the  scale  of  the  new  business, 
which  is  substantially  bigger,  we  are 
now  leaner  on  top  than  we  were," 
says  Keller.  He  promises:  "That  pro- 
cess will  continue  over  the  next  year 
or  two."  But  Keller,  62,  will  have  to  be 
around  when  oil's  price  recovers  to 
win  a  real  hero's  accolades.  ■ 


While  Texaco  copes  in  court,  the  brilliant 
businessman  who  bought  its  Getty  market- 
ing operations  is  well  placed  in  what  may 
be  the  best  part  of  the  oil  business. 

How  Leo  Liebowitz 
got  his  stations 


By  Rita  Koselka 


If  you  were  making  book  on  it, 
what  odds  would  you  set  on  the 
chairman  of  a  $20  billion  compa- 
ny haggling  effectively  with  a  self- 
made  businessman?  The  chairman  we 
have  in  mind  is  surrounded  by  num- 
ber crunchers  and  lawyers,  private 
planes  and  golden  parachutes,  and  by 
antitrust  people  snapping  at  his  heels. 
The  self-made  businessman,  on  the 
other  hand,  living  by  his  wits,  is 
spending  money  largely  his  own. 

Whatever  the  odds,  don't  bet 
against  Leo  Liebowitz  of  Sands  Point, 
N.Y.,  who  must  be  reckoned  one  of 
the  country's  most  brilliant  business- 
men. Liebowitz  is  a  steady,  self-effac- 
ing man  who  seems  surprised  by  the 
attention  he  now  gets.  Starting  with 
one  Sunoco  station  in  1955,  he  and  his 
partner,  Milton  Safenowitz,  built 
their  Getty  Petroleum  Corp.  (former- 
ly Power  Test)  into  the  country  's  larg- 
est independent  gasoline  distributor. 

Last  year  Getty  earned  an  estimated 
$il  million  on  $1.3  billion  in  reve- 
nues. The  company  is  so  beautifully 
positioned  to  take  advantage  of  falling 


crude  prices  and  relatively  stable 
pump  prices  that  this  year,  on  roughly 
the  same  revenues  ($1.4  billion),  it 
will  probably  earn  $30  million. 
Liebowitz'  25%  of  the  company  is 
worth  $72  million.  Executive  Vice 
President  Safenowitz'  stock  is  worth 
$61  million.  An  early  backer,  Milton 
Cooper,  owns  Getty  stock  worth  $31 
million. 

Getty?  Didn't  it  disappear  when 
Texaco  (or  was  it  Pennzoil?)  bought 
the  company  in  February  1984?  Not 
entirely.  Liebowitz  and  Safenowitz 
took  Getty  Oil's  northeastern  mar- 
keting assets  and  name  off  Texaco's 
hands  at  the  time  of  the  merger.  They 
didn't  exactly  walk  away  with  the 
business.  But  they  did  drive  one  beau- 
tiful bargain.  Here's  how. 

When  the  Getty  clan  agreed  to  take 
Texaco's  $10  billion,  Texaco  planned 
to  get  rid  of  Getty's  marketing  opera- 
tions in  the  Northeast  to  avert  poten- 
tial objections  from  the  Federal  Trade 
Commission.  This  apparently  suited 
Texaco  Chairman  John  McKinley.  He 
wanted  Getty's  reserves.  Marketing, 
as  any  Big  Oil  chairman  would  have 
told  you  at  the  time,  with  oil  at 


around  $25  a  barrel  and  headed  far 
higher,  was  a  moneylosing  dog. 

By  1984  Liebowitz'  Power  Test  was 
Texaco's  largest  independent  distrib- 
utor in  the  New  York  metropolitan 
area.  When  word  got  out  that  McKin- 
ley wanted  to  buy  Getty  Oil, 
Liebowitz  simply  called  his  old  friend 
James  Kinnear,  vice  chairman  of  Tex- 
aco, to  make  an  offer.  "I  could  do 
this,"  Liebowitz  says  of  his  fast  reac- 
tions, "because  I  knew  their  business 
and  I  didn't  have  to  go  through  a  big 
bureaucracy.  I  just  called  him  up."  A 
few  hours  later  they  shook  hands  on 
the  outlines  of  a  deal. 

And  what  a  deal.  Power  Test  at  the 
time  was  distributing  gas  to  over  400 
stations,  mostly  in  the  New  York 
metropolitan  area.  (Liebowitz  was 
probably  the  first  gasoline  distributor 
to  understand  the  importance  of  mar- 
ket concentration.)  Its  revenues  came 
to  just  $205  million.  It  was  losing 
money  from  operations  because  of  a 
serious  New  York  State  "bootleg- 
ging" problem  involving  the  under- 
cutting of  dealers  through  evasion  of 
the  state  gasoline  tax.  Yet  the  busi- 
ness Liebowitz  wanted  to  buy  distrib- 
uted gasoline  to  1,900  stations — 600 
of  them  owned  or  controlled  by  Getty, 
the  rest  on  long-term  supply  agree- 
ments— and  was  grossing  $1.2  billion. 

Texaco's  McKinley,  meanwhile, 
was  over  a  barrel.  The  Federal  Trade 
Commission  wouldn't  let  him  get  at 
Getty's  reserves  unless  he  sold  Get- 
ty's marketing  business,  and  he  didn't 
want  to  sell  that  to  a  major  competi- 
tor. So  he  sold  it  to  Liebowitz  for  $68 
million — 6  cents  for  every  dollar  in 
sales.  And  that  wasn't  the  best  of  it. 

Liebowitz  insisted  that  he  would 
pay  only  the  appraised  value  of  Get- 
ty's tanks  and  trucks,  its  9  distribu- 
tion terminals,  the  321  owned  sta- 
tions, as  gasoline  stations,  and  the  im- 
provements made  to  the  279  lease- 
controlled  stations.  He  would  pay 
nothing  for  the  long-term  supply 
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agreements  with  the  1,300  Getty  fran- 
chisees, or  for  the  heating  oil  busi- 
ness, or  the  potential  for  real  estate 
conversion,  or  the  proud  Getty  name. 

Of  course  these  deals  are  complex. 
But  contrast  the  $68  million  price 
Liebowitz  paid  to  Chevron's  sale  of 
3,900  Gulf  stations  and  other  market- 
ing assets  for  $500  million  in  compet- 
itive bidding  (see previous  story).  Chev- 
ron, in  brief,  seems  to  have  received 
much  more  for  its  stations  than  Tex- 
aco. Texaco  even  agreed  to  finance 
$35  million  of  Liebowitz's  purchase 
price  at  two  points  below  prime.  And 
Texaco  gave  Liebowitz  the  right  to 
buy  up  to  22  million  barrels  of  gaso- 
line annually  at  the  spot  market  daily 
low.  No  fixed  price  contracts  for  Mr. 
Liebowitz,  thank  you. 

What  did  Texaco  get  from  the  deal? 
It  got  rid  of  an  antitrust  problem  and  a 
lousy  business  at  the  bottom  of  the 
market.  "The  [marketing]  margins  at 
that  time  were  the  worst  ever,  and  the 
price  was  predicated  on  that,"  says 
James  Saltzman,  a  Philadelphia  mon- 
ey manager  who  has  been  buying 
Liebowitz'  stock  for  14  years — from 
as  low  as  45  cents  to  $30.  (Recent 
price:  $44.)  Liebowitz'  timing,  in 
short,  couldn't  have  been  better. 

Leo  Liebowitz  was  born  in  Brook- 
lyn, to  immigrant  parents,  in  1927.  In 
the  early  1950s  he  and  Milton  Safe- 
nowitz  worked  for  New  York  City, 
repairing  buses.  In  1955  they  bought  a 
single-station  Sunoco  franchise  in 
Queens.  "We  were  familiar  with  the 
transportation  business,"  Liebowitz 
jokes  in  his  Plainview,  N.Y.  office 
decorated  with  such  gas  station  para- 
phernalia as  antique  pumps. 

They  took  a  major  step  forward  in 
1961,  when  they  became  one  of  Texa- 
co's  New  York  metropolitan  area  gas- 
oline distributors.  Another  step  came 
in  1976.  Liebowitz  bought  24  stations 
in  New  York  from  City  Wide  Petro- 
leum, for  about  $3  million.  Seven 
years  later  he  recorded  a  $4.3  million 
gain  from  the  sale  of  just  one  station. 

Under  Leo  Liebowitz,  Getty  Petro- 
leum now  wholesales  roughly  1.5  bil- 
lion gallons  of  gasoline — 95%  of  it 
unleaded — mostly  to  1,000  stations 
controlled  by  Getty  and  to  600  owned 
by  independents  that  have  long-term 
supply  contracts  with  Getty.  It  sup- 
plies the  rest  by  selling  to  other 
wholesalers. 

The  combination  of  falling  oil 
prices  and  fairly  firm  wholesale  and 
retail  gasoline  prices  should  cut  Get- 
ty's product  costs  enormously.  Think 
of  it  this  way:  If  the  spot  price  for  a 
gallon  of  gas  drops  1  cent  and  retail 
prices  remain  stable,  Getty  Petro- 
leum's earnings  increase  by  around 


$1.20  per  share,  according  to  George 
Shipp,  who  follows  Getty  at  Norfolk- 
based  Investment  Corp.  of  Virginia. 
He  thinks  Getty  will  earn  over  $4  per 
share  this  year. 

What  of  the  risk  of  gasoline  price 
wars  again  breaking  out?  The  risk  is 
less  than  it  was.  As  the  oil  industry 
has  consolidated,  some  25%  of  the 
country's  stations  have  been  shut- 
tered. In  theory,  the  survivors  should 
be  in  stronger  hands.  The  theory 
seems  to  be  proving  out.  "At  the 
pump,"  says  Liebowitz,  "there  has 
been  some  ease  in  pricing  pressures 
from  the  majors,  particularly  since 
the  departure  of  Arco  last  year. 

"Our  philosophy  is  180  degrees  dif- 
ferent from  an  integrated  oil  com- 
pany's," Liebowitz  adds.  "We  will 
give  up  volume  to  maintain  our  mar- 
gins." To  protect  and  increase  Getty's 
margins,  Liebowitz  and  Safenowitz 
have  cut  the  company's  administra- 
tive expenses  to  less  than  a  third  what 
Getty's  own  annual  marketing  over- 


head ran  at  before  they  bought  the 
business.  Having  digested  Getty  in 
short  order,  Liebowitz  is  looking  for 
more  stations.  The  $48  million  in  cash 
he  raised  last  August  through  a  com- 
bined offering  of  debentures  and  stock 
is  still  in  the  bank,  ready.  Isn't  Getty 
overleveraged?  While  the  SEC  makes 
Liebowitz  carry  $55  million  of  the 
Getty  assets  on  the  books  as  capital- 
ized leases,  the  debt  involved  has  no 
recourse  to  the  company.  Liebowitz 
argues,  not  without  reason,  that  Get- 
ty's true  debt-to-equity  ratio  is  about 
30%,  vs.  the  48%  he  must  report.  He 
predicts  Getty  Petroleum's  revenues 
will  exceed  $2  billion  in  two  years. 

But  the  moral  of  this  story  is  not 
that  Texaco's  John  McKinley  sold  the 
Getty  marketing  assets  at  a  fire-sale 
price.  Nor  is  it  that  Leo  Liebowitz  was 
smart  to  have  bought  them,  although 
that  is  certainly  true.  The  moral  is 
that  in  a  relatively  open  economy, 
quick-witted  businessmen  need  not 
fear  cumbersome  giants.  ■ 
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Congress  is  concerned  that  America's  avia- 
tion companies  are  trading  away  jobs  and 
technology  to  get  foreign  orders. 


Fear  of  dealing 


By  Howard  Banks 


T|HE  U.S.  AEROSPACE  INDUSTRY, 
the  nation's  largest  nonfarm  ex- 
porter, with  a  1985  trade  surplus 
of  $12  billion,  is  about  to  become  em- 
broiled in  a  political  storm  in  Wash- 
ington over  the  transfer  of  technology 
and  jobs  to  foreign  producers. 

A  just-reieased  report  from  the  Of- 
fice of  Management  &  Budget 
says  that  military  aerospace  com- 
panies give  away  over  half  the 
value  of  their  export  sales  to  for- 
eign countries  in  "offset"  deals. 
Concern  has  been  rising  in  Con- 
gress for  months  that  these  deals 
threaten  U.S.  interests,  and  that 
commercial  as  well  as  military 
aircraft  builders  are  creating  for- 
eign competitors  in  an  industry 
that  the  U.S.  still  dominates. 
"When  our  defense  contractors 
trade  away  our  economic  well- 
being  to  sell  weapons  to  foreign 
governments,  the  situation  has 
clearly  gotten  out  of  hand,"  says 
Representative  John  Dingell 
(D-Mich.),  chairman  of  the 
House  Committee  on  Energy  & 
Commerce. 

The  concern  is  misplaced.  Boeing, 
McDonnell  Douglas  and  other  aircraft 
and  engine  builders  are  not  giving 
away  the  store.  They  are  dealing  real- 
istically with  the  internationalization 
of  their  business.  Selling  aerospace 
equipment  these  days  almost  always 
involves  sharing  production  with  the 
buying  country. 

It's  a  commercial  fact  of  life.  "We 
don't  particularly  like  it,  but  we  can 
handle  it,"  says  Robeit  Rippe,  director 
of  corporate  marketing  for  McDon- 
nell Douglas.  "We  only  do  it  if  there's 
a  net  gain,"  adds  Pratt  &  Whitney's 
Larry  Clarkson. 


If  Congress  now  decides  to  limit  or 
ban  such  offset  deals,  the  industry 
fears,  it  will  be  handing  business  to 
France's  Dassault  or  Europe's  Airbus 
Industrie  or  to  manufacturers  in  a 
dozen  other  countries.  "Quite  frank- 
ly," says  Richard  Albrecht,  Boeing's 
executive  vice  president,  "60%  of 
something  rather  than  100%  of  noth- 
ing is  still  pretty  attractive." 


Just  how  much  of  the  $12  billion  in 
commercial  aircraft  exports  is  given 
back  is  not  revealed  by  either  the  in- 
dustry or  the  government.  But  a  study 
last  fall  by  the  U.S.  International 
Trade  Commission  suggested  that 
only  5%  to  6%  of  the  $18  billion  total 
value  of  U.S.  aerospace  exports  is 
handed  back,  through  offset,  to  cus- 
tomer countries. 

However,  the  OMB  study  shows 
the  offset  quotient  to  be  more  extrava- 
gant on  military  exports.  These  days 
deals  often  involve  placing  work  in,  or 
buying,  goods — not  always  airplane 
parts — from  the  foreign  country 
worth  more  than  100%  of  the  value  of 


the  contract. 

Such  excesses  are  often  encouraged 
by  the  Pentagon's  understandable  de- 
sire to  help  allies'  defense  industries 
and  to  get  some  commonality  in  de- 
fense equipment  and  spare  parts.  But 
Congress  frets  about  sharing  work 
with  foreigners  on  "sales"  that  are 
totally  paid  for,  or  heavily  subsidized, 
by  U.S.  taxpayers — such  as  those  of 
F-16  fighters  to  Israel,  Egypt  and  Tur- 
key. In  its  anxiety  over  the  trade  defi- 
cit, Congress  has  also  begun  to  ask 
questions  about  offsets  on  commer- 
cial exports. 

Representative  Bruce  Vento 
(D-Minn.)  has  criticized  technical 
help  to  Japan's  infant  aircraft  indus- 
try. Boeing  is  the  leading  target  here. 
It  agreed  in  1978  that  Japanese  compa- 
nies could  have  around  8%  of  the 
work  on  its  then-new  767. 

But  the  congressman  is  looking  at 
only  one  side  of  the  ledger.  The  Japa- 
nese were  charged  a  disproportionate 
12.5%  of  the  $2.3  billion  develop- 
ment cost  of  the  plane  in  that  particu- 
lar deal — a  kind  of  hidden  license  fee 
for  their  education  in  planemaking. 

Almost  any  fee,  of  course,  would  be 
a  reasonable  price  for  Japan  to  pay  if  it 
could  secure  a  leading  position  in 
the  worldwide  commercial  air- 
craft industry — expected  to  total 
$170  billion  in  revenues  over  the 
next  decade.  But  Boeing  places 
strict  controls  on  what  technol- 
ogy it  transfers  and  how  quickly 
it  can  be  used  on  other  projects. 
In  fact,  growing  Japanese  disap- 
pointment over  how  little  they 
are  getting  for  their  large  invest- 
ments in  planemaking  is  now 
slowing  negotiations  over  the 
new  Boeing-Japan  commercial 
partnership  on  a  150-seat  airliner, 
the  7J7. 

Congress  tends  to  see  offset  as  a 
zero-sum  game  in  which  any 
sharing  of  production  is  a  net  loss 
to  the  U.S.  In  fact,  says  McDon- 
nell Douglas'  Rippe,  whose  company 
once  accepted  hams  from  Yugoslavia 
in  part  payment  for  airplanes:  "Coun- 
tertrade gets  work  we  might  other- 
wise lose." 

What  the  worriers  miss  is  that  U.S. 
preeminence  in  aerospace  is  based 
only  partly  on  technology.  For  once, 
U.S.  superiority  is  in  manufactur- 
ing— managing  multibillion-dollar 
aviation  programs  on  time  and  to  cost 
and  market  the  product.  "We've  never 
transferred  that  knowhow  to  any- 
body," says  Boeing's  Albrecht. 

Look  for  Boeing  and  its  colleagues 
to  be  telling  that  to  a  jittery  Congress 
in  the  next  few  months.  ■ 
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Bodine 
Assembly  Systems 

More  companies  in  more  countries 
use  Bodine  Assembly  Systems 
than  any  other  in  the  world. 

Let  us  tell  you  why. 


THE  BODINE  CORPORATION  •  P.O.  BOX  3245  •  BRIDGEPORT,  CT  06605 
 (203)  334-3107  - 


Mine 


Bodine 

Assembly  Systems  That  Make  Money. 

Some  Straight  Talk  About  Factory  Automation. 

In  a  world  bedazzled  by  talk  of  factory  automation,  it's 
easy  to  overlook  the  realities  of  manufacturing.  Assem- 
bly is  the  most  difficult  of  all  manufacturing  processes 
to  automate.  Successful  implementation  of  automatic 
assembly  involves  not  only  the  use  of  existing  and 
emerging  technology,  the  tools  of  automation,  but  also 
a  sympathy  for  the  available  human  resources,  the 
parts  variations,  and  maintenance  skills  found  on  the 
factory  floor. 

In  short,  experience  in  assembly  mechanization  is  ab- 
solutely essential  to  success. 

Bodine  -  The  World's  Most  Experienced 
Builder  of  Automatic  Assembly  Systems. 

Bodine  machines  built  in  our  plant  in  Bridgeport,  Con- 
necticut, together  with  those  built  by  our  licensees  in 
Europe  and  Japan  are  currently  operating  in  Canada, 
Japan,  England,  Germany,  Norway,  Ireland,  Australia, 
Mexico,  Italy,  Belgium,  Puerto  Rico  as  well  as  every- 
where in  the  United  States.  Continuous  cross  exchange 
of  technical  information  between  our  plants  insures 
that  our  machines  are  competitive  in  a  world  market. 
The  scope  of  our  experience  is  available  to  you. 

Bodine  Assembly  Systems  are  Affordable. 

Payment  terms  can  be  matched  to  your  budget.  But 
more  importantly,  the  simple  rugged  dependability  of 
Bodine  modular  construction  will  dramatically  reduce 


More  companies  in  more  countries 
use  Bodine  Assembly  Systems 
than  any  other  in  the  world. 

Let  us  tell  you  why. 


operating  and  maintenance  costs.  High  up-time  and 
low  maintenance  have  made  them  the  choice  of  experi- 
enced operators  around  the  world. 

Bodine  Assembly  Systems  are  Appropriate 
to  your  Plant  Environment. 

Assembly  systems  operate  on  the  factory  floor.  Their 
design  must  be  matched  to  the  resources  available  at 
that  site.  Whatever  your  environment,  sophisticated  or 
simple,  we  can  configure  your  system  to  your 
resources. 

Bodine  Experience  is  Available 

at  Every  Step  of  your  Automatic  Program. 

Bodine  is  prepared  to  assist  you  at  every  step  of  your 
program  from  design  concept  all  the  way  to  full  pro- 
duction. We  will  help  you  keep  your  project  on  time, 
within  budget  and  profitable. 

Why  not  call  our  Senior  Vice  President,  Frank  J.  Riley 
at  (203)  334-3107.  Let  him  outline  how  we  can  help  you. 


Bodiue 

Modular,  flexible  systems  incorporating  over 
half  a  century  of  success  in  automatic  assembly. 

THE  BODINE  CORPORATION  •  P.O.  BOX  3245  •  BRIDGEPORT,  CT  06605 


With  the  GE-RCA  merger,  Jerry  Pearlmaris 
Zenith  Electronics  will  he  the  last  indepen- 
dent U.S.  manufacturer  of  TV  sets.  He 
doesn't  seem  particularly  worried  about  it. 

Why  is  this 
man  smiling? 


By  Allan  Dodds  Frank 


We're  still  here,"  Jerry  K. 
Pearlman  likes  to  say.  Is  the 
chairman  of  Zenith  Electron- 
ics Corp.  merely  rearranging  deck 
chairs  on  the  Titanic7.  After  all,  the 
GE-RCA  merger  means  Glenview, 
111. -based  Zenith,  the  last  independent 
American  producer  of  television  sets, 
will  wind  up  deeper  in  second  place 
than  ever.  GE  and  RCA  together  will 
have  nearly  25%  of  the  market,  to 


16%  for  Zenith.  Another  10%  goes  to 
Dutch-controlled  North  American 
Philips  Corp.'s  three  brands.  The  rest 
of  the  market  goes  to  the  Japanese  and 
South  Koreans. 

So  why  does  Pearlman  say  that  the 
merger  is  fine  by  him?  Simple:  He  is 
counting  on  GE's  reluctance  to  wage  a 
price  war  in  a  market  where  it  has  a 
big  presence  and  where  margins  are 
already  thin.  The  merger  can't  hurt, 
Pearlman  reasons,  and  it  might  even 
help  stabilize  last  year's  chaotic  TV- 


set  market,  which  produced  high  vol- 
ume and  nonexistent  margins  for  al- 
most everybody  on  both  sides  of  the 
Pacific. 

Pearlman,  of  course,  could  have 
caused  plenty  of  trouble  for  GE  and 
RCA  by  crying  antitrust.  He  didn't. 
"We're  playing  in  a  world  market,"  he 
says,  "and  in  a  world  market  the  com- 
bination of  GE  and  RCA  is  still  very 
small." 

His  goodwill  may  be  very  good  busi- 
ness. If  GE  and  RCA  can  firm  up 
prices  and  allow  Zenith  to  put  money 
in  the  bank,  too,  Zenith  will  have 
plenty  of  upward  leverage.  James 
Magid,  senior  vice  president  of  L.F. 
Rothschild,  Unterberg,  Towbin,  fig- 
ures that  with  Zenith's  new  techno- 
logically advanced  assembly  and  cabi- 
net-making plants  in  Mexico  and  the 
U.S.,  every  $10  price  increase  on  a 
$400  TV  set  represents  25  cents  a 
share  in  earnings.  After  all,  television 
sets  and  VCRs  accounted  for  about 
60%  of  Zenith's  $1.6  billion  in  sales 
last  year,  while  they  were  at  best  10% 
of  RCA-GE's  nearly  $40  billion. 

Even  tougher  price  competition 
from  the  Japanese  is,  for  now,  not 
much  of  a  worry.  With  margins 
squeezed  by  the  stronger  yen,  Sony 
recently  announced  modest  price 
hikes.  JVC  and  Matsushita  are  expect- 


Zeriith  Chairman  Jerry  K.  Pearlman  with  the  company's  Z-171  desktop  computer 

"If  the  industry  continues  to  commit  hara-kiri,  it  will  be  very  tough  for  us.' 


40 


FORBES,  MARCH  10,  1986 


d 


Power  Corrupts. 
Absolute  Power  Corrupts  Absolutely. 


In  the  Italian  Renaissance  the  word  for  power 
was  Machiavelli.  In  the  second  Italian  Renaissance, 
the  word  is  Maserati.  Only  Maserati  would  dare 
arm  a  V-6  passenger  car  engine  with  the  same  twin 
turbos  found  only  on  Formula  One  race  cars. 
While  lavishing  the  cockpit  with  racing 


instrumentation  and  handstitched  leather  appoint- 
ments befitting  a  drive  of  neo-Medici  aspirations. 
Result?  A  mating  of  absolute  power  and  absolute 
luxury.  Maserati  Spyder  convertible,  about 
$32,000,  not  including  state  and  local  taxes. 
The  second  Italian  Renaissance  has  begun. 


THE  ITALIAN  TKADITK  >N. 


For  a  test  drive  at  a  Maserati  dealership,  call  301-646-3630,  East  Or  415-775-3721,  West 


ed  to  follow.  And  lower-cost  produc- 
ers in  Hong  Kong,  South  Korea  and 
Taiwan  are,  in  the  main,  Japanese- 
financed. 

But  in  the  longer  run,  Pearlman 
must  worry  about  what  the  foreigners 
might  do  should  they  begin  to  lose 
market  share.  If  everything  goes  as 
Pearlman  hopes,  all  manufacturers 
might  make  money  the  way  they  did 
in  1982-84.  "But  if  the  industry  con- 
tinues to  commit  hara-kiri,"  he  says, 
"it  will  be  very  tough  for  us." 

Tough  like  last  year.  Through  the 
first  three  quarters  of  1985,  on  sales  of 
$1.14  billion,  Zenith  lost  $11.3  mil- 
lion, or  49  cents  a  share,  compared 
with  net  income  of  $52.3  million,  or 
$2.37  a  share,  on  $1.23  billion  in  the 
same  period  of  1984.  With  TV  sets 
little  more  than  a  break-even  busi- 
ness— Zenith  won't  say — the  big  loser 
was  cable-TV  system  equipment, 
such  as  decoders  and  signal  scram- 
blers, where  Zenith  sales  declined 
more  than  $70  million  from  $157  mil- 
lion in  1984. 

The  big  winner,  but  not  big  enough 
to  offset  the  problems  in  cable,  was 
Zenith's  small-computer  business, 
which  now  accounts  for  about  20%  of 
sales.  Sales  of  Zenith's  small,  radia- 
tion-protected Tempest  and  desktop 
portables  have  gone  from  $100  mil- 
lion to  nearly  $350  million  in  three 


years,  thanks  in  part  to  big  contracts 
from  the  Air  Force,  Navy  and  Marine 
Corps.  The  Army  needs  small  com- 
puters, too,  so  don't  be  surprised  if 
Zenith  gets  more  Pentagon  help. 

The  company's  Z-171  14-pound 
computer  with  two  disk  drives,  which 
sells  for  about  $2,400,  may  also  make 
a  stir  in  the  civilian  market  now  that 
Ford  Motor  Co.  has  ordered  hundreds 


"We're  playing  in  a  world 
market,  and  in  a  world 
market  the  combination  of 
GE  and  RCA  is  still  very 
small." 


for  its  executives.  Providing  monitors 
and  computer  power  supplies  to  com- 
panies like  IBM  also  looks  promising. 

Why,  then,  does  Zenith  hang  on  in 
consumer  electronics?  Simply  be- 
cause Pearlman  still  likes  his  chances 
there.  More  than  90%  of  the  87  mil- 
lion U.S.  households  already  have  a 
color  television,  but,  he  asks,  what 
about  a  second  and  third  color  set? 
This  year,  too,  all  three  TV  networks 
will  be  broadcasting  their  sound  sig- 
nal in  stereo,  which  few  existing  TV 
sets  can  handle. 

Pearlman  thinks  his  aggressive  an- 
tidumping and  antitrust  suits  against 


the  Japanese  in  the  federal  courts  and 
before  the  International  Trade  Com- 
mission are  a  help,  too.  The  suits  are 
expensive  and  time-consuming,  but 
he  thinks  he's  getting  something  for 
his  trouble — namely,  second  thoughts 
abroad  about  dumping.  At  the  very 
least,  the  suits  tend  to  put  a  floor 
under  prices. 

More  concrete  help  is  on  the  way. 
House  Ways  &  Means  Chairman 
Daniel  Rostenkowski  (D— 111.),  whose 
district  includes  a  big  Zenith  plant, 
has  introduced  a  bill  to  raise  the  duty 
on  some  parts  imported  by  foreign 
companies  assembling  TV  sets  in  U.S. 
plants.  An  identical  bill  has  been  in- 
troduced by  Republican  John  Dan 
forth,  chairman  of  the  Senate  Com- 
merce Committee.  Count  on  this  one 
to  pass. 

With  the  computer  business  look- 
ing good,  and  with  prospects  for  better 
prices  on  his  TV  sets,  Pearlman  reck- 
ons that  this  year  has  to  be  better  than 
last  year.  There  is  always  the  possibil- 
ity, of  course,  that  GE-RCA  might 
choose  to  raise  some  hell  in  the  TV 
market  by  price-cutting  or  by  moving 
to  acquire  an  Asian  picture  tube  or 
VCR  manufacturer,  which  would  give 
them  cost  advantages  that  Zenith 
couldn't  match.  In  which  case,  Pearl- 
man has  his  defense  already  in  hand. 
Then,  he  says,  "We'd  sue  like  hell."  ■ 


If  this  is  allyou  thinkof  Coleman, 


you're  all  wet. 


Most  people  know  Coleman  makes  lanterns.  What  they  don't  know  is  our  subsidiaries  also  make 
3'Brien^  and  MasterCraft*  water  skis.  Number  one  skis  among  both  amateur  and  professionals 
For  even  more  surprises,  call  1-800-521-4900,  ext.  50  (In  MN,  1-800-642-2800,  ext.  50). 
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THE  CHOICE  IS  FIDRIDA, 


Eight  states  were  in  the  running  for  their 
new  regional  facility. 
They  chose  Florida. 

In  large  part  because  of  our  people.  Florida's 
work  force  has  earned  a  reputation  for  being 
highly  skilled  and  reliable.  Along  with  having 
strong  company  loyalty. 

They  chose  Florida  because  of  our  business 
climate.  Our  state  and  local  governments 
want  and  welcome  new  businesses.  And  our 
corporate  taxes  allow  businesses  to  be 
competitive.  There  is  no  unitary  tax.  And  no 
personal  income  tax. 

And  they  looked  at  the  most  current  data 
and  found  Florida  to  be  the  trend-setting 
state  in  the  nation.  So,  when  you're  looking  at 


Florida  today,  you're  seeing  the  state  of  the 
future. 

The  bottom  line.  Florida  is  considered  to  be 
the  premiere  business  opportunity  state  in 
the  country. 

So,  when  they  set  out  to  open  their  new 
facility,  it  was  clear  why  we  got  it. 

For  more  information,  write  to  Lt.  Governor 
Wayne  Mixson,  Secretary  of  Commerce, 
501C  Collins  Building, 
Suite  FB,  Tallahassee,  Florida  32301. 
Or  call  (904)  488-5507. 


WE  GOT  II 


0  1986    State  of  Florida.  Division  of  Economic  Development 


The  ITT  XTRA  XP  desktop  personal  computer. 


OSSESSIONS 
DR  A  MOMENT  OF  TIME." 


Elizabeth  I 


ouy  lime. 

Long  before 
the  16th-century 
reign  of  Queen 
Elizabeth  I,  man 
began  his  quest 
for  a  way  to  hoard 
that  most  precious  of  commodities.  Time. 

But  man  has  found  he  simply  can't  create  more 
time  for  more  work  or  for  more  play.  He  can  only 
make  better  use  of  the  few  hours  he  already  has. 

Hence,  the  devel- 
opment of  today's 
business  computers. 

The  ITTXTRAtm 
XE  Our  crown- 
ing achievement. 

By  matching  mem- 
ory to  the  muscle 
of  the  Intel  80286  microprocessor,  we're  able  to 
achieve  ''no  wait  states!' 

Processing  flows  uninterrupted,  never  waiting 
for  slower  memory  to  catch  up. 

Making  the  ITT  XTRA  XP  thirty  percent 
faster  than  the  IBM  AT.  And  fully  XT-compatible. 

Good  news  for  the  business  with  precious  few 
moments  to  waste. 

Gain  the  benefits  of  60  years.  Today. 

ITT  has  been  a  telecommunications  leader  for 
over  60  years. 

And,  being 
a  corporation 
made  of  many 
businesses,  we're 
in  a  unique 
position  tobetter 
understand  you 
and  your  business. 


ITT 
XTRA  XP 

COMPAQ 
286 

IBM 

PC/AT 

Lotus  1-2-3 

1  lsec 

13  sec 

1 5sec 

dBase 

36sec 

52sec 

56sec 

FormSort 

52  sec 

lmin  5sec 

lmin  lOsec 

'All  comparisons  art  fur  purpmes  ot  illustration  only,  i 
performance  dependent  on  application 


application 


Helping  you  make  optimum  use  of  your  time. 
Today,  as  well  as  tomorrow. 

A  moment's  investment  today  can 
pay  off  royally  tomorrow. 

Call  (800)  321-7661.  Or  in  California,  (800) 
368-7300.  _ 

And  call  quickly.  Every 
moment  wasted  is  a  poten-       9      n  m 

tially  profitable  momenl         mMu  Bum  mm  i 

you'll  never  possess  again.      PERSONAL  COMPUTERS 

BECAUSE  TIME  IS  THE  ULTIMATE  BOTTOM  LINE. 

<  1986,  ITT  Information  Systems 
IBM,  PC/AT  and  PC/XT  are  registered  trademarks  of  International  Business  Machines  Intel  80286  is 

a  registered  trademark  of  Intel  Corporation.  Compaq  286  is  a  registered  trademark  of  Compaq 
Computer  Corporation  Lotus  and  1  -2-3  are  registered  trademarks  of  Lotus  Development  Corporation. 
dBase  is  a  registered  trademark  of  Ashton-Tate. 


Patent  law  used  to  be  a  joke  in  this 
country).  No  more.  Look  for  more  lawsuits 
like  Texas  Instruments'  no-holds-barred 
battle  against  the  Japanese. 


A  weapon 
at  last 


By  Jill  Andresky 


A little  over  a  month  ago,  $4.9 
billion  (1985  sales)  Texas  In- 
k  struments  declared  war  on  one 
Korean  and  eight  Japanese  semicon- 
ductor firms,  including  Toshiba,  Hita- 
chi and  NEC.  TI's  weapon  is  U.S.  pat- 
ent law,  which  until  recently  has  been 
one  of  the  weakest  links  in  our  legal 
system. 

The  lawsuit  charges  the  foreign 
firms  with  knocking  off 
copies  of  TI's  patented 
DRAM  (dynamic  random 
access  memory)  semicon- 
ductor chips  and  selling 
them  in  the  U.S.  without 
paying  for  licensing  rights. 
In  launching  the  suit,  TI, 
which  lost  $119  million  in 
its  latest  fiscal  year,  re- 
portedly was  encouraged  by 
officials  at  the  U.S.  Trea- 
sury, Commerce  and  State 
departments. 

Although  there  has  yet  | 
been  no  legal  response  from  \ 
the  Japanese  and  Koreans,  \ 
the  Japanese  press  has  been 
running  scare  headlines 
that  this  may  become  a 
trend.  There's  good  reason 
for  the  Japanese  alarm.  The 
case,  filed  in  both  a  U.S.  District 
Court  in  Texas  and  the  International 
Trade  Commission,  doesn't  merely 
ask  for  financial  relief.  It  seeks  injunc- 
tions against  the  foreign  companies 
and,  even  more  important,  a  ban 
against  importing  any  computers, 
television  sets  or  other  such  products 
containing  the  offending  DRAMs. 

"I  think  we'll  see  many  more  of 
these  Tl-type  lawsuits,"  says  Richard 
Kurtz,  head  of  the  Patent  Law  Associ- 
ation of  Philadelphia  and  a  partner  at 
Woodcock  Washburn  Kurtz  Mack- 


iewicz  &  Norris.  Why?  "Because  busi- 
ness people  realize  that  our  patent 
system  has  gotten  stronger." 

Before  1982,  U.S.  patent  law  was  a 
joke,  and  a  bad  one  at  that.  "When  a 
patent  owner  would  sue  another  com- 
pany for  infringement,  that  company 
would  countersue,  saying  the  patent 
was  invalid,  and  often  the  courts 
would  agree,"  says  Michael  Epstein, 
an  intellectual  property  attorney  at 
Weil,    Gotshal    &   Manges.  "That 


meant  companies  couldn't  rely  on  the 
system  to  protect  them  even  if  they 
had  a  working  patent." 

In  effect,  the  courts  would  have  to 
end  up  second-guessing  the  U.S.  Pat- 
ent Office  as  to  whether  or  not  an 
invention  was  in  fact  "new,  useful 
and  unobvious." 

What  turned  the  tide  was  the  Court 
of  Appeals  for  the  Federal  Circuit 
(CAFC),  set  up  by  Congress  in  1982  to 
handle  all  patent  lawsuit  appeals 
(Forbes,  Sept.  10,  1984).  The  15  judges 
of  the  new  court  have  already  sent  out 


a  clear  pro-patent  message.  In  1981 
only  40%  of  patents  were  upheld  by 
the  courts,  while  in  1985  an  estimated 
60%  were. 

One  influential  case:  Smith  Interna- 
tional, Inc.  v.  Hughes  Tool  Co.  in  1983. 
A  federal  court  in  California  had  held 
that  Hughes'  patent  for  a  part  in  its 
famous  drilling  bit  was  invalid.  The 
CAFC  reversed  the  earlier  decision, 
holding  that  the  lower  court  made  "a 
clear  error  of  [interpreting]  the  law" 
when  it  denied  an  injunction  against 
Smith.  The  injunction  was  issued  in 
December  1984,  and  a  ruling  ori  dam- 
ages by  the  district  court  is  expected 
shortly. 

Then  there  is  the  recent  victory  of 
Polaroid  Corp.  over  Eastman  Kodak 
Co.,  a  ten-year-old  case  that  many 
observers  had  dismissed  as  quixotic. 
In  September  a  Massachusetts  federal 
court  found  that  Kodak  had  violated 
seven  Polaroid  instant  photography 
patents.  Although  the  decision  is  be- 
ing appealed  to  the  CAFC,  Kodak  has 
already  been  forced  to  close  down 
$230  million  worth  of  operations.  Po- 
tential damages  have  been  estimated 
at  more  than  $1  billion.  "The  case  is  a 
milestone  because  the  judge  was  will- 
ing to  stand  firm  in  the  face  of  ex- 
treme hardship  for  Eastman  Kodak," 
Tim  l™ is    says  Epstein. 

Pro-patent  decisions  may 
boost  corporate  research 
and  development  efforts  as 
businesses  begin  to  feel 
more  confident  about  their 
abilities  to  safeguard  their 
inventions.  In  addition,  re- 
search and  development 
should  be  more  profitable, 
since  companies  will  be 
more  likely  to  buy  licenses 
from  patent  owners  than  to 
risk  having  to  pay  infringe- 
ment damages. 

All  that  means  a  likely 
increase  in  the  number  of 
products  patented,  espe- 
cially in  areas  the  courts 
have  recently  deemed  pat- 
entable, such  as  computer 
software  and  bioengineer- 
ing  technologies. 

Carried  too  far,  of  course,  the  pro- 
patent  trend  may  lead  to  problems — a 
sharp  increase  in  patent  infringement 
suits  and  perhaps  bankruptcies  by 
companies  that  lose  big  decisions.  It's 
up  to  the  CAFC  to  see  that  patent 
lawsuits  don't  become  the  product  li- 
ability cases  of  the  1990s.  That  means 
the  appeals  court  and  lower  circuit 
courts  must  impose  sensible  limits  on 
judgments  and  levy  fines  for  frivolous 
suits.  But  so  far  the  trend  is  all  to  the 
good.  ■ 


46 


FORBES,  MARCH  10,  1986 


At  Chubb  our  responsibility  is  to  settle  claims, 
not  prolong  them.  Our  claims  personnel 
have  the  knowledge,  the  authority  and  the 
commitment  to  settle  claims  quickly  and  fairly, 
usually  within  48  hours  of  an  agreement. 

The  more  you  have  to  insure,  the  more 
you  need  Chubb. 


The  Chubb  Group  of  Insurance  Companies  is  proud  to  participate 
in  'American  Playhouse'.'  Watch  for  it  on  PBS. 


For  further  information 
telephone  800-922-0533. 


CHUBB 


TheMcon900. 


Promises  made,  promises  kept. 


PROGRAM  MILESTONES 

FAI  CON  000 

Gill  FSTRFAM  IV 

May  L  1 ,  Lyoj 

Rollout 

May  18, 1984 

* 

September  1985 

First  Flight 

Sept.  21, 1984 

September  1985 

Start  of  Certification  Test  Program 

Sept.  24,  1984 

* 

Behind  Schedule 

Complete  Interior  Installed 

Nov  13,  1984 

To  Be  Announced 

Flight  Envelope  Expansion  Completed 

Nov.  28, 1984 

To  Be  Announced 

Guaranteed  IFR  Range  Verified 

Dec.  5, 1984 

Only  a  '  'theoretical  range 
is  guaranteed 

Engine  Certification 

it 

Dec  12, 1984 

November  1986 

First  Customer  Demonstrations 

Jan.  29, 1985 

To  Be  Announced 

First  Flight  of  Second  Airplane 

Aug.  30, 1985 

To  Be  Announced 

Demonstrated  495 7  Mile  Range 

Sept.  20,  1985 

Only  a  '  'theoretical  range ' ' 
is  guaranteed 

Demonstrated  84  Mach  Cruising  Speed 

Oct.  13,  1985 

To  Be  Demonstrated 

FAA  Certification 

March  1986 

November  1986 

First  Customer  Deliveries 
of  Certified  Aircraft 

Late  1986 
(with  interior) 

Late  1986 
("green") 

isOn  Schedule. 
'Behind  Schedule. 
Data  as  of  January  21, 
1986. 


alcon  Jet's  guarantees  are 
npressive."  Aviation  Convention  News 
March  1,  1985 

he  numbers  we  achieved  speak 
'ell  for  the  validity  of  the  Falcon 
00 's  expected  performance. " 

Business  and  Commercial  Aviation 
May,  1985 

he  Falcon  900  is  nothing  short  of 
Jectacular  in  handling,  perfor- 
tance,  range  and  visual  appeal.  " 

Flying  January,  1986 

alcon  Jet  has  a  history  of  meeting 
-even  exceeding — its  promises. 

0  it  shouldn't  be  surprising  that 
ur  new  Falcon  900  has  emerged  a 
lore  versatile  and  capable  aircraft 
lan  even  we  said  it  would  be. 

Take  range,  for  example.  On 
sptember  20,  1985,  the  900  flew 
onstop  from  Paris  to  Little  Rock — 

1  equivalent  still  air  distance  of 
957  statute  miles — and  landed 
ith  over  an  hour's  fuel  on  board, 
ompare  this  against  our  original 
uaranteed  range  of  4376  statute 
liles  (8  passengers  and  IFR  re- 
irves). 

The  Falcon  900  has  also  demon- 
rated  the  ability  to  do  interconti- 
ental  flights  at  high  speeds — even 
ithout  the  benefit  of  tail  winds.  In 
)ctober,  it  set  an  unofficial  speed 


record  by  flying  from  Teterboro, 
New  Jersey  to  Istres,  France  (a  dis- 
tance of  4065  statute  miles)  at  an 
average  cruising  speed  of  .84  Mach. 
We  believe  that's  faster  than  any 
other  business  jet  has  ever  made 
this  crossing. 

As  far  as  the  900 's  reliability  is 
concerned,  consider  this  fact:  We 
recently  took  the  aircraft  to  30  loca- 
tions throughout  the  U.S.  and  Can- 
ada and,  in  just  18  days,  made  73 
flights  totalling  75  hours.  This  is  a 
much  higher  utilization  rate  than 
typical  corporate  service.  Yet,  even 
under  more  demanding  conditions, 
the  Falcon  900  met  the  schedule 
without  a  single  mechanical  prob- 
lem or  delay. 


FalconJet 

Teterboro,  New  Jersey  07608 


Promises  Made, 
Promise  Exceeded 

Indeed,  every  facet  of  the  900  pro- 
gram has  surpassed  expectations. 
Production  is  in  full  swing,  and 
certification  is  close  at  hand. 

But  this  is  just  what  you  would 
expect.  After  all,  the  Falcon  900  is  a 
Falcon,  first  and  foremost:  the 
latest  in  a  proud  family  of  business 
jets  designed,  manufactured  and 
supported  by  a  company  that  has 
earned  its  reputation  by  the  integ- 
rity of  its  promises. 

Isn't  that  the  kind  of  plane  you'd 
rather  have?  For  more  information, 
or  to  arrange  a  demonstration  flight, 
call  Roy  Bergstrom  at  (201)  393-8056 
or  mail  in  the  coupon  today. 

i 


□  Please  send  me  more  information  about 
the  Falcon  900,  including  a  reprint  of 
Flying  magazine's  review  of  the  aircraft 
(January  1986). 

□  I'd  like  to  arrange  a  sales  presentation. 


Name/Title 

Company  

Address  

City  

Phoned  


.State. 


.Zip. 


) 
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Now  flying  a_ 


Italy's  Communist  Party  newspaper  is 
printing  stock  quotations,  and  unionized 
workers  are  striking  for  the  right  to  buy  a 
new  issue.  What  economic  force  is  trans- 
forming the  land  of  dolce  far  niente? 

Deregulation, 
Italian  style 


By  Mareia  Saras 


T|he  Milan  stock  exchange 
continues  to  surge.  It  was  up 
another  8%  last  month  on  the 
Capital  International  index,  after 
more  than  doubling  last  year  on  a 
quadrupling  of  volume.  New  compa- 
nies are  rushing  to  list  their  shares — 
40  scheduled  for  this  year,  up  from  12 
companies  in  1985. 

What's  happening  in  Italy?  More 
than  just  another  stock  market  boom. 
An  awakened  equity  market  is  spur- 
ring a  restructuring  of  Italian  industry 
and  rousing  Italy's  $350  billion  (gross 
domestic  product)  economy. 

The  process  began  only  18  months 
ago,  when  the  Italian  government  le- 
galized mutual  funds.  The  funds  are 
drawing  into  general  circulation  the 
considerable  savings  of  the  Italian 
people.  Italy  has  the  world's  highest 
household  savings  rate — 22%,  com- 
pared with  Japan's  18%  and  the  U.S.' 
6%.  Traditionally,  people  put  their 
money  in  real  estate  or  government 
bonds.  But  the  real  es- 
tate market  collapsed  in 
the  early  1980s.  Since  the 
summer  of  1984,  19.8  tril- 
lion lire  ($12  billion)  has 
poured  into  the  mutual 
funds.  According  to  financier 
Peter  Treves,  an  authority  on 
the  Italian  economy,  much  of 
this  money  was  brought  in  by 
door-to-door  salesmen;  a  good 
part  was  garnered  by  banks. 

Most  of  the  fund  assets  were  in 
vested  in  bonds,  but  $3  billion  went 
into  equities.  Foreign  investors  added 
another  $3  billion,  and  the  rush  of 
new  investors  transformed  a  previous- 
ly clubby  stock  market. 

Change  was  needed.  The  Italian 
economy  had  traditionally  been  run 
by  the  state,  which  controls  51%  of 
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GDP  (highest  in  Europe),  and  by  fam- 
ily companies  with  far-flung  hold- 
ings— the  Agnelli  family's  industrial 
and  financial  empire  based  on  the  Fiat 
automobile  company,  for  example, 
and  the  tiremaking  Pirelli  SpA  of  Mi- 
lan's Pirelli  family,  and  the  diversified 
industrial  group  dominated  by  the 
Bonomi  family  of  Milan.  The  average 
Italian  worker,  meanwhile,  paid  Eu- 
rope's highest  marginal  tax  rates, 
nearly  60%,  forcing  much  of  the  pri- 
vate sector  underground.  (That  under- 
ground economy  is  now  sizable,  add- 
ing perhaps  another  30% — over  $100 
billion,  that  is— to  GDP.) 

Capital  for  business  was  available 
only  from  retained  earnings  or  state 


Italian  savers  became  in- 
vestors and  drove  up  the  Mi- 
lan stock  market  once  mutu- 
al funds  went  on  sale  in  the 
summer  of  1984. 


banks,  further  solidifying  the  fami- 
lies' grip.  The  stock  market  was  a 
distant  abstraction  to  the  small  inves- 
tor. Jokes  a  Milan  money  man:  "The 
people  who  could  influence  the  mar- 
ket could  breakfast  together." 

For  a  while  the  structure  worked. 
The  Italian  economy  was  always  in 
better  shape  than  mere  statistics 
made  it  appear.  Small  private  compa- 
nies turned  out  the  apparel  and  fur- 
nishings and  machinery  that  gave 
the  Italians  a  worldwide  reputation 
for  design  and  quality.  The  big  com- 
panies, whether  family-  or  state- 
owned,  employed  the  union  labor 
that  makes  up  50%  of  the  20-mil- 
lion-person  work  force.  But  that 
structure  buckled  in  the  recession 
that  began  with  the  1979  oil  price 
increase  (Italy  has  no  domestic  ener- 
gy resources  to  speak  of)  and  contin- 
ued through  1981. 

Company  profits  fell  in  that  reces- 
sion, and  internal  cash  was  low,  elim- 
inating one  financing  source.  The  oth- 
er, bank  loans,  was  also  closed:  Real 
interest  rates  were  at  record  highs, 
and  firms  were  already  overleveraged. 
By  the  early  1980s,  when  most  Euro- 
pean economies  were  growing  slowly, 
Italy's  was  shrinking— GDP  fell  0.5% 
in  1981-82. 

It  was  at  that  point,  after  a  decade  in 
which  Italy  had  been  wracked  by  Red 
Brigades  terrorism  and  some  of  Eu- 
rope's worst  labor  unrest,  that  Fiat, 
Italy's  largest  private  firm  (1985  sales, 
$15  billion),  took  a  stand  against  the 
unions.  In  October  1980  Fiat  fired  61 
workers  for  terrorism.  After  a  five- 
week  strike,  40,000  employees  defied 
their  unions  and  marched  back  to 
work.  That  cleared  the  way  for  cost- 
cutting  throughout  industry,  and 
the  results  are  now  appearing  in 
the  record  earnings  of  such  com- 
panies as  Fiat  and  the  $3.5  billion 
data  processing  firm  Olivetti. 
Last  year  the  $8  billion  (sales) 
conglomerate  Montedison  re- 
ported its  first  profit  in  a 
decade. 

The  government  also  had 
a  change  of  heart.  Succes- 
sive Italian  governments 
(42  in  the  40  years  since 
World  War  II)  had  never 
liked  the  stock  market  because  it  di- 
verted savings  needed  to  finance  its 
huge  budget  deficit — 15%  of  gross  na- 
tional product,  triple  the  U.S.  level. 
But  faced  with  economic  decline,  the 
government  conceded  that  new  pri- 
vate capital  was  needed.  In  March 
1983,  after  19  years  of  debate,  it  final- 
ly okayed  mutual  funds.  The  first 
ones  appeared  in  the  summer  of  1984. 
More  than  the  stock  market  bene- 
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THE  NEW  BMW 
ELECTRONIC  TRANSMISSION. 
IT  NOT  ONLY  SHIFTS  GEARS, 
IT  SHIFTS  PERSONALITIES. 


The  trouble  with  conventional  automatic 
ansmissions  is  they  don't  just  change  gears 
jtomatically.  They  also  automatically  limit 
)ur  options.  By  shifting  at  the  same  points— 
igardless  of  driving  conditions. 

The  new  BMW  electronic  transmission,  on 
ie  other  hand,  displays  an  uncanny  ability 
i  shift  with  changing  circumstances.  Because 
;  microprocessors  are  programmed  to  work 
concert  with  BMW's  electronic  engine  man- 
cement  system,  shifting  at  different  points 
spending  on  your  requirements. 


Set  it  on  "E,"  for  example,  and  the  car 
smoothly  and  effortlessly  changes  gears  to  de- 
liver optimal  fuel  economy*  Switch  to  "S," 
however,  and  instantly  the  car  is  transformed 
into  its  sport  mode.  Delaying  upshifts  to  a  very 
aggressive  5,500  rpm's,  the  range  where  max- 
imum horsepower  is  generated.  And  there's 
a  third  setting,  3-2-1,  that  allows  you  to  select 
a  particular  gear  and  stay  in  it. 

Of  course,  the  effectiveness  of  a  transmis- 
sion like  this  is  ultimately  dependent  on  the 
car  it's  linked  to.  Which  just  happens  to  be  all 


BMW's  3.5-liter  models,  from  BMW's  fastest  se- 
dan, the  535i,  to  BMW's  most  luxurious  sedan, 
the  L7,  shown  here. 

For  a  full  demonstration,  visit  your  nearby 
BMW  dealer.  Where  you  can  experience  what 
it's  like  to  drive  a  car  that  instantly  converts 
your  mood  into  action  without  any  loss  in  trans- 
mission. And  where,  at  participating 
dealers,  you'll  find  comprehensive 
leasing  programs  through  the  BMW!! 
Credit  Corporation. 

THE  ULTIMATE  DRIVING  MACHINE. 


A-estimated  [2£]  mpg,  30  highway  Fuel  efficiency  figures  are  for  comparison  only  Your  actual  mileage  may  vary  depending  on  speed,  weather  and  trip  length  ©1986  BMW  of  North  America,  Inc  The  BMW  trademark  and  logo  are  registered 
ropean  Delivery  can  be  arranged  through  your  authorized  U  S  BMW  dealer 


two  years  old  and  growing 
stronger  ewry  day 


It  comes  as  no  surprise.  From 
the  day  of  divestiture,  BellSouth 
has  been  the  largest  of  all  the  re- 
gional holding  companies.  We 
have  always  had  the  strength  to 
grow  and  the  skills  to  do  it. 

Our  strategies  have  been  clear: 
to  focus  on  telecommunications, 
the  business  we  know  best;  to  be 
financially  driven  while  maintain- 
ing our  consumer  orientation 
with  a  commitment  to  service; 
and  to  pursue  orderly  and  sensi- 
ble diversification. 


Two  years  of  strong  financial  performance 

100  h       0/0  cumulatlve  total  return  * 


1o   2o  3o   4q    1o   2q  3o  4q 


"Total  return  =  yield  +  price  appreciation 

Sound  Financial  Strategies 

The  soundness  of  these  strate- 
gies can  be  measured  in  a  number 
of  ways.  First,  financially.  More 
than  90%  of  our  revenues  and 
profits  come  from  our  two  telephone 
operating  companies,  Southern 
Bell  and  South  Central  Bell.  Their 
record-setting  performances  over 
the  past  two  years  have  helped 
BellSouth  stock  to  outperform  both 
the  Dow  Jones  Industrial  Average 
and  the  Standard  and  Poor's  500 
Average. 

Information  Age  Technology 

Our  focus  on  telecommunica- 
tions places  us  in  the  lead  as  Amer- 
ica races  into  the  Information  Age. 
In  this  new  era,  when  telecommu- 
nications will  become  the  most 
significant  part  of  this  nation's  eco- 
nomic infrastructure,  BellSouth's 
$21  billion  network  already  in  place 
is  offering  our  customers  the  lead- 
ing edge  of  technologies. 


Our  investment  of  some  $19 
billion  over  the  past  seven  years 
has  produced  an  abundance  of 
new  products  and  services  for  our 
present  and  future  customers.  We 
are  one  of  the  leading  companies 
in  the  deployment  of  fiber  optic 
cable.  Our  customers  today  can 
have  such  exotic  high-tech  serv- 
ices as  MegaLinkr  TouchStarr 
LightGatef  PulseLmkr  Syn- 
chroNet5"1  and  ESSXr  which 
transmit  voice,  data  or  video 
signals  over  telephone  access 
lines.  These  and  many  other  new 
services  are  being  marketed  ag- 
gressively to  our  residential  and 
business  customers. 


People,  Promise 

Though  BellSouth  is  just  two 
years  old,  we  are  not  new  at  all. 
We  inherited  the  legacy  of  two  of 
the  proudest  names  in  the  Bell 
System:  Southern  Bell  and  South 
Central  Bell.  We  are  a  company  of 
some  93,000  people  whose  tal- 
ents and  experience  become  ev- 
ermore important  as  technology 
spawns  new  market  opportunities 
for  us.  Accompanying  that  experi- 
ence is  financial  competence  and 
sound  management,  and,  above 
all,  a  commitment  to  lead  the  way 
into  the  Information  Age. 

Two  years  ago,  we  promised 
that  BellSouth  would  explore  new 
ventures  and  new  growth  markets 
and  that  our  goal  was  sound  and 
profitable  growth.  We  will  continue 
to  live  up  to  that  promise. 

Learn  more  about  BellSouth 
from  your  broker,  or  write:  Mr. 
L.E.  Spradlin,  Director  of  Investor 
Relations,  BellSouthCorporation, 
675  West  Peachtree Street,  N.E., 
Atlanta,  Georgia  30375.  Or  call 
404-420-8136. 


The  Strength  Of  Our  Region 

And  nowhere  is  the  future 
more  promising  than  in  our  nine- 
state  Southeast  region.  We  are 
serving  the  needs  of  one  of  the 
fastest  growing  areas  in  the  na- 
tion; BellSouth  companies  serve 
a  region  of  over  46  million  people. 
Our  population  is  growing  40  to 
50  percent  faster  than  the  U.S.  av- 
erage. Net  in-migration  to  the  re- 
gion totaled  about  1.4  million  from 
1980-84,  and  by  the  year  2000, 
our  nine  states  will  be  home  to 
some  57  million  people. 


The  BellSouth  Companies: 
South  Central  Bell  •  Southern  Bell  • 
BellSouth  Services  •  South  Central  Bell 
Advanced  Systems  •  Southern  Bell 
Advanced  Systems 

BellSouth  Enterprises  •  BellSouth 
Advertisings  Publishing  •  BellSouth 
Advanced  Systems  •  BellSouth  Mobility  • 
BellSouth  Systems  Technology  •  BellSouth 
International  •  FiberLAN.  Inc. 


BELLSOUTH 


©1986.  BellSouthCorporation 

Your  best  connection? 


Francesco  Micheli,  onetime  stockbroker,  now  an  art  dealer  and  corporate  raider 
Making  the  most  of  the  stock  market's  need  for  speculators. 


fited.  Italian  economic  growth  quick- 
ened to  2.3%  in  1985. 

All  that  only  sounds  like  an  orderly 
process.  In  Italy,  as  in  the  U.S.,  large 
companies  are  being  brought  low  in 
ways  once  unthinkable  there.  "Our 
financial  markets  are  forcing  an  in- 
dustrial realignment  where  families 
will  lose  their  grip  on  the  economy," 
says  Guido  Vitale,  head  of  Euromobi- 
liare,  the  Milan  merchant  bank. 
"There  will  never  be  long  periods  of 
corporate  peace  here  again." 

The  opening  shots  were  fired  last 
summer  by  an  ex-stockbroker, 
Francesco  Micheli,  who  quietly 
bought  on  the  market  a  36%  stake  in 
Bl-lnvest,  a  financial  services  con- 
glomerate controlled  (30%)  by  the 
Bonomi  family.  Micheli,  48,  promptly 
sold  the  block  to  Montedison.  Carlo 
Bonomi,  45,  the  third  generation  of 
his  family  in  the  business,  fought  un- 
successfully to  keep  control. 

The  deal  stunned  many  who 
thought  the  new  mutual  funds  would 
be  content  to  act  like  Italy's  banks, 
which  merely  buy  and  hold  shares.  "It 
was  a  classic  American  raider  opera- 
tion," says  Howard  Harris,  an  Ameri- 
can and  former  Mobil  Corp.  executive 
who  now  sits  on  Montedison's  man- 
agement board.  "The  assets  were  un- 
dervalued by  the  market.  The  compa- 
ny had  shaky  control."  Raider  Mi- 
cheli, who  reportedly  made  $20 
million  on  the  deal  for  his  investors 
who  sent  in  money  from  Switzerland, 
is  now  working  on  Italy's  first  man- 
agement buyout.  "A  stock  market 


is 


without  speculation,"  he  says, 
like  a  nightclub  without  girls." 

In  buying  Bl-lnvest,  Montedison  in- 
furiated its  largest  ( 1 7% )  shareholder, 
Gemina,  a  holding  company  con- 
trolled by,  among  others,  the  Agnelli 
and  Bonomi  families.  In  November 
Gemina  sold  its  Montedison  stake. 
Says  Carlo  Bonomi,  who  limps  from 
an  old  speedboat-racing  accident  (he 
set  the  world  diesel-speedboat  record 


during  the  Bl-lnvest  battle):  "I  was  the 
first  example  of  something  we'll  see 
more  of  in  the  future.  Look  at  the 
capital  structure  of  our  listed  compa- 
nies. Most  are  undercapitalized,  and 
the  controlling  shareholders  don't 
have  the  capacity  to  make  necessary 
increases.  With  mutual  funds  becom- 
ing important  shareholders,  few  listed 
companies  are  really  safe." 

All  eyes  now  are  on  Carlo  DeBene- 
detti,  head  of  Olivetti,  who  was  one  of 
the  market's  biggest  equity  raisers 
last  year.  Through  various  holding 
companies,  DeBenedetti  compiled  a 
cash  stake  of  1  trillion  lire  ($625  mil- 
lion) by  year-end,  and  so  far  this  year 
has  raised  another  $250  million  via 
equity  offerings  in  Milan.  DeBene- 
detti, thus,  is  "the  most  liquid  man  in 
Italy  now — more  liquid  than  even 
Agnelli,"  says  Edi  Cetin,  head  of  re- 
search for  the  stockbrokerage  firm 
SIGE.  Milan  moneymen  anticipate 
acquisitions.  "I  don't  think  he  raised 
the  money  to  buy  Treasury  bills," 
laughs  Euromobiliare's  Vitale,  a  De- 
Benedetti banker. 

Pirelli  SpA  is  considered  by  many  to 
be  the  next  takeover  target.  The  fam- 
ily controls  only  about  5%  of  the 
stock,  and  the  funds  hold  well  above 
that.  In  November  Pirelli  sold  a 
"friendly"  4%  block  to  DeBenedetti 
in  a  defensive  attempt  to  keep  control 
in  family  hands. 

A  broadening  market,  of  course, 
isn't  all  bad  news  to  the  established 
family  businesses.  Back  in  1976, 
when  Fiat  needed  to  raise  money,  it 

Tweedie/Colonfic 


Carlo  Bonomi  in  the  offices  of  his  London  financial  company 
The  first  to  fail  where  few  listed  companies  are  really  safe. 
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That's  Singer  technology. 


Photo :  General  Dynamics 


Singer  has  supplied  more  underwater  fire  control  equipment 
to  the  U.  S.  Navy  than  any  other  producer.  We  also  develop 
systems  for  airborne  and  ground-based  Tactical  Control 
—one  of  the  technologies  that  make  aerospace  electronics 

our  largest  business. 


The  Singer  Company.  8  Stamford  Forum,  Stamford  CT  06904 
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had  to  sell  9%  of  the  company  to  the 
Libyans.  There  was  no  market  in  Ita- 
ly. In  the  new  environment,  Fiat  can 
sell  stock  to  its  own  countrymen.  Fiat 
issued  its  first  audited  and  consolidat- 
ed financial  report  in  1981,  and  many 
of  the  big  industrialists  have  followed 
its  lead.  The  once  loosely  organized 
Italian  securities  market  is  becoming 
more  like  those  of  the  U.S.  and  Brit- 
ain. Consob,  Italy's  Securities  &  Ex- 
change Commission,  is  enforcing  reg- 
ulations, including  a  60%  margin  re- 
quirement,- formerly,  you  could  buy 
stocks  with  no  money  down. 

More  than  an  investing  fad,  Italy's 
new  equity  market  represents  a  fun- 
damental change  in  attitude.  Says 
banker  Vitale:  "Profit  used  to  be  a  sin. 
It  was  a  sin  for  the  Catholics.  It  was 
unthinkable  for  the  Communists. 
This  is  not  the  case  anymore."  Signs 
of  the  times:  Last  fall  the  Communist 
newspaper  L'Unitd  began  printing 
stock  market  quotes.  In  January 
workers  at  Riunione  Adriatica  Si- 
curta,  Italy's  number  two  insurer, 
held  a  two-hour  strike — to  demand  a 
piece  of  its  upcoming  stock  offering. 

Sure,  the  red-hot  Milan  Borsa  will 
cool  someday.  But  in  the  meantime, 
there  is  plenty  of  unexpended  fuel  for 
the  fire.  The  government,  sensing  the 
advantages  of  capitalism,  is  consider- 
ing creating  a  new  institutional  inves- 
tor in  the  form  of  private  pension 


Andrew  Hopper/Piciurc  Group 


Olivetti  Chairman  Carlo  DeBenedetti 
Now  the  most  liquid  man  in  Italy. 

funds,  because  the  state  system,  hav- 
ing given  Europe's  biggest  pension 
benefits,  is  now  bankrupt.  The  gov- 
ernment also  is  tapping  the  new  mar- 
ket by  selling  shares  in  some  of  the 
state-owned  companies,  among  them 
the  airline,  Alitalia,  and  the  Italian 
telephone  system. 
Deregulation,  it's  wonderful.  ■ 


Avemco  Corp.'s  profitable  business  with 
general  aviation  pilots  is  threatened,  but  at 
least  its  chairman  saw  the  clouds  forming. 

Disappointed 
but  insured 


By  Janet  L.  Fix 


Chairman  William  Condon  of 
Avemco  Corp.,  the  $59  mil- 
lion (revenues)  leader  in  gener- 
al aviation  insurance,  says  he  was 
"surprised  and  disappointed"  last 
Dec.  2.  That's  when  fames  G.  Leach, 
head  of  an  Avemco  subsidiary,  strode 
into  Condon's  office  and  resigned,  an- 


nouncing he  was  taking  a  job  as  presi- 
dent of  AOPA  Service  Corp.,  an  insur- 
ance service  arm  of  the  Airline  Own- 
ers &  Pilots  Association  (AOPA). 

Condon  didn't  throw  Leach  a  going- 
away  party.  Instead,  he  sued  him  for 
$20  million  in  damages,  charging  that 
Leach  had  "secretly  negotiated"  to  get 
the  AOPA  job  by  "claiming  that  he 
could  obtain  insurance  services  for 
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ST.  REGIS  SHERATON  HOTEL  /  5th  AVENUE  MIDTOWN  LOCATION  /  605  ELEGANT  ROOMS  &  SUITES  /  FINE  DINING  AT  KING  COLE  ROOM.  ST.  REGIS  ROOF 

COME     TO  SHERATON 


Come  to  Sheraton  and  experience  elegance. 
The  Sheraton  Carlton  in  Washington,  D  C —Old  World 
elegance  in  a  Venetian  palace.  The  Sheraton  Grand 
on  Capitol  Hill — resplendent  with  original  art  works. 
New  York's  St.  Regis  Sheraton  stands  first  on  fashion- 
able Fifth  Avenue,  and  the  Sheraton  Russell  on 
elegant  Park  Avenue  has  a  club-like  atmosphere. 
Dine  in  the  famous  Garden  Court  restaurant  at  San 
Francisco's  Sheraton  Palace.  In  Los  Angeles,  the 
Sheraton  Premiere  towers  high  atop  the  Hollywood 
Hills,  and  the  Sheraton  Grande  features  butler 
service  on  every  floor.  The  Jefferson  Sheraton 
in  Richmond  has  been  restored  to  its  former 
Southern  splendor.  Our  elegant  Sheratons  in  Hawaii, 
like  the  Princeville,  the  Royal  Hawaiian,  the 
Royal  Waikoloa,  and  the  Waikiki,  feature 
a  taste  of  tropical  paradise.  So  when  only  the 
finest  in  hospitality  will  do,  come  to  Sheraton. 
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Applicable  on  SET  and  regular  rates  only  at  participating  Sheraton  Hotels. 
^Advantage*  is  a  registered  service  mark  of  American  Airlines,  Inc. 
S  1986  The  Sheraton  Corporation 
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Avenico  Corp.  Chairman  William  Condon  jogging  near  bis  airport  office  in  Frederick,  Md. 
Keeping  in  mind  that  there  are  no  old — and  bold — pilots. 


Paul  Fetters 


AOPA  more  favorable  than  currently 
furnished  by  Avemco." 

Well,  now  Condon  seems  to  have 
real  damages  to  show.  On  Feb.  14  he 
announced  that  AOPA  was  terminat- 
ing its  contract  with  Avemco,  effec- 
tive Aug.  31.  The  cancelation  is  a 
blow  to  the  Frederick,  Md.  company. 
For  23  years  AOPA,  which  has 
265,000  members,  endorsed  Avemco 
as  its  exclusive  insurer;  Avemco  pro- 
vided members  with  accidental  death 
insurance.  Direct  marketing  through 
AOPA  mailings  and  publications  kept 
Avemco's  costs  low. 

The  AOPA  contract,  in  fact,  has 
been  the  main  reason  for  Avemco's 
standout  profitability  in  the  troubled 
field  of  property-casualty  insurance. 
In  1985  Avemco  made  $7.6  million  on 
$59.4  million  revenues,  up  from  $6 
million  on  $48  million  the  year  be- 
fore. Only  Geico,  which  bought  5%  of 
Avemco  in  1979  and  has  since  built 
its  stake  to  33.5%,  and  another  auto 
insurer,  Mercury  Casualty  Co.,  rank 
close  to  Avemco  in  profitability. 

But  what  of  the  future?  Condon 
says  that  the  cancelation's  impact  on 
1986  earnings  will  be  "minimal."  Fur- 
ther out,  he  says,  Avemco  will  com- 
pete vigorously  for  the  business  of  the 
individual  pilots  and  owners,  which 


he  notes,  represents  $19.1  million — 
24.5% — of  Avemco's  $78  million  in 
gross  premiums  managed,  as  opposed 
to  the  2.5%  of  gross  premiums  repre- 
sented by  a  group  personal  accident 
policy  written  directly  for  AOPA. 

For  the  48-year-old  Condon,  who 
has  worked  for  Avemco  in  aviation 
insurance  for  over  20  years,  the  Leach 
defection  was  the  final  signal  that 
Avemco  was  vulnerable  on  the  AOPA 
contract.  He  appears  to  have  seen  the 
handwriting  on  the  wall  since  1983, 
when  he  began  hedging  Avemco's  de- 
pendence on  AOPA  premiums 
through  diversification.  Condon  has 
acquired  two  aviation  insurance  com- 
panies— National  Aviation  Under- 
writers, which  brought  in  Leach,  and 
Eastern  Aviation  &  Marine  Under- 
writers, Inc.  He  has  also  diversified 
into  travel  and  specialty  auto  insur- 
ance and,  through  Matterhorn  Bank 
Programs,  into  finance  insurance. 
Condon  has  thus  reduced  the  AOPA 
share  of  Avemco's  premiums  to  ap- 
proximately 27%,  from  60%  in  1980. 

Precedent,  however,  is  not  encour- 
aging for  Avemco.  Colonial  Penn 
Group  Inc.  lost  four  out  of  five  policy- 
holders when  its  20-year  exclusive 
agreement  with  the  American  Associ- 
ation of  Retired  Persons  ended  in 


1981.  But,  says  Condon,  "There's  an 
important  difference.  A  substantial 
part  of  Colonial  Penn's  business  with 
AARP  was  group,  with  a  common  ex- 
piration date.  None  of  our  business 
with  individual  AOPA  pilots  has  a 
common  expiration  date." 

He  thinks  such  features  as  a  no- 
claims  credit  on  policy  renewals  will 
help  Avemco  hold  on  to  a  good  por- 
tion of  its  40,000  individual  policies. 

The  stock  market's  immediate  re- 
action was  predictable.  Avemco — 
which  recently  hit  an  alltime  high  of 
38  Vi  on  the  New  York  Stock  Ex- 
change— took  a  beating  on  Feb.  14, 
down  2 'A  to  36%.  But  the  damage  of 
the  contract  cancelation  may  at  least 
be  contained,  thanks  to  Condon's 
timely  hedging. 

It's  characteristic  of  the  cautious 
way  Condon  has  run  the  company  for 
the  last  12  years.  Avemco  shies  away 
from  insuring  commercial,  commuter 
and  unusual  planes,  avoids  holding 
million-dollar  liability  policies — ex- 
cept at  stiff  premiums — and  will 
write  no  more  than  4%  of  its  policies 
on  business  jets. 

"We  take  risks,  but  we  make  sure 
the  rewards  are  greater  than  the 
risks,"  says  Condon.  There  are  no 
old — and  bold — pilots.  ■ 
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Efficiency  expert. 


Courtesy.  A  reputation  earned  on  6  continents,  in  73  countries  and  131  cities  around  the  world. 


0  Lufthansa 

German  Airlines 


See  your  Travel  Agent. 


The  personal  computer 
that  raised  high  performance 

to  new  heights. 

If  you  work  with  high  volumes  of  information, 

you  need  answers  fast. 


You  need  a  personal  computer  that's  up 
to  the  task. 

Which  is  why  IBM  created  the  Personal 
Computer  AT®  system.  Its  changed  a  lot  of 
ideas  about  business  computing. 

The  idea  of  ""fast"  has  become  much 
faster.  The  idea  of  "data  capacity'"  has 
become  far  greater. 

There  are  new  definitions  of  "power**  in  a 
stand-alone  PC.  While  phrases  like  "sharing 
files'*  and  "multi-user  systems'"  are  being 
heard  more  often. 

And  surprisingly,  words  like  "affordable" 
and  "state-of-the-art'* are  being  used  together: 

Clearly,  the  Personal  Computer  AT  is 
different  from  anything  that  came  before. 
And  what  sets  it  apart  can  be  neatly  summed 
up  in  two  words. 

Advanced  Technology. 

If  you've  ever  used  a  personal  computer 
before,  you'll  notice  the  advances  right  away. 

To  begin  with,  the  Personal  Computer  AT 
is  extraordinarily  fast.  That's  something 
you'll  appreciate  every  time  you  recalculate  a 
spreadsheet.  Or  search  through  a  data  base. 

It  can  store  mountains  of  information  — 
literally  thousands  of  pages'  worth  — with  a 
single  "hard  file'*  (fixed  disk}.  And  now  you 
can  customize  your  system  to  store  up  to 


30,000  pages  with  the  addition  of  a  second 
hard  file. 

The  Personal  Computer  AT  runs  many  of 
the  thousands  of  programs  written  for  the 
IBM  PC  family.  Like  IBM's  TopView.  the 
program  that  lets  you  run  and  "window" 
several  other  programs  at  once. 

Perhaps  best  of  all,  it  works  well  with  both 
the  IBM  PC  and  PC/XT.  Which  is  welcome 
news  if  you've  already  made  an  investment  in 
computers. 

You  can  connect  a  Personal  Computer  AT 
to  the  IBM  PC  Network,  to  share  files, 
printers  and  other  peripherals  with  other 
IBM  PCs. 

You  can  also  use  a  Personal  Computer  AT 
as  the  centerpiece  of  a  three-user  system, 
with  your  existing  IBM  PCs  as  workstations. 

Most  important,  only  the  Personal 
Computer  AT  offers  these  capabilities  and 
IBM's  commitment  to  quality,  service  and 
support.  (A  combination  that  can't  be 
cloned.) 

If  you'd  like  to  learn  more  about  the  IBM 
Personal  Computer  AT.  see  your  Authorized 
IBM  PC  Dealer.  IBM  Product  Center  or  IBM 
marketing  representative.  For  a  store  near 
you.  call  1-800-447-4700  (in  Alaska,  call 
i-800-447-0890). 


The  IBM  Personal  Computer  AX 
for  Advanced  Technology. 


IBM,  Personal  Computer  AT.  PC/XT  and  TopVieware  trademarks  of  International  Business  Machines  Corporation. 
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According  to 
a  nationwide  survey, 
Lincolns,  Mercur  y  s  and 
Ford  cars  and  trucks 
are  the  highest  quality 
vehicles  designed 
and  built  in  America. 
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That's  what  happens 
when  you  make 

Quality  Job  1. 


Based  on  an  average  of  owner-reported 
problems  in  a  prior  six  (6)  months  in  a  1985  survey 
of  '81 -'84  models  designed  and  built  in  the  U.S. 

Buckle  up— Together  we  can  save  lives. 


Quality  is  Job  1. 

Ford  •  Lincoln  •  Mercury  •  Merkur  •  Ford  Trucks  •  Ford  Tractors 


Why  is  The  St.  Paul  Cos.  writing  more 
medical  malpractice  business  when  other 
insurers  are  fleeing  the  line? 

Risk  is  relative 


By  Barry  Stavro 

With  common  sense — and  re- 
alistic premiums — having  re- 
turned to  the  property-casual- 
ty insurance  industry,  earnings  are 
rising  and  insurance  stocks  are  mov- 
ing. The  St.  Paul  Cos.,  Inc.,  for  exam- 
ple, which  lost  $211  million  on  $2.4 
billion  in  revenues  in  1984,  its  first 
loss  since  the  1906  San  Francisco 
earthquake,  came  back  to  earn  $94 
million,  or  $4.70  per  share,  on  $2.7 
billion  in  revenues  last  year  after  rais- 
ing its  insurance  rates  by  25%  to 
100%.  St.  Paul's  stock  has  followed, 
rising  from  52  to  92  in  the  past  12 
months,  one  of  the  biggest  jumps  of 
any  insurance  company. 

But  St.  Paul  gets  21%  of  its  business 
from  medical  malpractice  insurance, 
a  line  that  seems  so  risky  many  other 
firms  won't  even  touch  it.  Are  inves- 
tors underestimating  the  risk? 

No,  says  Chairman  Robert  Haugh. 
"We  know  what  this  business  is  all 
about.  We  feel  comfortable  with  it." 
Analysts  do,  too,  expecting  St.  Paul  to 
earn  $8  per  share  this  year  and  maybe 
$14  per  share  in  1987,  way  above  its 
earnings  record  of  $9.71  in  1982. 

Why  does  Haugh  (pronounced  how) 
feel  comfortable?  Because  St.  Paul, 
which  started  writing  malpractice  in- 
surance in  the  1930s,  understands 
how  to  cope  with  the  two  big  prob- 
lems of  the  business,  one  traditional 
and  the  other  relatively  new.  Soft- 
headed juries  and  hungry  lawyers  eye- 
ing big  settlements  are  the  more  re- 
cent peril.  A  decade  ago  $1  million 
was  a  huge  malpractice  award.  Now 
St.  Paul  has  coughed  up  as  much  as  $6 
million  for  a  single  case.  The  compa- 
ny has  10,000  new  malpractice 
claims,  from  43  states,  to  worry 
about.  St.  Paul  offsets  that  by  raising 
its  premium  rates. 
The  more  basic  problem  is  malprac- 
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St.  Paul  Cos.  Chairman  Robert  Haugh 
"We feel  comfortable,"  he  says. 


tice's  long  "tail" — insurance  lingo  for 
the  length  of  time  between  an  insur- 
ance company's  receipt  of  a  premium 
and  its  payment  on  a  claim.  Figure  six 
months  for  a  dented  auto  fender  but 
maybe  ten  years  for  a  complex  medi- 
cal malpractice  claim.  That  is,  ten 
years  before  a  company  knows  if  it 
made  a  profit  at  its  rate  of  premium. 

To  cope  with  the  long  tail,  says 
Haugh,  analyzing  data  is  crucial.  Every 
year  results  come  in  for  eight  or  ten 
years'  worth  of  malpractice  claims, 
not  just  one.  The  company  adjusts  the 
reserves  and  prices  with  an  eye  toward 
total  return.  "It's  not  as  though  we 
wake  one  morning  and  suddenly  find  a 
different  world.  There's  plenty  of  lead 
time,"  Haugh  says. 

St.  Paul's  performance  on  the  all- 
important  combined  ratio — the  differ- 
ence between  premium  income  and 
operating  expenses  plus  claims — sup- 
ports him.  Between  1980  and  1985 
other  malpractice  insurers  had  a  hor- 
rid combined  ratio  of  148% — mean- 


ing their  costs  ran  $1.48  for  every  $1 
in  premiums  they  took  in.  St.  Paul 
outperformed  them  at  118%.  Now, 
recall  that  long  tail:  St.  Paul  has  eight 
to  ten  years  to  make  up  that  18% 
from  investments.  And  St.  Paul  has 
$1.1  billion  in  reserves,  also  earning 
investment  income,  set  up  against  fu- 
ture malpractice  claims. 

Doctors  and  hospitals  may  not  be 
happy  that  St.  Paul  has  hiked  its  mal- 
practice premiums  by  60%  in  the  past 
two  years,  but  they  keep  paying. 
Why?  The  133-year-old  St.  Paul, 
Minn. -based  company  has  been  one  of 
the  few  outfits  that  has  aggressively 
gone  after  the  business  in  recent 
years.  St.  Paul  has  boosted  its  share  of 
the  $2.6  billion  malpractice  market  to 
21%,  up  from  13%  four  years  ago. 
That's  about  four  times  the  share  of 
Medical  Liability  Mutual,  a  nonprofit 
doctors'  group  in  New  York,  while 
commercial  malpractice  underwriters 
like  CNA  and  Cigna  limit  their  busi- 
ness to  a  fraction  of  St.  Paul's. 

There's  actually  a  shortage  of  mal- 
practice insurance  now  that  some  of 
the  doctor  and  hospital  mutual 
groups,  which  write  more  than  half  of 
the  malpractice  business  in  the  U.S., 
are  hurting.  "As  a  member  of  society, 
I  wish  the  price  would  go  down," 
Haugh  says.  But  until  there  are  caps 
on  awards  or  limits  on  legal  fees,  that 
won't  happen.  And  St.  Paul  is  able  to 
earn  a  16%  return  on  equity  in  its 
malpractice  business. 

But  in  an  ostensibly  safer  business, 
with  competitors  flocking  in,  the 
company  lost  money.  Price  competi- 
tion in  commercial  property-casualty 
insurance  led  St.  Paul  to  post  a  terri- 
ble 137%  combined  ratio  two  years 
ago.  Haugh  overhauled  the  system, 
reclassified  risks  and  toughened  in- 
spections. He  also  cut  back  from  50  to 
35  the  number  of  states  where  St.  Paul 
writes  personal  homeowners  and  auto 
insurance,  picking  areas  where  courts 
aren't  so  generous.  Risk  is  okay,  in 
other  words,  if  the  customer  is  willing 
to  pay  you  for  taking  it. 

That  is  why  Haugh,  60,  who  joined 
the  company  as  a  claims  adjuster  38 
years  ago  and  became  president  in 
1982,  helped  take  St.  Paul  out  of  more 
stable,  but  less  profitable,  businesses 
such  as  life,  health  and  title  insur- 
ance, plus  consumer  banking.  Instead, 
he  has  spent  about  $150  million  to 
build  up  positions  in  reinsurance, 
surety  bonding  and  exotic  specialty 
insurance  (liability  insurance  for  cor- 
porate directors,  accident  coverage  for 
bars,  etc.).  Says  Haugh:  "There's  far 
more  risk  branching  out  into  some- 
thing that  we  don't  know."  True  in 
insurance,  true  in  all  business.  ■ 
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Using  Technology  to  Gain  a  Competitive  Advantage 

In  the  early  years  of  World  War  II,  the  German  Air  Force  out- 
numbered the  British  Air  Force  by  a  ratio  of  twelve  to  one.  Yet, 
the  British  were  able  to  gain  air  superiority  as  a  result  of  the 
Battle  of  Britain.  More  recently,  American  Hospital  Supply,  in  what 
has  become  the  archetypal  example  of  a  company  that  linked 
technology  to  business  strategy,  tripled  its  revenues  and  gained 
market  share  at  its  larger  competitors'  expense  as  a  result  of  its 
implementation  of  information  technology. 


Both  examples  illustrate  how  technology 
and  information  can  be  used  to  gain  a 
competitive  advantage.  At  a  recent  Yankee 
Group  conference,  Brig.  Gen.  H.  R. 
Johnson  (Ret.),  president  of  Telebit  Corp.,  a 
manufacturer  of  high-speed  modems,  spoke 
of  the  importance  of  technology  in  the 
Battle  of  Britain.  In  the  Battle  of  Britain,  he 
said,  the  use  of  radar  and  the  speedy,  effi- 
cient communication  with  the  RAF  bases 
enabled  the  RAF  to  effectively  mobilize  its 
resources  and  to  precisely  apply,  and  thus 
make  optimum  use  of,  its  resources. 

In  American  Hospital  Supply's  case,  the 
corporate  strategy  was  to  increase  sales  at 
its  competitors'  expense  by  offering  a  dis- 
tinctive and  valuable  service  to  its  hospital 
customers.  AHS  wanted  to  provide  quick, 


assured  delivery  of  ordered  medical 
supplies,  which  would  differentiate  the 
company  from  its  competitors.  Hospitals 
benefited  from  AHS'  move  by  lowering  their 
inventory  carrying  costs,  due  to  greater  con- 
fidence that  their  orders  would  be 
processed  more  quickly  and  delivery  of 
ordered  supplies  would  be  more  timely. 
AHS  used  information  technology  to  sup- 
port the  implementation  of  the  corporate 
strategy.  The  implementation  consisted  of 
the  provision  and  installation  of  terminals  in 
its  customers'  premises,  which  allowed 
hospital  personnel  to  enter  orders  directly 
into  AHS'  computer  system. 

AHS  benefited  from  its  investment  in  ter- 
minals for  its  customers  in  many  ways.  AHS 
improved  its  quality  of  service  and  ease  of 


doing  business  and  also  fostered  a  closer 
relationship  with  its  customers.  The  invest- 
ment also  made  it  more  difficult  for 
customers  to  switch  to  another  supplier 
without  incurring  a  penalty.  This  penalty 
was  viewed  by  AHS'  customers  as  a  poten- 
tial decrease  in  shipment  efficiency,  which 
might  mean  that  the  hospital  would  have  to 
carry  more  inventory  than  it  would  if  AHS 
continued  to  be  the  supplier.  In  more  ex- 
treme examples,  the  cost  of  switching  sup- 
pliers becomes  too  high  for  many 
customers  to  consider  and  thus  locks  the 
customer  into  a  long-term  relationship  with 
the  supplier. 

Additional  benefits  often  result  from  a 
successsful  implementation  of  technology 
in  support  of  a  corporate  strategy.  In  many 
cases,  technology  can  be  used  to  improve 
customer  service,  thereby  providing  added 
value  to  the  physical  product.  A  commonly 
implemented  technology  used  to  differen- 
tiate one  company's  service  from  another  in 
the  same  market  is  the  provision  of  toll-free 
numbers  so  that  customers  can  phone  in 
to  have  questions  about  the  product 
answered.  Moreover,  a  company's  invest- 
ment in  technology  quite  often  provides  in- 
direct benefits  as  well.  It  raises  the  ante  for 
competition,  thus  making  market  entry  for 


Advanced  PF-1  lets  branches, 
departments  and  small  offices 
send  documents  over  the  phone 
in  just  seconds. 

Small  networks,  branch  operations, 
and  inter-departmental  offices  no 
longer  need  to  be  excluded  from 
advanced  facsimile  document  com- 
munications. While  small  in  size, 
NEC's  affordable  new  digital  PF-1 
Group  3  personal  facsimile  is  big  on 
features — all  of  them  standard  I 

For  instance,  PF-1  lets  you  easily 
transmit  documents,  charts,  pictures, 
virtually  anything  you  wish  to  send 
on  paper,  to  another  office  or  depart- 
ment over  regular  telephone  lines. 
Time?  A  fast  20  seconds  per  page — 


c&c 


Computers  and  Communications 


greatly  reducing  the  need  for  long 
expensive  telephone  calls  and  mes- 
senger services.  Compatibility  is  not 
just  limited  to  Group  3  facsimile 
either;  PF-1  communicates  with 
Group  2  and  Group  1  units  as  well.  To 
avoid  confusion  when  receiving,  each 
page  is  clearly  labeled  with  proper 
identification,  telephone  and  page 
numbers.  In  addition,  a  brief  manage- 
ment report  automatically  summa- 
rizes each  transmission  or  reception. 

Other  automated  features  include 
auto  answer,  contrast  control,  paper 
cutting  and  document  feed  (load  up 
to  10  originals  at  a  time,  double  the 
capacity  of  other  systems  in  its  class)! 
PF-1  even  doubles  as  a  personal  cop- 


er. This  combination  of  technological 

phistication  and  affordability  is 
one  reason  why  the  largest  facsimile 
orders  in  the  world  go  to  NEC. 

For  further  information,  contact 
NEC  America,  Inc.,  Facsimile  Division, 
8  Old  Sod  Farm  Rd.,  Melville,  NY  1 1 747. 
Call  toll-free 
1-800-626-4952; 
in  NY  State 
516-753-7000. 
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Tandy  Helps  Engineering  Firm  Map  Blueprints  for  Success 


new  players  more  difficult  and  expensive. 

Most  successful  companies  presently 
benefit  from  information  technology  im- 
plementation. The  reason  for  this  is  quite 
simple.  Information  technology  is  a 
superset  of  all  the  technologies  used  to 
process  and  communicate  information, 
whether  it  be  in  text,  data,  image,  or  voice 
form.  The  management  challenge  presented 
by  the  plethora  of  available  products  is  to 
determine  where  in  the  organization  and  to 
what  degree  additional  information  tech- 
nology investments  should  be  made  to 
optimize  the  resources  of  the  organization 
or  to  provide  a  direct  competitive  benefit. 

Technology/Business 

Strategy  Linkage: 

A  Lasting  Strategy  or  a  Fad? 

The  use  of  technology  to  gain  business 
benefit  is  as  old  as  the  Industrial  Revolu- 
tion. What  has  changed  since  the  Industrial 
Revolution  are  the  types  of  tools — specifi- 
cally, computers  and  communications-that 
are  being  used  to  improve  businesses'  out- 
put today  in  the  beginning  of  the  Informa- 
tion Revolution. 

The  Yankee  Group  stresses  one  major 
point:  The  "genie"  of  linking  information 
technology  to  business  strategy  is  out  of 
the  bottle  and  there  is  no  way  of  recaptur- 
ing it.  Linking  information  technology  to 
business  strategy  has  been  so  successful 
that  there's  no  turning  back.  Therefore,  the 
only  choice  that  senior  management  can 
make  is  whether  to  be  a  beneficiary  of  link- 
ing information  technology  to  business  stra- 
tegy or  be  a  victim  of  a  competitor  who  does. 

Goals 

The  goals  of  technology  implementation 
can  be  internally  or  externally  oriented,  or 
both.  Internally  oriented  goals  are  often 
related  to  cost  control,  cost  avoidance,  and 
improving  the  efficiency  and  effectiveness  of 
personnel.  The  Yankee  Group  defines  the 
use  of  technology  to  attain  these  types  of 
internal  goals  as  tactical  implementations. 
Simple  examples  include  the  use  of  word 
processing  equipment  and  facsimile  to 
lower  the  costs  of  document  preparation 
and  transmission.  Clearly,  attaining  these 
cost-related  goals  is  beneficial  in  that  it 
translates  into  an  improved  bottom  line. 

Externally  oriented  goals  generally  en- 
compass a  more  direct  relationship  be- 
tween technology  implementation  and  im- 
proving the  company's  competitive  position 
in  the  marketplace,  as  in  the  case  of 
American  Hospital  Supply.  In  the  Yankee 
Group's  view,  these  implementations  are 


Problem:  "Stress  loads"  are  a  fact  of  life  to 
structural  engineers  who  work  closely  with 
architects  and  builders  to  design  the 
"skeleton"  of  buildings  and  bridges  Based 
on  a  set  of  complex  formulas  and 
engineering  principles,  the  structural 
engineer  recommends  both  the  design 
method  and  materials  to  be  used  on  par- 
ticular projects.  For  years,  the  Seattle  firm 

^fJu^°nald"McLaren-Hammond.  Inc 
(MMH)  utilized  an  outside  computing  ser- 
vice to  help  solve  these  equations.  A  few 
years  ago,  it  began  looking  for  alternative 
methods  to  reduce  on-line  expenses  while 
increasing  productivity.  Bruce  McLaren 
president  of  MMH,  began  the  push  for  in- 
nouse  computerization. 

Solution:  In  1983,  MMH  bought  a  Tandy 
portable  4P  on  which  to  develop  stress 
analysis  and  design  programs.  The  pro- 
grams were  so  successful  and  easy  to  use 

1h    fJ°ng  every  desi9"  engineer  had 
Jonn  y      S  workstati°n-  Soon,  Tandy 
1200  computer  systems  were  acquired  for 
database  management,  word  processing 
billing,  and  bookkeeping 


One  apphcation  that  is  most  beneficial  to 
SS& ^"eering  firms,  computer- 
aided  drafting,  had  long  been  an  expensive 
proposition.  However,  a  Tandy  2000  hi- 
resolution  color  graphics  computer 
together  with  a  graphics  pad  and  plotter 
and  a  software  program  called  AutoCAD 
makes  computer-aided  drafting  an  afford- 
able reality.  No  longer  do  draftsmen 
manually  draw  the  fine  lines  and  symbols 
that  make  up  the  finished  layouts  for  blue- 
prints. All  that  is  required  is  inputting  e 
coordinates  of  a  single  rafter,  for  example 
and  the  computer  will  replicate  a  graphic  of 
the  same  rafter  wherever  necessary.  Revi 
sionsareas  simple  as  modifying  the  data 
on  the  disk.  There  is  no  time  wasted  on 
erasing  and  redrawing. 

Resolution:  As  far  as  MMH  is  concerned  it 
has  only  just  begun  to  automate.  The  com- 
pany not  only  achieved  its  original  goal  of 

SaX°StS,ithas  increased  Phonal 
productivity  and  accuracy  to  the  point 

SELMf"  iS  eXpanding  its  Passional 
staff  and  taking  on  more  projects  at  one 
time. 


me  Facs,m„e  Hetwirk  lmnes  Bemv-S  m.,.^  „„„ 


Problem:  Denny's  Inc.,  one  of  the  world's 
largest  full-service  restaurant  chls  l 
annual  sales  of  more  than  $1  billion  has  a 

communications.  Several  years  ago 
Denny's  found  that  both  the  volume  and 
cost  of  ,ts  electronic  and  postal  mail  as 
well  as  its  overnight  deliveries  were  increas 

SmW?me"5  Denny's  identified  a 
number  of  areas  for  improvement.  First  its 

characters  so  that  time-sensitive  documents 

^n,no  .mage  and  graphics  had  to  Sf 
sent  by  overnight  mail.  Furthermore,  the 

rekeying  of  original  documents  into  elec 

Solution:  Denny's  telecommunications 
department  recommended  that  a  compre- 

established.  The  company  chose  farsimiip 
equipment  supplied  bf  NEC  America^nc 
Together,  Denny's  and  NEC  America  died 
a  network  )n  a  star  confjguratjon  es,9ned 

headquarters' facsimile  terminal  as  the 
network  controller 

'nadditionto  sending  text,  image,  and 

graph  cs  over  one  communications  device 
e  f  csimile  network  makes  extensive  use 
of  the  NEC  equipment's  various  features 

the  send"later  feature  auto 
mat  ally  transmits  daily  communications 
at  night,  taking  advantage  of  lower  tele 
Phone  rates,  while  urgent  maters  are 


transmitted  immediately.  The  distribution 
feature  allows  Denny's  to  send  the  same  in 
formation  to  any  or  all  of  its  many  f  eld 
toons.  Also,  by  using  a  standard  fac- 
s  mi  e  transmission  record,  which  com- 
bines reproducible  and  nonreducible 
«*.  users  are  able  to  communicate  short 

messages  on  the  cover  sheet,  reducing  the 
number  of  pages  transmitted.  Likewise  h 

transmission  time  is  reduced  by  34% 


Tne  speed  and  flexibility  of  the 
facsimile  network  frees  key  employees  for 
more  productive  work;  tedious  Kof 
pronerekeymgbyan  electronic  mail 

Sf/^Jf^een  eliminated.  According  to 
Kathleen  M.  Webb,  former  telecommunica 

.^^ager^tacsirnlleequipTOT 
has  reduced  operator  involvement  by  75% 
resulting  in  substantial  ' 
cost  savings." 


NEC  America's  BIT  III 
facsimile  netwoi*. 


facsimile  Is  part  ol  Denny'* 


The  New 

Tandy 3000 

The  difference  is  power 
♦  ♦♦and  affordability* 


Introducing  the  Tandy  3000  per- 
sonal computer,  the  affordable  alter- 
native to  the  IBM®  PC/AT.  Here's  the 
power  you  need  to  manage  your 
business,  either  alone,  or  in  a 
multiuser  system. 

Unmatched  compatibility 

The  Tandy  3000  uses  the  advanced 
MS-DOS  3.1  operating  system.  And 
since  the  Tandy  3000  is  compatible 
with  programs  designed  for  the 
PC/AT,  as  well  as  the  PC/XT,  it  cuts 
through  today's  software  confusion. 
Choose  from  literally  thousands  of 
powerful  applications. 

Power  to  share 

The  Tandv  3000  is  designed  to  use 
the  forth  coming  XENIX  5.0  multi- 
user operating  system.  Two  to  six 
people  in  an  office  can  share  the 


3000's  high  speed  and 
storage  simultaneously 
from  low-cost  data  terminals. 
The  Tandy  3000  is  the  total 
solution  to  office  performance. 

High-performance  design 

The  Tandy  3000  (25-4001,  $2599) 
operates  at  twice  the  speed  of  the  in- 
dustry standard,  has  512K  of  main 
memory  (expandable  to  640K  on  the 
main  board),  a  high-capacity  floppy 
disk  drive,  a  serial/parallel  adapter 
and  ten  expansion  slots. 

Or  choose  the  Tandy  3000  HD 
(25-4010,  $3599)  with  a  built-in  20- 
megabyte  hard  disk  drive  for  fast  ac- 
cess to  volumes  of  data. 

The  Tandy  3000  has  the  power  to 
put  you  in  command!  Ask  for  a  dem- 
onstration at  your  nearest  Radio 
Shack  Computer  Center. 


Available  at  over  1200 
Radio  Shack  Computer  Centers  and  at 
participating  Radio  Shack  stores  and  dealers. 

Radio  /hack 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 

Send  me  a  Tandy  3000  brochure. 

Dept  86-A-1065.  300  One  Tandy  Center 
Fort  Worth,  Texas  76102 


Name . 


Address . 


Company . 
City  


State  . 


Zip. 


Phone  . 


Prices  apply  at  Radio  Shack  Computer  Centers  and  at  participating  stores  and  dealers  Monitor  and  MS-DOS  soid  separately  IBM/Registered  TM  International  Business  Machines  Corp.  MS  and  XENIX/TM  Microsoft  Corp 


WE'VE  ALWAYS  KEPT  YOU  AHEAD 
OF  YOUR  COMPETITION. 


INTRODUCING  DATA  GENERAL'S! 

COMPUTER 


It's  an  entirely  new  generation  of 
systems,  servers  and  workstations. 
And  it's  a  much  wider  range  of  cost- 
effective  solutions.  For  business  and 
industrial  automation.  Or  any  informa- 
tion management  need. 

Today,  Data  General  is  offering  you 
unprecedented  technological 
advancements  to  help  you  outdis- 
tance your  competition. 

Advanced  price/performance 

It  begins  with  the  new  MV/20000™ 
Five  times  as  powerful  as  the  original 
supermini,  this  compact  system  gives 
you  mainframe  computing  power.  At 
the  price  of  a  minicomputer. 

This  new  standard  of  price/perform- 


ance highlights  every  model  of  our  new 
generation.  Including  our  high-speed 
dual-processor  supermini.  The  most 
powerful  single-board  supermini  yet 
available.  Our  advanced  DS/Familyof 
engineering  workstations.  And  the  power- 
ful MV/2000  DC  ™  departmental  computer. 

In  fact,  these  breakthroughs  give 
you  a  cost  of  ownership  consistently 
below  IBM*  or  Digital™ 

Advancements  for 
any  application 

Our  new  generation  of  technology 
has  the  flexibility  and  reliability  to  be 
applied  in  almost  any  industry  In  any 
company  We  offer  a  truly  distributed 
operating  system.  A  choice  of  UNIX™ 


implementations.  And  the  ease  of 
advanced  windowing. 

The  new  Technical  Electronic 
Office™  adds  new  engineering  produ« 
tivity  tools  to  our  industry  leading 
CEO*  integrated  business  automatioi 
system.  And  now  with  a  comprehen- 
sive choice  of  networking— IBM,  LAN 
PBX  and  more— you  have  all  the  conne 
tions  you  need  to  your  existing  system.' 

Our  new  advancements  in  inter- 
system  compatibility  allow  you  to  rur 
diverse  business  and  engineering 
applications.  Simultaneously. 
Keeping  you  ahead 

Each  of  Data  General's  break- 
throughs is  compatible  with  all  that 


NEW  GENERATION  OFADVANCED 
SOLUTIONS. 


ias  come  before  it.  Which  is  part  of 
>ur  commitment  to  make  sure  your 
nitial  investment  is  always  protected. 

Plus  our  priority  towards  service 
ind  support  keeps  it  running 
moothly  Along  with  an  investment  in 
esearch  and  design  that  consistently 
■xceeds  the  industry  average. 
Call  1-800-DATAGEN 

These  advancements  will  propel 
ou  into  the  future.  And  make  your 
ompetition  but  a  distant  memory.  For 
i  sales  call  or  literature  explaining  our 
lew  generation  of  computer  solu- 
ions,  call  1-800-DATAGEN,  or  write 
)ata  General,  4400  Computer  Drive, 
/IS  C-228,  Westboro,  MA  01580. 


I  w  Data  General 

a  Generation  ahead. 

CEO  is  a  registered  trademark  and  TEO.  MV/20000  and  MV  7000  DC  are  trademarks  of  Data  General 
UNIX  is  a  trademark  of  AT&T  Bell  Laboratories  IBM  is  a  registered  trademark  of  IBM  Corporation 
Digital  is  a  registered  trademark  of  Digital  Equipment  Corporation.  <  1985,  Data  General  Corporation 


Corporation 

Westboro.  MA 
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more  strategic.  What  is  a  strategic  informa- 
tion technology  implementation?  It  is  simply 
the  targeted  use  of  specific  equipment  or 
services  in  a  focused  manner  to  directly 
support  a  corporate  strategy. 

Although  both  tactical  and  strategic  im- 
plementations are  beneficial,  quite  often  the 
return  on  information  technology  investment 
is  greater  when  technology  is  used  in  direct 
support  of  a  corporate  strategy.  The  key 
elements  are  identifying  the  goal,  purchas- 
ing the  appropriate  technology,  and  manag- 
ing its  use.  It  should  be  emphasized  that 
the  boundary  is  indeed  blurred  between  tac- 
tical and  strategic  applications  of  informa- 
tion technologies.  Case  in  point:  Com- 
panies having  the  strategic  goal  of  being 
the  low-cost  provider  of  goods  and  services 
often  implement  cost  control  and  avoidance 
technologies. 

Internal  Communications 

Within  all  organizations  there  are  seams 
or  linkages  between  functionally  interrelated 
groups.  Typical  internal  seams  exist  be- 
tween separate  departments  or  divisions 
that  must  work  closely  together  to 
accomplish  an  objective.  For  example,  ship- 
ping a  customer's  order  on  schedule  to  en- 
sure customer  satisfaction  often  requires 
that  manufacturing,  operations,  shipping, 
and  logistics  all  operate  in  a  coordinated 
fashion  across  departmental  seams  and 
through  efficient  linkages.  The  Yankee 
Group  believes  that  improving  the  ease  of 
information  access  and  speed  of  informa- 
tion distribution  across  these  seams  are  the 
critical  elements  in  improving  efficiency  and 
effectiveness  of  personnel.  Office  automa- 
tion systems  such  as  Wang  Office,  Digital 
Equipment's  All-ln-One,  et  al,  which  include 
extensive  electronic  mail  capabilities  de- 
signed to  improve  information  flow,  are  par- 
ticularly well  suited  for  making  the  internal 
linkages  between  closely  related  groups 
more  efficient.  Local  area  networks,  par- 
ticularly those  that  support  a  multivendor 
environment,  are  also  extremely  useful  in 
improving  the  information  flow  across  these 
linkages. 

External  Communications 

External  linkages  between  suppliers, 
manufacturers,  and  customers  can  also  be 
improved  dramatically  with  information  tech- 
nology. The  use  of  one  information  technol- 
ogy, communications,  to  extend  the  network 
to  suppliers  and  customers  alike,  is  at  the 
heart  of  a  fast-growing  industry  segment, 
intercompany  networks.  Intercompany  net- 
works help  span  the  external  seams  be- 
tween companies,  whether  they  be  suppliers, 


ESc^9"***"*  *> """mam,,  Technology: 


As  a  supplier  of  both  computer  and  com- 
municatons  equipment,  NEC  Information 

,^!mhsWS)  is  working  with  other  NEC 
U.S.  subsidiaries  toward  the  total  integra- 
tion of  these  two  technologies  Peter 
Ferguson,  director  of  marketing  com- 
munications at  NECIS,  and  Charles  E 

Hettenbach,  director  of  market  planning  for 
NEC  Amenca  C&C  Business  Development 
answer  questions  on  the  C&C  approach 


J:nW0hatftrate9V  does  NEC  as  a  corpora- 
ion  employ  ,n  the  development  of  new 
technologies? 

A:  Our  guiding  vision  is  C&C-the  integra- 
tion of  computers  and  communications  All 
our  product  development  is  shaped  bl  this 
essentially  three-tiered  strategy  for  lining 

he  power  of  the  computer  w^h  the  e  h  of 
communications.  The  first  goal  is  to 

produce  stand-alone  units  such  as  personal 
computers,  digital  and  electronic  key  tele 
Phones,  and  facsimile  equipment  to 
increase  the  individual's  productivity  The 
second  goal  is  to  tie  these  units  together 
by  means  of  information  managemen 
goal  is  to  tie  systems,  networks,  and  in- 

SUr^S  t096ther  by  means  of  sate"i  e  and 
local  radio  communications,  teleconferenc 
mg,  cellular  mobile  telephones,  porSte 
j^Puteis.  and  intormalton  diiKXre 

areas  and  continues  to  pour  100/0  or  more 


of  its  sales  revenues  into  research 
development,  and  engineering.  ' 

1*',^ far  has  the  C&C  incept  advanced 
m  the  business  environment? 
A:  The  linkage  of  voice,  data,  text  imaoe 
and  graphics  media  through  comprehen 

only  in  its  most  basic  form,  the  office 
workstation,  which  emphasizes  individual 

ing.  Though  some  devices  and  systems 
have  been  joined  successfully,  comprehen 

ton  devices  must  wait  for  the  development 

of  advanced  linkage  technology. 

Q:  As  an  NEC  subsidiary,  how  does  NECIS 

pursue  the  C&C  vision? 

A:  We've  consistently  placed  a  strong  em- 

oprinh     m*e9ra*'na  NECIS  systems  and 

peripherals  with  each  other  and  with 

industry-standard  products.  For  example 

our  Advanced  Personal  Computer  III  runs 
^especially  designed  to  tateactaSe 

uur  Astra  family  of  minicomputers  sud- 
ports  industry-standard  protocols  Our 
newest  printer,  the  P5XL  Pinwriter  offers  a 

variety  of  features,  such  as  speed  volume 
graphics,  color,  letter-quality, /ariabe  fonts 
and  no.se  reduction,  in  one  machine  We 
^»at*femodel  will  set  ne^ndly 


Marine  Mitllant,  Bank  Se,ects  Wang  to  Autotnate  .nations  Process. 


He  ,nternati°nal  Products  Group 

at  Marine  Midland  Bank,  N-A.,  has  seen 
the  volume  of  its  international  funds 

a  full-time  staff  to  track  customer  inquiries 
and  investigate  possible  errors  in  trans- 
actions. Under  an  old  manual  system  the 
inquiry  tracking  process  handled  the  same 
information  at  least  nine  times,  allowing 
nine  opportunities  for  a  mistake  to  occur- 
from  logging  entries  into  books,  to  prepar- 
ing reports  on  manual  typewriters  and  filing 
paper  records.  The  department  needed  to 
reduce  costs  and  eliminate  inefficient  in- 
vestigative procedures. 

Solution:  In  1983,  Marine  Midland  harness- 
ed new  data-processing  methods  to 
streamline  the  complex  process  of  handling 
customer  inquiries  into  its  I  FT  operations 
The  new  system,  nicknamed  "Sherlock" ' 
was  built  around  Wang  Laboratories' VS 

^T^'Tmmer  and  software  pro- 
duced by  the  bank  in  cooperation  with 
Burford  Management  Services 

wiS  hhar(lWare  iS  COmplete|y  compatible 
with  the  banks  current  MIS  network,  allow- 
ng  upgrades  along  the  Wang  VS  product 
family  to  the  VS  300  without  altering  a  line 


of  code  in  the  applications  software  'That 
is  very  significant  to  the  bank,"  says  Jack 
tgan,  senior  vice  president,  International 
Products  Group.  "We  introduced  this 
system  by  proving  its  ability  to  talk  to  our 
IBM  computers.  So,  without  burdening  the 
host  computer,  we  still  remain  within  the 
banks  basic  DP  architecture." 

The  bank  also  chose  Wang  for  its  in- 
tegrated solutions.  Sherlock  takes  full  ad- 
vantage of  the  VS  100's  data-processing 
and  office  automation  functions.  It  is  used 
to  produce  form  letters,  status  reports  and 
analyses  of  daily  investigations. 

Resolution:  In  less  than  one  year,  the  bank 
ilifirst-vear  P^ected  savings  of 
$260,000.  Through  automation  the  depart- 
ment streamlined  its  operations,  reduced  mis- 
takes in  data  entry,  decreased  staff  require- 
ments, achieved  significant  savings  in  tele- 
communication costs,  and  improved  morale 

We  now  have  an  investigation  system 
that  runs  fabulously,"  says  Project  Manager 
Catherine  C.  Lindsay,  vice  president  in  the 
International  Products  Group.  Sherlock  per- 
forms so  well  that  the  bank  has  licensed  its 
software,  making  it  available  to  other  insti- 
tutions with  I  FT  operations. 


Video.  Voice.  Data. 
The  MINX.  From  Datapoint. 


For  those  times  when  tomorrow's 
too  late,  Datapoint  provides  the 
MINX"  system. 

Full  color,  full  motion  interactive 
voice  and  video  conferencing  puts 
you  in  touch  with  fellow  decision 
makers— wherever  they  are, 


whenever  you  need  them.  From 
the  same  desktop  workstation,  you 
can  access  and  transmit  the  personal 
departmental  and  corporate 
information  you  need  to  formulate 
and  communicate  your  decisions. 
Video.  Voice.  Data.  Together 


at  last  in  a  truly  integrated  decision 
support  system. 

For  a  color  brochure,  write: 
Datapoint  Corporation,  Marketing 
Communications,  9725  Datapoint 
Drive  M.S.  K-39.  San  Antonio. 
TX  78284. 


D 


DATAPOINT 

Information  Management  Tools 
You  Can  Use  Today. 


The  D  logo  and  DATAPOINT  are  registered  trademarks  of  DATAPOINT  Corporation  MINX  is  a  trademark  of  DATAPOINT  Corporation  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation 
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manufacturers,  distributors,  or  customers. 
The  Yankee  Group  expects  the  market  for 
intercompany  networks  to  grow  at  a  com- 
pounded annual  rate  of  35%.  Extending  the 
network  to  suppliers  can  also  be  of  benefit 
in  just-in-time  manufacturing.  This  applica- 
tion enables  the  manufacturer  to  provide 
real  time  production  requirements  to  its 
suppliers  so  that  only  the  minimum  quan- 
tity of  raw  materials  is  acquired.  As  a  result, 
the  raw  material  inventory  carrying  cost  is 
dramatically  reduced. 

The  network  is  extended  to  the  customer 
for  a  variety  of  other  reasons.  For  some 


companies,  it  provides  product  differentia- 
tion through  enhanced  service.  Example: 
First  Software,  Inc.,  is  a  major  software 
distributor  that  provides  its  customers,  the 
retail,  computer  chains,  with  on-line  order 
entry  and  48-hour  turnaround  on  orders. 
The  goal:  to  differentiate  the  company  -from 
its  competitors  by  improving  its  quality  of 
service.  In  other  situations,  the  goal  of  inter- 
company networks  is  to  benefit  an  entire 
industry  group.  One  such  example  is  the 
Grocery  Manufacturers  Association's  imple- 
mentation of  the  Uniform  Communication 
Standard  (UCS),  which  is  a  specific  adapta- 
tion of  Electronic  Data  Interchange  (EDI). 

UCS  does  not  provide  a  competitive  edge 
to  one  manufacturer  over  another,  but  it  does 


Data  General  Guides  Levolor  Lorentzen,  Inc.  Through  Computerization 


Problem:  Levolor  Lorentzen,  well  known  for 
its  popular  narrow-slat  Riviera  Venetian 
blind,  is  a  recognized  leader  in  the  window 
coverings  industry.  Its  impressive  history  of 
dedication  to  high  standards  and  quality 
has  guided  the  company  through  periods 
of  rapid  change  and  dynamic  growth. 
Today,  the  company  operates  from  over  20 
manufacturing  and  sales  locations  in  the 
U.S.  with  affiliate  operations  worldwide. 

According  to  John  Fox,  vice  president  of 
administration,  "Levolor,  a  vertically  inte- 
grated manufacturer,  recognized  that  rapid 
growth  and  expansion  had  compounded 
the  already  complex  job  of  managing  its 
vast  operations."  Computerization  of  both 
the  manufacturing  and  distribution  opera- 
tions was  required  for  continued  successful 
growth.  Realizing  that  a  custom  system 
was  required  to  address  the  unique  needs 
of  the  business,  Levolor  sought  to  find  a 
single  vendor  who  could  help  automate  its 
production  scheduling,  inventory  control 
order  entry,  invoicing,  and  accounting 
operations.  "Our  goal  was  to  find  a  single 
vendor  who  could  supply  us  with  a  turnkey 
business  solution-state-of-the-art  hard- 
ware, custom  software,  and  sophisticated 
communications  capability,"  says  Fox. 

Solution:  No  single  vendor  other  than  Data 
General  could  meet  all  of  Levolor's  require- 
ments. Sophisticated  Data  General  computer 
systems  allow  for  the  efficient  processing 
of  order  entry,  production  scheduling  in- 
ventory control,  and  all  related  functions 
Structured  systems  development,  modular 
design,  and  a  major  commitment  to  state- 
of-the-art  database  management  systems 
allow  Levolor  to  run  its  business  with 
standardized  programs  and  procedures  on 
over  a  dozen  of  Data  General's  powerful 
32-bit  ECLIPSE  MV/8000  and  MV/ 10000 
computers.  Furthermore,  in  keeping  with 
its  trendsetting  reputation  and  continued 
growth,  Levolor  was  one  of  the  first  com- 
panies to  order  Data  General's  new  top-of- 
the-line  ECLIPSE  MV/20000  supermini- 
computer. 


Today,  the  company's  custom  and  stock 
orders  are  rapidly  filled  from  any  one  of  15 
locations  across  the  country.  All  systems 
are  data  driven  by  a  central  database 
which  is  maintained  at  corporate  head- 
quarters, with  subsets  of  the  database 
automatically  downloaded  to  remote  sites 
All  remote  sites  are  tied  together  and  linked 
to  corporate  headquarters  by  a  customized 
communications  system  that  allows  for  the 
instantaneous  exchange  of  information  and 
orders.  This  implementation  is  evidenced 
by  the  many  customers  who  electronically 
transmit  hundreds  and  thousands  of  orders 
directly  to  Levolor  computers  on  a  daily 
basis. 

Recently,  Levolor  implemented  Data 
General's  CEO  (Comprehensive  Electronic 
Office)  software,  which  will  be  used 
throughout  the  organization  for  word  pro- 
cessing, electronic  mailing  and  filing,  and 
decision  support  systems.  Ease  of  use 
helped  CEO  operations  spread  quickly 
throughout  the  company,  where  the  soft- 
ware is  currently  used  by  all  administrative 
departments,  including  sales,  marketinq 
and  legal. 

Resolution:  "Our  mission  was  to  develop 
systems  to  better  manage  our  internal 
operations  with  the  ultimate  aim  of  pro- 
viding the  best  customer  service  in  the 
industry,"  says  Fox.  Data  General  com- 
puters and  solutions  have  made  Levolor's 
challenge  a  reality. 


set  ne*  Pric*^ 
turn**"*- 


dramatically  lower  order  handling  costs  by 
standardizing  universal  item  codes  and  for- 
mats for  orders,  etc.,  which  allow  the  grocery 
chains  to  order  directly  from  the  manufac- 
turers via  electronic  communications  instead 
of  through  middlemen-the  grocery  distribu- 
tors. As  a  result,  UCS  may  have  irrevocably 
changed  the  structure  of  the  industry  by 
increasing  the  manufacturers'  power  at  the 
expense  of  the  grocery  distributors. 

New  Technologies:  Integrated 

Voice  and  Data 

American  Express  Travel  Related  Services 
Company's  use  of  information  technologies 
spans  tactical  and  strategic  objectives.  This 
organization  is  planning  for  the  implementa- 
tion of  a  worldwide  network  enabling  simul- 
taneous transmission  of  voice  and  data 
based  on  the  Integrated  Services  Digital 
Network  (ISDN)  draft  standard.  Additionally, 
the  network  will  provide  high-speed  com- 
munication capacity  for  sending  images  of 
individual  transactions.  The  tactical  benefit 
will  be  reduced  transaction  processing  costs. 
The  transaction  clearing  times  will  also  be 
improved,  which  relates  to  a  strategic  ob- 
jective. Faster  clearing  times  translate  into 
happier  merchants,  which  should  increase 
the  company's  appeal  and  market  share. 

Recommendations 

What  does  management  do  if  none  of 
these  case  studies  appears  similar  to  its 
company's  situation?  How  does  one  start  to 
leverage  technology  for  strategic  benefit?  It 
is  important  to  note  that  in  most  successful 
implementations  the  individuals  who  recog- 
nized the  technological  opportunity  had  a 
unique  blend  of  technology  skills  and 
business  aptitude  with  a  dash  of  creativity. 
Further,  these  companies  had  cultures  that 
encouraged  and  rewarded  creativity  and 
intrapreneunal  behavior.  Surprisingly,  many 
companies  have  this  type  of  individual  on 
board  already.  Management  should,  by  inter- 
viewing or  other  processes,  identify  the  in- 
dividuals with  these  skills  and  form  a  small 
cadre  of  business-oriented  technologists. 

This  new  breed  of  information  specialists 
will  help  span  the  seam  between  corporate 
management  information  systems  (MIS)  and 
the  major  functional  groups  and  profit 
centers.  Their  charter:  working  with  the 
various  profit  centers,  and  in  particular 
marketing,  to  identify  those  opportunities  in 
which  information  technology  can  be  applied 
to  gain  a  competitive  advantage.  ■ 

"Case  Studies:  Linking  Information  Technology  to 
Business  Strategy"  was  prepared  for  Forbes  by  the 
Communications/Information  Systems  (C/is)  Planning 
Service  of  the  Yankee  Group,  a  Boston-based  research 
and  consulting  firm. 

Designed  by  Hoashi  Studio,  Inc. 


ALL  TOGETHER  IS  OUR 

DEPARTMENT. 


The  Wang  VS  family  of 
)mputers.  It  can  help  banks 
in  better  in  virtually  every 
apartment. 

How?  By  running  hun- 
eds  of  software  solutions. 
)lutions  that  include 
nding,  trust,  branch 
inking,  collections, 
ase  accounting, 
ivestigations,  and 
iternational  banking. 

And  with  a  Wang 
S,  each  department  can  have 
direct  connection  to  the 


mainframe,  to  other  depart- 
ments throughout  the  bank, 
and  to  branch  offices  through- 
out the  world.  Even  if  they're 
using  equipment  from 
other  vendors. 

The  Wang  VS 
also  gives  you  a  way 
to  create  local  area 
networks  that  let 
your  people  share 
data  processing  and 
office  automation 
capabilities. 

And  because  it's  easily 


s 

upgradeable,  the  Wang  VS 
grows  when  you  grow,  pro- 
tecting your  investment  in 
both  hardware  and  software. 

So  call  Wang  today  at 
1-800-225-9264  and  ask 
about  our  VS  family  of  com- 
puters. Chances  are,  there's 
one  that  meets  all  your 
department's  needs. 


WANG 


QFBX 

©  1986  Wang  Laboratories,  Inc. 


TODAY  IS  THE 
BLACKEST  DAY  IN 
DOT  MATRIX  PRINTER 

HISTORY 


It  would  pay  You  to  mark  it  on  your  calendar. 

Because  today  is  the  day  we  introduce 
our  new  Pinwriter  "  P5XL  dot  matrix  printer. 
The  only  dot  matrix  printer  available  capable 
of  producing  the  rich,  black  printing  you  asso- 
ciate with  a  letter-quality  printer.  Because 
it's  the  only  one  designed  to  use  a  multi- 
strike  film  ribbon— the  same  ribbon  used 
in  typewriters  and  letter-quality  printers. 

Black  letter-quality 
printing  is  only  the  be- 
ginning. The  Pinwriter 

Actual  line  printed  with  the  P5XL  printer  can  also 

Pinwriter  P5XL  printer.         usc  an  optional  ribbon  tO 

print  in  seven  other  colors.  And  it  has 
the  finest  graphics  resolution  m 
of  any  impact  printer  you 
can  buy  Plus  it's  very  fast 
and  exceptionally  quiet. 
It's  only  natural  that 

^^fl^ij  Computers  and  Communications 

©1986  NEC  Corp 


A  LITTLE 
BLACK  MAGIC 


the  first  dot  matrix  printer  with  true  letter- 
quality  printing  should  be  an  NEC.  After 
all  we  make  Spinwriter  letter-quality 
printers,  the  most  popular  line  today  as 
well  as  the  Pinwriter  P5  dot  matrix  printer, 
the  most  advanced  24-pin  printer. 

The  Pinwriter  P5XL  printer  is  part  of 
the  most  extensive  line  of  24-pin  printers 
available.  You'll  find  a  model  designed  to 
fit  every  need  and  budget.  See  them  at 
your  dealer  or  call  1-800-343-44 18  (in  MA 
617-264-8635).  Or  write:  NEC  Information 
Systems,  Dept.  1610, 1414  Massachusetts 
Ave.,  Boxborough,  MA01719. 

NEC  PRINTERS.  THEY  ONLY  STOP 
WHEN  YOU  WANT  THEM  TO. 
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NEC  Information  Systems,  Inc. 


George  and  Marriner  Eccles  built  First  Se- 
curity Corp.  into  one  of  the  Wests  best 
banks.  A  nephew  now  oversees  its  demise. 

The  decline 
and  fall  of  the 
house  of  Eccles 


By  John  Heins 


Iate  January  was  not  kind  to 
_  Spencer  Eccles,  scion  of  one  of 
I  the  country's  proudest  banking 
families  and  chairman  and  chief  exec- 
utive of  Salt  Lake  City's  First  Security 
Corp.,  Utah's  largest  bank  holding 
company  (assets,  $5.3  billion).  On 
Tuesday,  Jan.  21,  Utah  allowed  out- 
of-state  banks  to  buy  troubled  Utah 
banks.  Three  days  later  Citicorp 
bought  into  the  market.  On  Jan.  23 
Eccles  released  First  Security's  1985 
earnings,  which  showed  yet 
another  dismal  year.  To  cap 
the  week  off,  Eccles  went 
skiing,  tore  some  knee  liga- 
ments and  was  hospitalized 
for  several  days. 

The  future  looks  no 
brighter.  First  Security's  non- 
performing  assets — includ- 
ing property  acquired 
through  foreclosure  and 
loans  on  which  interest  and 
principal  payments  have 
lapsed — total  $194  million, 
down  somewhat  from  their 
1983  peak  but  still  an  omi- 
nous 55%  of  stockholders' 
equity.  At  Zions  Utah  Ban- 
corp down  the  street,  the  ra- 
tio is  barely  half  as  high.  Last 
year  Zions  Utah  earned  a 
strong  0.9%  on  assets,  while 
First  Security  earned  less 
than  0.4% . 

The  blame  cannot  be  laid 
entirely  at  Spencer  Eccles' 
door.  His  uncles,  George  and 
Marriner  Eccles,  and  their 
partner  Elbert  G.  Bennett 
started  First  Security  in  1928 
and  built  it  and  the  Eccles 
name  into  institutions  (see 
box,  p.  76).  The  fair-haired 
Spence,  as  he  is  known,  had 


worked  briefly  for  First  National  City 
Bank  (now  Citibank)  and  then  bea- 
vered  away  at  First  Security  from 
1960  on.  He  took  over  the  chief  execu- 
tive position  at  47,  when  Uncle 
George  died  in  early  1982. 

Inheriting  Uncle  George's  job,  alas, 
also  meant  inheriting  Uncle  George's 
loan  portfolio.  His  death  coincided 
with  the  rapid  decline  and  fall  of  the 
agriculture,  mining  and  energy  indus- 
tries that  had  fueled  the  Intermoun- 
tain  West  region's  growth.  Land  val- 
ues collapsed  and  with  them  the  abili- 


First  Se 
"20th 


cur it\'  Corp.  s  Spencer  Eccles 
■century"  management,  dismal  earnings 


ty  of  Eccles'  customers  to  stay  current 
on  their  real  estate  loans,  which  had 
been  First  Security's  bread  and  butter 
for  over  50  years.  "It's  hard  to  operate 
in  an  environment  where  inflation 
and  land  values  are  being  driven  up, 
and  then  all  of  a  sudden  the  rules 
change,"  says  Kelly  Matthews,  First 
Security's  economist  and  the  only  of- 
ficer who  would  talk  to  Forbes.  He 
adds:  "Perhaps  we  should  have  been  a 
little  bit  more  nimble,  but,  boy,  the 
rules  of  the  game  changed  awfully 
quickly." 

Such  a  defense  has  the  merit  of  be- 
ing true,  but  it's  not  complete.  It's 
also  true  that  First  Security's  archri- 
val, $3.2  billion  (assets)  Zions  Utah, 
just  reported  its  eleventh  consecutive 
annual  earnings  increase.  By  empha- 
sizing small  commercial  and  consum- 
er loans,  Zions  has  largely  avoided 
Eccles'  real  estate  problems.  First  Se- 
curity's earnings  may  rise  modestly 
this  year  but  will  still  be  less  than  half 
their  1982  level.  And  that  assumes  no 
nasty  new  splashes  from  the  nonper- 
forming  loan  pool. 

Say  this  for  Uncle  George  Eccles: 
For  48  years  he  ran  First  Security  with 
the  panache  and  authority  of  a  19th- 
century  land  baron.  Tight  rein  on  all 
operations,  virtually  no  delegating  of 
authority.  That  was  his  style. 

Spencer  Eccles  is  a  Columbia  Uni- 
versity M.B.A.  His  manage- 
ment style  is,  in  the  words  of 
First  Security  board  member 
James  Bruce,  "more  in  the 
20th  century"  than  that  of 
Uncle  George.  Spencer  has 
given  branch  managers  in 
First  Security's  164  banking 
offices  in  Utah,  Idaho  and 
Wyoming  far  more  autono- 
my than  his  uncle  would 
have  dreamed  of  bestowing 
and  has  told  each  manager  to 
do  less  managing  and  more 
selling.  No  time  should  be 
wasted  on  work  that  doesn't 
directly  produce  income. 

The  results  are  not  impres- 
sive. Struggling  to  diversify 
away  from  real  estate,  Eccles 
has  made  only  modest  head- 
way in  the  competitive  con- 
sumer and  small  commercial 
loan  businesses  where  Zions 
Utah  has  been  so  successful. 
Perhaps  First  Security  could 
do  with  less  of  Spencer's 
20th-century  autonomy  and 
more  of  Uncle  George's  19th- 
century  autocracy — or  at 
least  with  the  agreeable-but- 
tough  management  styles  of 
such  successful  West  Coast 
bankers  as  Rainier  Bancorp's 
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Robert  Truex  or  Wells  Fargo's  Carl 
Reichardt  (Forbes,  July  2,  1984). 

For  all  its  problems,  First  Security 
has  its  attractions  to  out-of-state 
banks  looking  to  get  into  Utah.  The 
final  barriers  will  be  razed  at  the  end 
of  1987.  Utah,  with  low  taxes  on  busi- 
ness and  a  well-educated  work  force, 
much  of  it  inculcated  in  the  Mormon 
work  ethic,  is  an  attractive  market. 
First  Security  has  no  foreign  loans  and 
not  much  direct  exposure  to  the  ener- 
gy sector.  First  Security's  12.1  million 
snares  were  recently  selling  at  23 
each,  valuing  the  bank  at  around  1 1 
times  this  year's  likely  earnings  and 


just  80%  of  book  value.  Seattle's  suc- 
cessful Rainier  is  one  of  several  banks 
said  to  be  sniffing  around. 

But  a  takeover  would  have  to  be 
friendly.  Under  a  recent  change  in 
First  Security's  bylaws,  a  merger  re- 
quires approval  by  80%  of  First  Secu- 
rity's common  stockholders.  Spencer 
Eccles  owns  2.5%,  other  insiders  own 
5%  and  First  Security's  trust  depart- 
ment votes  another  15%. 

Spencer  Eccles,  in  brief,  still  con- 
trols the  destiny  of  the  bank  his  un- 
cles built.  But  that  control,  on  the 
present  evidence,  is  no  assurance  of  a 
bright  future.  ■ 


Tough  acts  to  follow 


As  he  struggles  to  resurrect  First 
Security  Corp.,  Spencer  Eccles 
surely  feels  the  long  shadow  cast 
by  his  famous  uncles,  George  and 
Marriner  Eccles,  and  their  partner 
Elbert  Bennett. 

Franklin  D.  Roosevelt  named 
Marriner  Eccles  chairman  of  the 
Federal  Reserve  Board  in  1934. 
Though  he  never  attended  college 
and  was  convinced  that  the  only 
way  to  learn  how  to  become  a  busi- 
nessman was  to  do  business,  Mar- 
riner became  an  early  proponent  of 
Lord  Keynes'  prescription  to  use 
deficit  spending  to  stimulate  the 
economy.  A  principal  architect  of 
several  New  Deal  institutions,  in- 
cluding the  Federal  Housing  Ad- 
ministration and  the  Federal  De- 
posit Insurance  Corp.,  Marriner  (as 
he  later  told  Forbes)  was  forced  by 
Truman  to  resign  in  1951,  largely 
because  Eccles  opposed  the  Trea- 
sury's stimulative  policies  as  infla- 
tionary. He  returned  to  Utah  and 
served  as  First  Security's  chair- 
man, and  later  honorary  chairman, 
until  his  death  in  1977.  In  1982 
Congress  renamed  the  Fed's  Wash- 
ington headquarters  the  Marriner 


S.  Eccles  Federal  Reserve  Board 
Building. 

Elbert  Bennett,  from  Idaho  Falls, 
Idaho,  joined  the  Eccleses  in  1926. 
He  went  to  Washington  in  1933  as 
one  of  three  men  appointed  to  set 
up  the  Federal  Deposit  Insurance 
Corp.  Ultimately  responsible  for 
analyzing  8,000  of  the  nation's 
banks  to  determine  their  fitness  for 
FDIC  membership,  Bennett  re- 
turned as  president  of  First  Securi- 
ty, from  which  he  retired  in  1944. 
He  died  in  1950. 

And  Marriner  Eccles'  younger 
brother,  George,  stayed  home.  In 
1934  he  took  charge  of  First  Securi- 
ty and  ran  it  for  48  years,  until  his 
death  in  1982.  An  autocrat  who 
was  revered  by  his  employees, 
George  had  outside  interests  that 
were  more  professional  than  his 
brother's.  He  headed  the  Associa- 
tion of  Reserve  City  Bankers  and 
the  Association  of  Registered  Bank 
Holding  Companies,  and,  as  a  fi- 
nancial consultant  to  the  Econom- 
ic Cooperation  Association,  helped 
to  implement  the  Marshall  Plan. 

Three  tough  acts  for  Spencer  Ec- 
cles to  follow. — J.H. 
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Pioneers  in  American  banking — and  casting  a  long  shadow. 
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WHILE  YOU'RE  READING  f HIS  MAGAZINE, 
ONE  OF  THE  WORLD'S  MOST  PROFITABLE  RESOURCE 
COMPANIES  IS  HARD  AT  WORK  IN  AUSTRALIA. 


Australia's  International  Resou 


rd^Enterprise 


We  produce  over  30%  of  Australia's  oil  needs  and  over  15%  of  the  world's  manganese.  We  mine  gold  in 
New  Guinea  and  coal  in  New  Mexico.  Our  ongoing  exploration  extends  from  China  to  the  Rocky  Mountains. 
Worldwide,  we're  acquiring  new  mineral  and  energy  reserves  faster  than  we're  depleting  existing  ones.  We're 
also  one  of  the  world's  most  efficient  integrated  steel  makers. 

Last  year,  we  lifted  worldwide  sales  by  32%  and  profit  by  21%. 

Gross  assets  approximate  US$10  billion. 

To  learn  more,  phone  or  write  to  Denys  Harraway,  The  Broken  Hill  Proprietary  Company, 
550  California  Street,  San  Francisco,  California.  94104.  Tel:  (415)774  2288. 


BUCI  1077 


The  usual  prediction  for  the  steel  industry?  falls  somewhere  along 
the  dying-dead-buried  curve.  But  steel  will  be  made  profitably  in 
this  nation,  and  sooner  than  lots  of  folks  think. 


Hold  the  obits 


By  Jerry  Flint 


Drop  steel  imports  3  million 
tons  to  4  million  tons.  Let  the 
capital  goods  business  im- 
prove, not  a  boom,  just  a  normal  up- 
swing, enough  to  add  another  couple 
million  tons  to  steel  sales.  Let  the 
United  Steelworkers  union  cooperate 
to  cut  labor  costs  in  the  bargaining 
this  spring.  You  know  what  happens? 
The  bloodletting  in  the  steel  industry 
ends,  and  the  profits  begin  to  flow, 
this  year. 

The  resulting  turnaround  would  be 
dramatic.  Take  Bethlehem  Steel,  $5 
billion  in  sales  and  a  $200  million  loss 


last  year.  Get  prices  back  to  where 
they  were  a  year  ago  January — steel 
prices  were  down  about  10%  from 
January  last  year — and  Bethlehem 
brings  $500  million  straight  to  the 
bottom  line,  just  from  the  firming  of 
steel  prices. 

Keep  those  productivity  gains  com- 
ing as  they  have  been,  let  the  steel- 
workers  give  Bethlehem  what  they 


gave  Wheeling-Pitt,  and  we're  talking 
about  $750  million  profit  or  so.  With 
profits  sheltered  from  taxes  by  past 
losses,  we're  talking  here  of  earnings 
in  the  area  of  $15  a  share. 

Inland  Steel  in  Chicago?  Inland  has 
cut  costs  20%  and  talks  of  doing  that 
again  over  the  next  two  or  three  years. 


Mill  shipments  slump, 
imports  climb 

Cars  are  lighter,  cans  are  aluminum, 
and  how  many  ships  are  launched 
today?  The  evolving  society  uses 
less  steel,  is  less  steel  intensive,  goes 
the  explanation.  But  world 
overcapacity  produces  the  import 
flood  that  forces  prices  down.  Some 
say  we  use  more  steel  than  such 
figures  indicate.  They  don't  show 
steel  in  imported  vehicles,  they  say,  or 
the  tractors  and  machinery  not 
exported  because  of  the  strong  dollar, 


Millions  of  tons 


110 
100 
90 
80 
70 
60 
50 
40 
3Q 
20 
10 


/ 

f 

\  , 

s 

lipmen 

ts 

> 

\ 

\ 

Im 

jorts 

mmmm 

■72 


■73 


'74 


•75 


■76 


'78 


'79 


'81 


'82 


'84 


The  benefits  of  the  past  cuts  were 
consumed  by  lower  prices,  but  with 
prices  firming,  future  costs  savings 
won't  be.  That  second  20%  cut  Inland 
talks  about  comes  to  $80  a  ton  saved, 
$13  a  share  earnings  for  a  stock  selling 
around  25. 

It's  easy  to  be  negative  about  steel. 
Turnarounds  that  never  came.  Write- 
offs of  $4.4  billion  in  assets  and  $7 
billion  in  losses  in  four  years.  The  six 
largest  companies  lost  $325  million 
in  the  fourth  quarter  alone,  and  this  is 
in  a  strong  economy.  For  the  price  of  a 
couple  TV  stations,  you  could  buy  the 
great  Bethlehem  Steel  Co.  with  its  $5 
billion  in  sales  and  45,000  employees. 

Who  needs  steel?  Today  the  cans 
are  made  of  aluminum,  they  talk 
about  plastic  cars  tomorrow,  and  who 
builds  ships  or  bridges  anymore?  A 
dozen  years  ago  U.S.  companies 
shipped  110  million  tons  with  anoth- 
er 16  million  tons  of  imports,  making 
126  million  tons  consumed  here  in 
1974.  Last  year  the  U.S.  companies 
shipped  73  million  tons,  and  there 
were  imports  of  24  million  tons,  97 
million  tons  in  all.  In  a  rising  econo- 
my, steel  consumption  here  dropped 
by  close  to  25%.  Look  at  the  auto 
industry:  In  1973  14.5  million  cars 
and  trucks  were  sold,  and  the  U.S. 
industry  used  23  million  tons  of  steel. 
Last  year  15.7  million  vehicles  were 
sold,  and  Detroit  took  13  million 


tons.  Not  only  were  the  cars  and 
trucks  smaller,  but  all  those  Toyotas 
and  Mercedes  came  built  with  their 
own  steel.  No  wonder  the  industry 
was  sick. 

A  quarter  of  the  reduced  volume  of 
steel  used  in  the  nation  was  imported 
last  year,  much  from  low-wage — $3- 
an-hour  labor  cost  in  Korea  against 
$20-plus  in  the  U.S. — or  government- 
subsidized  producers  from  every- 
where from  Brazil  to  Britain. 

No  wonder  the  industry  was  sick, 
and  no  wonder  nearly  everybody  has 
given  up  on  it.  But  the  patient  is  not 
going  to  die. 

First,  ask  about  productivity.  This 
may  be  the  untold  miracle  of  Ameri- 
can industry.  "We're  producing  steel 
at  fewer  man-hours  per  ton  in  Ameri- 
ca than  anybody  else  in  the  world 
now,"  says  Lynn  Williams,  president 
of  the  United  Steelworkers  of  Ameri- 
ca. "We  have  4.6  man-hours  in  a  ton, 
and  by  the  end  of  this  year  it  will  be 
4,"  says  David  Roderick,  chairman  of 
U.S.  Steel.  At  Bethlehem  productivity 
last  year  improved  5%  from  1984, 
which  was  improved  12%  from  1983, 
which  was  improved  15%  from  1982. 

Every  steel  producer  has  a  story  like 
that.  America's  steelmen  and  outside 


analysts  figure  they  are  about  caught 
up  with  the  fabled  Japanese  in  produc- 
tivity. Now,  at  190  or  180  yen  to  the 
dollar,  we  have  caught  up  with  them 
in  price,  too. 

How  can  that  be?  Doesn't  everyone 
know  that  the  newer  foreign  mills  are 
technological  wonders  manned  by 
Asian  Stakhanovites?  "People  think 
we're  guys  with  pickaxes,"  says  Lynn 
Williams.  "We're  a  highly  trained 
work  force,"  he  says,  more  skilled  and 
better  trained  than  Third  World 
greenhorns  and  with  manning  tighter 
than  those,  even  the  Japanese,  who  in 
a  pinch  sometimes  put  jobs  ahead  of 
productivity. 

Another  plus  is  that  steel  prices  are 
actually  edging  up,  apparently  recap- 
turing about  half  the  price  decline  of 
last  year.  Roderick  of  U.S.  Steel  says 
they'll  be  stronger  in  the  second  quar- 
ter than  now,  too.  With  capacity — the 
industry  calls  it  capability — sinking 
as  mills  close,  operating  rates  are 
climbing.  The  industry  is  producing 
at  70%  of  capability  so  far  against  a 
60%  rate  this  time  last  year,  which 


Average  return  on  equity — 
all  other  manufacturing 
[excluding  steel) 

Expenditures,  gross  plant  and  net  plant  (Smillions) 


Huge  investment, 
negative  returns 

In  a  strong  economy,  the  steel 
industry's  return  on  investment  has 
collapsed.  Even  enormous  gains  in 
productivity  and  writeoffs — capacity 
has  gone  from  158  million  tons  to  128 
million  tons  in  a  decade  and  is  still 
dropping — are  washed  out  by  price- 
cutting.  And  to  keep  the  improvements 
coming  the  industry  needs  investment, 
big  investment.  A  couple  of  continuous 
casters,  for  example,  can  cost  $500 
million. 
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HAVING  PROBLEMS 
□GOPHERING  THE 
OLD  PHONG  BILL? 

You're  not  alone.  Many  companies  are  buried  in  the  same 
archaic  system  when  it  comes  to  accounting  for  costs  on  their  long 
distance  bills. 

Fortunately,  there's  The  Billing  Solution ™  from  GTE  SPRINT.® 
You  see,  The  Billing  Solution  breaks  down  your  costs  by  client, 
location,  department  or  individual.  It's  all  in  one  easy-to-read 
management  report.  That  way,  you  won't  have  to  spend  as  much 

time  pondering  over  lengthy 
phone  bills. 

And  while  you're  saving 
time,  you'll  also  be  saving 
money.  Because  The  Billing 
Solution  will  enable  you  to  com- 
bine usage  from  your  various 
locations  so  you  easily  qualify 
for  our  larger  volume  discounts. 
So  contact  SPRINT  and  find  out  more  about  The  Billing 
Solution.  After  all,  you  shouldn't  have  to  possess  the  wisdom 
of  the  ages  to  find  out  if  an  employee  is  always  calling  his 

girlfriend  in  Cairo,  Illinois.   

Call  (800)  521-4949  today.         ffiy=|  SPRINT 

You've  got  the  future  on  the  line3: 


Anaheim,  CA  (714)  660-8999  'Atlanta,  GA  (404)  8430100  •  Boston.  MA  (617)  933-7771  •  Chicago,  11  (312)  364-4600  •  Cleveland,  0//(216)  6420180  •  Dallas,  TX  (214)  387-4686  • 
Detroit  A//I313)  827  4900  •  Honolulu.  HI  (808)  528-2000  •  Houston.  TX  (713)  777-3600  •  Kansas  City.  KS  (913)  451  8700  •  Los  Angeles.  CA  (213)  515-5353  •  New  York.  NY  (2\2) 
557  0700  •  Philadelphia.  PA  (215)  568-4338  •  Phoenix.  AZ  (602)  956-6200  •  San  Francisco.  CA  (415)  571  8700  •  Seattle.  WA  (206)  621-7600  •  Washington.  D  C.  (703)  486  8330 
€>  1986  GTE  Sprint  ®  Sprint  is  a  trademark  of  GTE  Sprint  Communications  Corp. 


ed  Steel  workers 


Barbara  Runette 


£y«n  Williams,  president  of  the  United  Steelworkers 
Trading  archaic  work  rules  for  lifetime  jobs  is  worth  talking  about. 


Tlhe  United  Steelworkers  of 
America  was  forged  on  the 
banks  of  the  Monongahela  and 
quenched  in  the  blood  of  its  mar- 
tyrs. No  other  union,  barring  the 
miners,  can  boast  of  such  struggle, 
such  defeat  and  such  triumph. 

There  was  the  Battle  at  Home- 
stead, Pa.  in  1 892,  where  the  prede- 
cessor Amalgamated  Association 
of  Iron,  Steel  &  Tin  Workers  stood 
against  the  Pinkertons  and  the  mi- 
litia at  the  Carnegie  Works,  35 
dead  and  the  union  crushed.  There 
was  the  failure  of  the  great  national 
strike  in  1919,  365,000  strong,  and 
the  Little  Steel  Massacre  in  Chica- 
go in  1937  when  10  picketers  died. 

But  by  1979  the  USW  was  1.3 
million  strong  and  writing  some  of 
the  richest  contracts  in  the  world, 
$14  an  hour  in  pay  in  1982,  $23.78 
with  benefits.  At  its  peak  the  con- 
tract included  a  13-week  vacation 
every  five  years  and  strong  protec- 
tion against  inflation,  illness  and 
layoff.  From  1965  to  1985  Steel- 
worker  pay  rose  from  $3.56  an  hour 
to  $13.73,  while  average  industrial 
pay  rose  from  $2.46  to  only  $8.44. 

Today  the  union  has  only 
700,000  dues-paying  members, 
only  200,000  of  them  in  steel,  and 
tries  to  beef  up  membership  by  or- 
ganizing the  likes  of  supermarket 
rks  whiskey  distillers  and  even 


condom  makers. 

This  year  for  the  first  time  the 
steel  companies  are  bargaining 
with  the  union  individually,  in- 
stead of  as  an  industry.  They  want 
wage  and  benefit  cuts  and  more 
easing  of  work  rules,  but  this  is 
still  a  tough  union.  A  few  months 
ago  the  Steelworkers  struck  bank- 
rupt Wheeling-Pittsburgh  rather 
than  take  a  big  wage  cut.  They  won 
the  strike,  ousting  the  manage- 
ment and  giving  up  only  a  modest 
$1  an  hour. 

Lynn  Williams,  the  Canadian- 
born  union  president,  won't  make 
concessions  without  getting  some- 
thing in  return.  He  also  makes  the 
point  that  if  the  workers  are  asked 
to  sacrifice,  others  should,  too — 
the  banks,  for  instance,  by  easing 
loan  terms.  He  complains  that  at 
Wheeling-Pitt,  operating  under  the 
protection  of  the  bankruptcy  code, 
where  the  union  now  has  board 
seats,  the  banks  insist  on  exorbi- 
tant terms  and  no-risk  security,  in- 
stead of  giving  things  up  as  the 
workers  do.  His  first  small  victory: 
The  USW  pushed  LTV  Corp,  the 
Dallas  parent  of  LTV  Steel,  to  cut 
its  service  charges  to  its  steel  sub- 
sidiary by  4% .  "I  won't  say  that  4% 
is  the  end  of  the  world,  but  I  think 
it's  an  important  principle,"  says 
the  union  chief.— J.F. 


means  a  more  profitable  operation  (or 
less  loss)  on  the  same  tonnage.  Every 
time  a  new  continuous  caster  goes 
into  operation  there  is  less  waste. 

Orders  are  running  a  little  better 
than  last  year,  too.  "And  increasing," 
says  David  Hoag,  president  of  LTV 
Steel,  the  second-largest  producer.  It's 
not  a  boom,  but  at  least  they  aren't 
going  down. 

Imports?  The  Reagan  Administra- 
tion is  unenthusiastic  about  any  type 
of  protection,  including  its  own  vol- 
untary restrictions  on  steel  exporters. 
Still,  trade  officials  say,  the  U.S.  has 
signed  up  most  of  the  key  players  for 
its  voluntary  quotas  and  expects  im- 
ports to  drop  a  couple  million  tons 
this  year  from  last,  to  22  million  to 
22.5  million  tons.  The  weakening  dol- 
lar will  be  a  help  here,  too. 

Supply  costs?  That's  ore,  coal  and 
energy.  Two  years  ago  U.S.  Steel  was 
offered  Brazilian  ore,  delivered  in  Chi- 
cago, cheaper  than  it  could  deliver 
from  its  own  mines  in  Minnesota.  "In 
1986  we  think  we  will  have  world 
competitive  ore  prices,"  says  Roder- 
ick. The  unions,  the  state,  the  utili- 
ties, all  are  contributing  to  cut  costs. 

Quality  is  another  major  plus.  It's 
no  secret  that  U.S.  steel  wasn't 
matching  up.  A  few  years  ago  the  re- 
ject rate  on  Japanese  steel  was  1%  to 
1.5%,  while  American-made  metal 
was  running  5%  to  10%,  says  George 
Ferris,  who  once  headed  Ford  Motor 
Co.'s  steel  operations  and  now  runs 
Wheeling-Pittsburgh  Steel.  In  an  auto 
plant  example,  a  bad  coil  means  tak- 
ing down  the  press  for  half  an  hour  to 
change  it,  and  losing  production  of 
300  to  450  stampings.  Today  the 
American  steelmakers  say  they  are  as 
good  as  anybody.  "We're  all  [U.S  and 
Japan]  around  a  2%"  reject  rate,  says 
Ferris.  "Yes,  we've  seen  the  quality  of 
steel  improve,"  says  Roger  Smith, 
chairman  of  General  Motors.  But  he 
asks  for  even  better  quality,  plus  bet- 
ter steels,  lighter,  rustproof,  more 
dent-resistant. 

Under  normal  circumstances  those 
signs,  modest  as  they  are,  on  prices, 
orders,  imports  and  supply  costs,  plus 
the  miracles  on  productivity  and 
quality  would  be  hailed  as  signs  of  a 
turnaround  in  the  industry.  They 
aren't.  Why  not?  Well,  talking  poor- 
mouth  makes  sense  in  a  labor  negotia- 
tion year,  and  when  you  want  import 
protection.  Besides,  the  fellows  have 
predicted  too  many  upturns  that 
didn't  come. 

"What  we've  finally  come  to  real- 
ize," says  Donald  Trautlein,  chair- 
man of  Bethlehem,  "is  there's  been  a 
structural  change  in  the  steel  intensi- 
ty in  this  country  [how  much  steel  is 
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of  panic  disorder  is  reaching  new  heights  in  helping 
people  with  phobias  regain  a  normal  life. 

When  you  ask  people  to 
efine  a  phobia,  many  will  say  it's 
fear  of  heights  or  elevators.  And 
rtiile  these  situations  can  cause 
ineasy  feelings,  it's  the  panic 
ttack,  the  root  of  many  phobias, 
hat  causes  the  real  anxiety. 

Millions  of  Americans  are 
ffected  by  some  type  of  phobia. 
Agoraphobia,  the  fear  of  public 
ilaces,  is  the  most  common, 
"hose  with  severe  cases  live  in  a 
rarld  of  fear. 


Presently,  Upjohn  is  at  a 
turning  point  in  understanding 
panic  attacks.  Their  research 
involves  the  largest  study  ever  to 
be  undertaken  in  this  field. 
Through  Upjohn's  help,  a  new 
integrated  world  view  of  panic 
disorder  and  associated  phobias 
is  emerging  and  promising 
refinements  are  on  the  horizon. 

For  100  years,  Upjohn  has 
helped  people  overcome  obstacles 
to  lead  healthier,  fuller  lives. 


And  we  will  continue  to  help  clear 
the  way  in  the  century  to  come. 

For  the  booklet, 
"What  You  Should  Know 
About  Panic  Disorder" 
write  PANIC  DISORDER, 
Dept.  PF,  RO.  Box  2497, 
Kalamazoo,  Michigan  49003. 

Upjohn 


Middletown  in  transition 


Fl  or  all  its  troubles, 
Middletown,  Ohio  is 
no  sooty  steel  town  in  the 
throes  of  economic  decay. 
True  enough,  Armco  Inc., 
the  big  (1985  revenues, 
$3.7  billion)  steelmaker 
that  is  Middletown's  larg- 
est employer  with  6,500, 
or  30%  of  the  town's  work 
force,  has  just  moved  its 
corporate  headquarters  to 
New  Jersey.  But  in  sheer 
numbers,  that  means  only 
the  21  top  corporate  exec- 
utives. Middletown,  a 
community  of  44,000  in 
southwestern  Ohio,  still 
remains  home  to  Armco 's 
Eastern  Steel  division. 

Better  still,  Middletown 
has  an  economic  base  out- 
side of  steel.  Ten  paper  

companies  have  plants  here.  The  paper  industry  was 
Middletown's  original  mainstay — attracted  by  the 
enormous  aquifer  on  which  the  town  is  built.  When 
paper  hit  a  slump  in  the  1890s,  Middletown  gave 
George  M.  Verity  $75,000  to  lure  his  American  Rolling 
Mill  Co.,  later  Armco,  to  town. 

Now,  as  the  town  looks  to  diversify  again,  its  biggest 
problem  will  be  to  overcome  the  psychological  hurt  of 
losing  the  Armco  headquarters.  "It's  easy  to  panic," 
says  insurance  salesman  Gary  Shupe,  43. 

"The  worst  thing  we  have  to  fight  is  a  negative 
attitude,"  says  Barry  Levey,  a  local  attorney,  who 
bought  the  63-year-old  Manchester  Inn  last  October 
when  ailing  Armco  sold  it.  He  thinks  he  can  make  a 
profit  with  tennis  and  golf  packages. 


.A  parade  honoring  United  Way  volunteers  in  Middletown 
Looking  to  diversify— again. 


Tennis  and  golf  in  a 
community  losing  top  ex- 
ecutives? Why  not?  Mid- 
dletown, tree-shaded  and 
pleasant,  is  an  industrial 
town  in  the  age  of  the 
computer  printout,  not 
the  blast  furnace.  There's 
a  new  YMCA  and  library, 
both  completed  in  the 
past  three  years,  an  arts 
center  and  a  36-hole  pub- 
lic golf  course. 

As  the  city  hunts  for 
new  business,  it  may  find 
a  great  natural  advantage 
in  its  location  midway  be- 
tween Dayton  and  Cin- 
cinnati, each  a  30-minute 
drive  away.  "It  allows  me 
to  serve  a  regional  mar- 
ket," says  Doug  Fink,  who 
moved  his  Ameripak,  a  $2 
industrial  and  consumer 
October  1984. 


million  (sales)  packer  of 
goods,  from  nearby  Miamisburg  in 
"Dayton  and  Cincinnati  think  of  me  as  a  local  vendor." 

Fink  thinks  Middletown  should  seek  new  business 
from  neighboring  cities.  He's  disappointed  that  the 
town's  leaders,  who've  commissioned  a  study  of  busi- 
nesses to  target  and  are  sending  development  missions 
overseas,  "seem  to  be  doing  the  standard  things." 

Pride  may  be  an  obstacle.  Middletown,  with  Armco 
bringing  it  such  benefits  as  a  new  hospital  wing  and  a 
branch  of  Ohio's  Miami  University,  has  always  held 
itself  aloof.  "For  years  Middletown  had  its  doors 
closed,"  says  real  estate  broker  Steve  Oyer,  39.  Look- 
ing outward  will  change  Middletown,  but  not  neces- 
sarily for  the  worst. — Ruth  Simon 


actually  needed]  that  is  really  unlike- 
ly to  reverse."  With  this  has  come  an 
end  to  the  old  optimism  that,  some- 
how, things  would  right  themselves 
in  time. 

Some  believe  that  next  decade  the 
U.S.  will  be  flooded  with  foreign 
slabs  of  semifinished  steel  to  be 
rolled  here.  There  are  a  few  such 
deals  already,  like  U.S.  Steel's  with 
Pohang  of  Korea  to  import  Korean 
steel  for  finishing  in  California.  This 
will  mean  the  end  of  U.S.  Steel's 
Geneva,  Utah  steelmaking  plant. 
U.S.  Steel  also  will  not  be  rebuilding 
the  "front  end" — the  steelmaking 
furnaces — of  the  great  Fairless  works 
in  Pennsylvania  when  they  get  run 
down,  which  would  mean  using 
slabs  from  someplace  else.  But  even 
in  raw  steel  there  is  hope.  When 
Bethlehem  gets  its  newest  continu- 
ous caster  going  this  year,  it  will 
have  plenty  of  quality  slabs  for  sale, 
and  the  price  could  be  right.  It's 
already  talking  to  potential  custom- 


ers. It's  still  in  the  future,  but  such 
intermill  cooperation  could  grow. 

Right  now  the  biggest  "if"  in  the 
turnaround  is  the  union  question. 
While  U.S.  productivity  is  high, 
wages  and  benefits  are  even  higher — 
$17.18  an  hour  pay  and  $24.84  with 
benefits  at  Bethlehem.  One  product 
study  on  hot-rolled  band,  for  example, 
showed  3.6  man-hours  per  ton  in  the 
U.S.  to  3.4  in  Japan,  5.9  in  Brazil,  4.6 
in  Britain  and  5.5  in  Korea.  But  the 
$20-plus  labor  cost  meant  $84  per  ton 
for  that  hot-rolled  against  $16  for  Ko- 
rea and  $37  for  Japan. 

The  union  gave  up  $1.25  an  hour 
three  years  ago  but  has  recovered  that. 
It  did  trade  Wheeling-Pittsburgh  for  a 
$1.05-an-hour  pay  reduction  after  the 
company  went  into  bankruptcy  and 
passed  up  a  45-cent  raise  due  last 
month  at  LTV  because  of  its  precari- 
ous financial  situation. 

But  the  mills  say  they  still  must 
chop  labor  costs  in  the  new  contract. 
Even  Hoag  of  LTV,  which  saved  45 


cents  an  hour,  says  he  has  to  get  $75 
more  a  ton  out  of  the  cost  of  his  flat- 
rolled  steel,  which  sells  for  about 
$430  a  ton.  "We'll  get  over  half  of  that 
out  of  costs  in  1986,  but  we  still  have 
to  address  labor  rates."  LTV  has  given 
up  completely  on  one  specialty  busi- 
ness, last  month  announcing  the  sale 
of  its  stainless  facilities  in  Dallas  to  a 
group  of  private  investors. 

What  are  the  chances?  Certainly 
pay  cuts  at  U.S.  Steel  and  Bethlehem 
and  Inland,  or  from  anyone  not  bank- 
rupt, will  be  hard — not  impossible 
but  hard — to  win.  Work  rules,  how- 
ever, might  be  an  important  area  of 
progress.  By  any  reasonable  stan- 
dards of  efficiency,  there  is  overman- 
ning, particularly  in  maintenance 
and  support  people,  and  disruptive 
guidelines  among  the  crafts.  Traut- 
lein  of  Bethlehem  says  changing 
work  rules  can  save  more  than  $1  to 
$2  an  hour. 

Work  rules  are  crucial — more  so 
than  wages.  George  Ferris,  the  chief 
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ITS  BILLIONS 

BIGGER 
THAN  LIFE. 


Now  you  can  trust  your  money  to 
the  people  you  trust  with  your  life. 
The  Prudential. 

Prudential-Bache  Securities  is  a 
billion-dollar  leader  in  stocks,  bonds, 
options,  commodities,  tax-favored 
investments,  personal  asset  manage- 
ment and  more.  On-line  technology 
in  over  300  offices  in  America  and 


throughout  the  world  is  putting 
Prudential-Bache  years  ahead  of  the 
competition. 

And  securities  are  just  the  begin- 
ning of  The  Prudentials  growth. 
We  have  home  and  auto  insurance, 
health  care,  real  estate  mortgages, 
IRA's  and  mutual  funds  as  well  as  new, 
innovative  forms  of  life  insurance. 


There  are  even  loans  and  select  ac- 
count services  through  the  new 
Prudential  Bank  and  Trust  Company. 

It's  powerful  new  financial  help 
that's  solid  as  the  Rock  itself. 

The  Rock.The  Prudential. It's  strong. 
It's  on  the  move.  It's  bigger  than  life. 

WE'RE  BIGGER  THAN  LIFE. 

The  Prudential® 

Insurance  & 
Financial  Services 

The  Prudential  Insurance  Company  of  America 
Prudential-Bache  Securities 
The  Prudential  Bank  and  Trust  Company 
Prudential  Property  and  Casualty  Insurance  Company 
Prudential  Health  Care  Plan,  Inc. 
The  Prudential  Asset  Management  Company,  Inc. 
PruCapital,  Inc. 
The  Prudential  Realty  Group 

«  WH5  The  IVudenlial  Insurance  Company  of  America. 


executive  presiding  over  a  modest 
comeback  at  ailing  Wheeling-Pitts- 
burgh, says:  "Hell,  I'll  pay  $23  if  I  can 
get  the  right  kind  of  work.  How  much 
we  pay  isn't  the  problem.  If  we  can  get 
these  work  rules  changed,  we'll  make 
it."  He  says  that  today  even  the  union 
men  are  calling  and  suggesting  where 
jobs  can  be  saved.  In  return,  the  union 
has  become  part  of  the  decision  mak- 
ing process  at  every  level,  there's  a 
profit-sharing  plan,  and  Ferris  hopes 
to  create  some  Japanese-style  life- 
time-employment plan. 

Williams  of  the  USW  says  there  has 
been  an  enormous  change  in  restric- 
tive work  rules  already,  but  defends 
his  union's  featherbedding  rales: 
"What's  the  single  greatest  fear  that 
the  American  worker  has?  That  he's 
going  to  be  laid  off.  And  one  of  the 
ways  to  seek  some  measure  of  job 
security  is  to  say  you  can't  have  any- 
one else  do  this  job. 

"Now  management  has  suddenly 
decided  that  everyone  should  do  ev- 
erything, the  Japanese  way.  But  the 
Japanese  tradeoff  has  been  lifetime 


employment,  and  that  changes  every- 
thing. We're  interested  in  that  trade- 
off in  our  negotiations." 

Fair  enough.  And  Williams  takes  a 
positive  tone  about  the  talks  so  far: 
"The  general  posture  of  the  compa- 
nies with  whom  we  started  to  bargain 
is  to  try  to  find  solutions."  So  far,  so 
good,  he  says.  The  union  doesn't  give 
anything  away.  It  trades.  It  seeks 
more  power  in  management  decisions 
and  job  security — Williams  mentions 
the  labor  agreement  between  General 
Motors  and  its  new  Saturn  subsidiary 
as  an  example.  Profit-sharing  and 
bans  against  contracting  work  out  are 
on  his  agenda,  too. 

Has  steel  hit  bottom?  Capability, 
158  million  tons  ten  years  ago,  is 
counted  as  128  million  tons  now  but 
may  be  closer  to  1 15  million,  exclud- 
ing furnaces  still  on  the  books  that 
will  never  produce  steel  again.  The 
industry  will  probably  settle  between 
100  million  and  1 10  million  real  tons, 
and  it's  not  far  from  that  now. 

Certainly  the  dangers  are  still  great. 
Trautlein  of  Bethlehem,  who  after  six 


grinding  years  will  give  up  the  title  of 
chief  executive  on  Mar.  1  (but  re- 
mains as  chairman),  emphasizes 
them:  "We've  done  one  hell  of  a  lot, 
[but]  the  truth  of  the  matter  is,  if  we 
don't  get  a  combination  of  a  responsi- 
ble labor  agreement  and  enforcement 
of  these  trade  agreements,  you  are  go- 
ing to  have  some  real  problems  with 
several  companies  in  the  industry, 
and  sooner  rather  than  later.  I  think 
it's  a  critical  year." 

But  remind  Trautlein  that  the  yen 
is  way  up  against  the  dollar  and  possi- 
bly trending  higher — maybe  to  180  to 
the  dollar.  Trautlein  cheers  up.  "One- 
eighty  is  my  number,"  he  says.  "They 
can't  compete  with  us  here  at  that. 
Give  me  a  mark  where  it  is,  the  pound 
at  $1.50  and  the  yen  at  180." 

The  head  of  another  major  steel 
company  says  this:  "All  the  ingredi- 
ents are  in  place:  the  costs,  the  prices, 
imports  coming  down.  Do  the  indus- 
try leaders  have  enough  management 
moxie  to  manage  their  affairs  effec- 
tively? If  they  do,  you  should  see  prof- 
itable years  in  the  steel  industry."  ■ 


The  light  at  the  end  of  the  tunnel? 

sk  rises g         HH^fP^PP  ii  1  *  ^""-i!?! 


Average  operating  profit  for  top  six  steel  companies    0  Operating  profit  for  individual  company 


2         '83         '84         '85  '86' 

Strategist,  World  Steel  Dynamics. 

teelworkers  union  this  year 
civity  gains  could  make  the 
nmpetitive,  and  profitable. 
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SOME  OUTDATED 
IMPRESSIONS  OF  VOLVO 
ARE  ABOUT  TO  GO 
UP  IN  SMOKE. 


For  more  than  58  years, 
Volvo  has  relentlessly  pursued  the 
challenge  of  producing  automo- 
biles of  unparalleled  comfort, 
safety  and  durability.  All  of  which 
has  resulted  in  enormously  pow- 
erful and  positive  impressions  of 
our  automobiles. 

We  are,  however,  about  to 
generate  some  new  perceptions 
of  Volvo.  Perceptions  based  upon 
performance. 


Enter  the  new  Volvo  700 
Series  with  its  most  awesome  mem- 
ber being  the  760  Intercooled 
Turbo.  The  latter  being  capable 
of  launching  you  to  55  mph  in  a 
time  that  could  prove  more  than  a 
little  embarrassing  to  most  Auto- 
bahn hardware. 

Whats  more,  this  staggering 
performance  is  being  presented 
along  with  an  even  greater  com- 
mitment to  our  more  traditional 


virtues  of  safety,  luxury,  comfort 
and  durability. 

The  new  Volvo  700  Series. 

Its  causing  more  than  a  few 
outdated  impressions  of  Volvo  to 
vanish  in  a  cloud  of  smoke. 

With  considerable  haste  we 
might  add. 


I  1985  VOLVO  NORTH  AMERICA  CORPORATION 


THE 700  SERIES 

by  Volvo. 


VF  Corp.  s  Larry  Pugh  has  a  good  question. 
Why  complicate  a  business  when  it  is  so 
much  more  profitable  to  keep  it  simple? 

Simple  is 
as  smart  does 


By  Gary  Slutsker 


1AWRENCE  PUGH  GAZES  thoUght- 
_  fully  out  the  window  of  his 
I  Manhattan  showroom  and  con- 
templates Saks  Fifth  Avenue  across 
the  street.  "You  know,  it's  very  easy 
to  overcomplicate  how  you  run  a 
business,"  says  Pugh  after  a  few  mo- 
ments and  a  couple  of  drags  on  his 
Vantage.  "But  companies  get  in  trou- 
ble by  overcomplicating  management 
and  not  giving  clear  direction  to  the 
organization  on  what  the  focus 
should  be." 

Overcomplication  and  lack  of  focus 
aren't  charges  to  level  against  Pugh 
and  the  company  he  runs, 
$1.5  billion  (1985  sales)  VF 
Corp.  of  Reading,  Pa.  The  ini- 
tials stand  for  Vanity  Fair, 
the  87-year-old  silk  glove 
manufacturer  that  moved 
into  lingerie  in  1914.  Ladies' 
underwear  still  accounts  for 
around  17%  of  VF  Corp.'s 
sales.  Over  two-thirds  now 
comes  from  VF  Corp.'s  H.D. 
Lee  Co.,  manufacturer  of  Lee 
blue  jeans. 

Manford  (Whitey)  Lee,  an 
autocratic  onetime  tele- 
phone lineman,  ran  VF  Corp. 
from  1959  until  he  died  in 
March  1983.  He  bought  H.D. 
Lee  (there  is  no  family  con- 
nection) in  1969,  a  diversifi- 
cation move  made  when  the 
women's  movement  and  bra 
burners  seemed  to  threaten 
the  underwear  trade.  Fear  of 
bra  burners  paid  off  hand- 
somely. H.D.  Lee  was  doing 
around  $88  million  a  year 
when  Whitey  Lee  bought  it. 
Last  year  it  earned  $116  mil- 
lion on  sales  of  S942  million. 
(VF's  total  earnings  last  year 
were  $139  million.)  The  re- 


sults are  the  more  impressive  when 
you  remember  that  VF  makes  virtual- 
ly all  its  garments  in  the  U.S.,  yet  is 
able  to  compete  against  imported  ap- 
parel goods. 

Whitey  Lee  was  fanatical  about 
quality  and  inventory  controls.  He 
figured  that  if  he  made  a  good  enough 
product,  people  would  buy  it.  It  only 
sounds  simplistic.  If  it  really  is  easy, 
why  don't  more  U.S.  businesses  do  as 
well  as  VF? 

Pugh,  53,  came  to  VF  as  president  in 
1980  after  running  the  Samsonite  di- 
vision of  Beatrice,  and  took  over  as 
chairman  when  Lee  died  in  1983.  Like 
Lee,  he  believes  the  best  way  to  keep 


VF  Corp.  's  Larry  Pugh  ( left  )  and  Rob  Gregory 
Common  sense  and.  uncommon  results. 


down  costs  in  the  rag  trade  is  to  be 
fanatical  about  inventory  control. 
That,  too,  sounds  obvious.  But  unlike 
many  businessmen,  Pugh  and  VF 
President  Robert  Gregory  act  upon 
the  obvious  by  forcing  themselves 
and  their  managers  to  know  every  day 
where  inventories  stand.  To  do  that, 
they  have  developed  proprietary  soft- 
ware programs  on  thousands  of  their 
accounts.  The  minute  some  figures 
look  out  of  line,  they  go  into  action. 

In  early  February,  says  Gregory,  a 
division  head  phoned  to  warn  that  his 
inventories  had  gone  slightly  above 
the  forecast  level.  The  infraction 
would  have  been  a  mere  blip  any- 
where else,  but  at  VF  it  mattered.  The 
next  day  Gregory  was  on  a  plane  for 
an  impromptu  meeting.  A  few  such 
meetings  with  the  boss,  and  the  divi- 
sion people  understand  that  inven- 
tories are  not  to  get  out  of  line,  period. 

Gregory,  43,  a  southern  lawyer 
turned  textile  mill  president,  joined 
VF  in  1979  as  president  of  the  Lee 
division.  Designer  jeans  had  become 
all  the  rage,  and  Whitey  Lee  and  Pugh 
had  good  reason  to  worry  that  their 
Lee  jeans  would  be  overtaken. 

Gregory's  solution  was  characteris- 
tically uncomplicated.  Noting  that 
most  big  jeansmakers  sold  the  same 
jeans  to  men  and  women,  Gregory 
segmented  his  production,  selling 
pants  cut  specifically  for  women. 
That  meant  Lee  jeans  fit  as  well  as  the 
higher-priced  designer  jeans. 
Lee's  share  of  the  jeans  mar- 
ket has  climbed  from  2.5% 
in  1980  to  12.5%  last  year. 
Gregory  thinks  15%  is  with- 
in reach. 

There's  a  problem.  The 
jeans  market  is  shrinking. 
Pugh  admits  he  can't  main- 
tain VF's  high  aftertax  mar- 
gins in  jeans  (12.3%  last 
year),  which  still  account  for 
83%  of  VF's  earnings.  Mov- 
ing production  of  some  of 
VF's  kids'  jeans,  which  are 
more  labor  intensive,  to  Cos- 
ta Rica  will  help.  Vanity  Fair 
may  follow  with  some  bra 
lines.  But  denim  prices  have 
gone  up,  and  Pugh  is  aware  of 
the  problems  in  controlling 
overseas  production. 

So  Pugh  and  Gregory  are 
focusing  on  segmenting  and 
upgrading  VF's  other  lines. 
Vanity  Fair's  bras,  panties, 
robes  and  nighties,  for  exam- 
ple, rarely  changed  much, 
and  market  share  dropped. 
Last  year  Pugh  and  Gregory 
brought  out  a  fancy  new  line 
of  designer  lingerie  meant  to 
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"To  the  Orient, 
the  facts  speak  for 
themselves." 


THE  SCORE 

On  Transpacific  Travel 


Years  of  transpacific  experience 

NORTHWEST  ORIENT 

UNITED 

39 

3 

Pacific  round  trips  required 
to  earn  free  travel* 

First  Class  from  continental  U.S. 

1 

3-4 

Executive  Class  from  continental  U.S. 

1 

31/2-41/2 

Nonstop  service  from  East  Coast, 
Midwest,  West  Coast  and  Hawaii 

YES 

NO 

AII-747  international  fleet 

YES 

NO 

Annual  Pacific  passengers** 

2,260,428 

250,204 

Based  on  nonstop  service  from  gateway  cilies.  Includes  10.000-mile  Northwest  Orient  round  trip  bonus  "Based  on  CAB  information  lor  1984 

Experience  wins.  And  Northwest  Orient  has 
more  experience  than  any  other  Pacific  carrier.  Even  more 
than  Japan  Air  Lines. 

That  means  superior  service  to  Tokyo,  Osaka, 
Hong  Kong,  Taipei,  Seoul,  Okinawa,  Shanghai,  Guam,  Manila 
and  Kuala  Lumpur. 

Northwest  Orient  has  the  fastest  free  travel  plan  to  the 
Orient.  And  superb  First  Class  and  Executive  Class  service. 

For  reservations,  call  your  travel  agent,  corporate 
travel  department  or  Northwest  Orient: 
(800)447-4747 


People  who  know.. .go 

®  NORTHWEST  ORIENT 


Net  earnings  for  Gannett  Co.,  Inc.,  in  1985  increased  13  percent 
over  1984.  In  the  Fourth  Quarter,  net  earnings  were  up  7  percent, 
marking  the  73rd  consecutive  quarter  of  comparative  earnings  gains 
since  the  company  went  public  in  1967. 

For  all  of  1985,  net  income  was  $253,277,000,  an  increase  of 
13  percent  over  $223,934,000  in  1984.  Earnings  per  share  were 
$3.16,  up  13  percent  over  $2.80  in  1984,  and  operating  revenues  were 
$2,209,421,000,  up  13  percent  from  $1,960, 197.000.  For  the  Fourth 
Quarter,  net  income  increased  to  $79,444,000,  up  7  percent  from 
$74,509,000  in  1984.  Earnings  per  share  were  99  cents,  up  6 
percent  from  93  cents  a  year  ago.  Operating  revenues  increased  to 
$619,520,000,  up  9  percent  from  $570,084,000  in  the  same  quarter 
in  1984. 

Gannett  Chairman  Allen  H.  Neuharth  said  the  Fourth  Quarter 
concluded  an  exciting  year  in  which  Gannett  benefited  from  the 
diversity  of  its  news  and  information  services  and  the  continuing 
progress  of  USA  TODAY.  For  the  Fourth  Quarter,  newspaper  linage 
increased  2  percent  over  1984,  broadcast  revenues  improved 
over  last  year,  up  7  percent,  and  outdoor  advertising  snowed  a  2 
percent  increase  in  revenues.  These  linage  and  revenue  gains  were 
achieved  despite  the  effects  of  comparing  13  weeks  of  operating 
results  in  the  Company's  Fourth  Quarter  of  1985  with  a  14-week 
Fourth  Quarter  in  1984. 

In  the  Fourth  Quarter,  the  Gannett  board  approved  a  13. 5  percent 
increase  in  quarterly  dividend  payments  to  42  cents  per  share,  the 
18th  increase  in  Gannett 's  18  years  as  a  public  company. 

Neuharth  also  said  Gannett  is  scheduled  to  complete  its  merger 
with  The  Evening  News  Association  of  Detroit  in  mid-February. 
After  the  merger,  the  number  of  daily  newspapers  in  Gannett  will 
grow  to  91  and  the  number  of  television  stations  to  eight. 

For  more  information  about  Gannett,  write  Corporate 
Communications,  PO.  Box  7858.  Washington,  D.C.  20044. 


GANNETT 

A  WORLD  OF  DIFFERENT  VOICES 
WHERE  FREEDOM  SPEAKS 


Gannett  1986 


appeal  to  younger  women.  Already 
underwear  sales  have  inched  up,  and 
net  margins  on  the  business  rose  from 
7.7%  in  1984  to  8.4%  last  year. 

In  1984  Pugh  and  Gregory  paid  $300 
million  for  Martinsville,  Va. -based 
Bassett-Walker,  which  makes  sweat 
suits.  Gregory  again  applied  his  seg- 
menting trick,,  producing  sweat 
clothes  for  men  and  women,  boys  and 
girls.  That  helped  kick  the  division's 
net  margins  from  6.6%  to  7.5%  last 
year.  Pugh  wants  to  buy  another  ap- 
parel maker,  one  with  sales  of  at  least 
$100  million.  But  please,  no  fashion- 
oriented  outfits.  "If  something 
changes  every  year,"  says  Gregory, 
"you  can't  engineer  the  costs  down." 

Pugh,  Gregory  and  other  directors 
own  less  than  1%  of  VF's  stock;  a 
trust  for  Vanity  Fair  founder  John  Bar- 
bey's  heirs  has  19%.  The  company 


The  jeans  market  is 
shrinking.  Denim  prices 
have  gone  up.  Pugh  admits 
he  can't  maintain  Lee's  high 
margins. 


has  $124  million  in  long-term  debt,  or 
a  debt-to-equity  ratio  of  22%.  Pugh 
aims  to  lower  that  ratio  to  15%  this 
year.  VF  operations  throw  off  $202 
million  in  cash.  Why  doesn't  manage- 
ment buy  out  the  company— as  the 
Haas  family  bought  out  Levi  Strauss 
and  a  management  group  bought  Blue 
Bell  last  year? 

The  answer  in  part  is:  The  stock  is 
pretty  rich.  Whereas  Levi  Strauss  and 
Blue  Bell  went  private  at  less  than  2 
times  book  value,  VF  sells  for  around 
3.5  times  book. 

Equally  important,  however,  Pugh 
likes  the  flexibility  VF  Corp.  enjoys  as 
the  country's  largest  publicly  held  ap- 
parel company.  "Look  what  we've 
used  our  cash  flow  for  in  the  past  five 
years,"  says  Pugh.  "We've  had  two 
buybacks  of  stock,  something  over  2 
million  shares,  average  price  about 
$24  a  share  [vs.  a  recent  trading  price 
of  58].  Not  a  bad  investment.  We 
spent  $300  million-plus  on  three  ac- 
quisitions in  the  past  year,  which  al- 
ready contributed  to  earnings  per 
share  in  1985.  Not  a  bad  investment. 
We  increased  our  dividend." 

Executive  ego-tripping  aside,  Pugh 
is  saying,  why  load  up  on  debt  to  go 
private  when  he  can  sell  stock  at  13 
times  earnings — that's  long-term  cap- 
ital at  7% — and/or  use  that  stock  to 
buy  more  companies?  Such  uncom- 
plicated thinking  might  give  Wall 
Street's  dealmakers  fits.  But  it  has 
served  VF  shareholders  well.  ■ 
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As  you're  aware,  the  world  is  under 
no  obligation  to  make  you  rich. 

That's  entirely  voluntary  Which 
explains  why  so  many  such  volunteers 
make  weekend  pilgrimages  to  their 
newsstands  and  Barron's. 

Every  week,  Barron's  provides  what 
the  world  doesn't:  a  manageable  and 
eminently  readable  digest  of  the 
information  you  need  to  make  intelli- 
gent investment  decisions. 

Information  in  the  form  of  several 
dozen  pages  of  vital  market  statis- 
tics—a sort  of  personal  data  bank  with 
virtually  no  limit  on  withdrawals. 

'IN  THE  CONTINENTAL  U  S  ONLY  ©  1986  DOW  IONES  &  COMPANY.  INC 


Information  in  the  form  of  reports 
on  undiscovered  or  sometimes  over- 
looked companies— a  sort  of  personal 
research  department  for  those  who 
base  decisions  on  fact  instead  of 
guesswork. 

We  publish  interviews  with  those 
who've  picked  stocks  and  called  mar- 
ket turns  with  a  degree  of  success 
unexplainable  by  coincidence.  And 
many  other  features  with  a  bias 
toward  the  usable  over  the  purely 
theoretical. 

That's  what  sets  Barron's  apart.  In 
a  world  of  publications  devoted  to 


the  vicarious  enjoy  ment  of  wealth, 
Barron's  is  for  those  who  go  out  and 
actively  seek  it. 

You  can  do  the  same  at  a  newsstand 
this  weekend.  Or  subscribe  by  calling* 
1-800-345-8000,  Ext.  187. 


BARRON'S 
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HOW  THE  SMART  MONEY 
GETS  THAT  WAY. 


There  are  two  basic  ways  to  fly  somewhere, 
the  list  price  way  and  the  discounters  way. 


The  friendly  skies 
of  Israel  Werdyger 


By  Matthew  Heller 


T-  ou  want  to  fly  first  class 
New  York  to  London.  This  trip 
is  on  you,  not  the  company. 
Your  local  travel  agent  will  gladly  pro- 
vide a  ticket  from  one  of  the  big  North 
Atlantic  carriers  for  $3,976,  to  take 
British  Airways'  listed  fare. 


Or  you  can  call  Israel  Werdyger. 
Werdyger  is  an  airline  ticket  dis- 
counter, or,  as  he  prefers  to  style  him- 
self, a  "travel  pricing  specialist,  an 
expert  in  rates  and  tariffs."  He  is  one 
of  the  fellows  who  run  the  enticing 
ads  in  the  Wall  Street  Journal — "Fly 
first  class  up  to  70%  off,"  "Un- 
matched first-class  airfares,"  that  sort 


of  thing. 

Werdyger  runs  the  Travel  For  Less 
travel  agency  in  Brooklyn.  He  is  a 
member  of  the  Hasidic  Jewish  com- 
munity there.  His  cramped  office  is 
one  flight  up  a  rickety  staircase  in  a 
nondescript  building  next  to  a  kosher 
luncheonette.  But  you  don't  call  him 
for  hints  on  interior  decoration.  Wer- 
dyger can  get  you  from  New  York  to 
London  and  back  first  class  for  as  lit- 
tle as  $2,858,  depending  on  what  the 
dollar  is  doing. 

First  class  Los  Angeles  to  Paris  and 
return?  The  list  price  is  $4,540.  Wer- 
dyger's  price:  $3,991.  Chicago  to  To- 
kyo? Werdyger  can  get  it  for  you  at 
$2,624,  20%  off  list. 

Around  the  country  discount  air- 
fare brokers  are  sprouting.  They  tend 
to  specialize  in  first-class  tickets. 
Why?  Because  first-class  fares  are  rel- 
atively uncharted  territory  in  the  fare 
wars,  and  because  more  and  more  peo- 
ple are  willing  to  pay  for  prestige — it's 
not  fair  to  your  Rolex  to  fly  coach,  is 
it?  Revenue  passenger  miles  in  the 
first-class  market  grew  9.9%  in  the 
year  ended  October  1985.  (Economy 
RPMs  grew  10.7%.) 


Israel  Werdyger  (at  keyboard)  with  Travel  For  Less  colleague  Martin  Cropper 
Not  a  discounter,  but  a  "travel  pricing  specialist." 
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Efficient.  Effective. 
Every  bit  Swiss. 


Efficient.  Effective.  Expertly  designed  to  do  it  all. 

In  that  same  Swiss  trad  ition,  our  versatile  insurance 
programs  are  well  organized  and  well  planned. 

Expertly  designed  to  protect  every  facet  of  your 
business. 

We  do  it  with  tough-minded  Swiss  professionalism. 
Open-minded  American  ingenuity. 


And  unrivaled  financial  stability. 

Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
enterprise. 

You'll  find  we  speak  plain  English.  But  if  you  listen 
closely,  you'll  hear  our  Swiss  accent  on  efficiency. 


Zurich-American 

American  Creativity  Swiss  Dependability. 


©  1985  Zurich  Insurance  Company 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg.  IL  60196 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


Israel  Werdyger's  secret  is  an  agile 
mind,  access  to  American  Airlines' 
Sabre  computerized  reservation  sys- 
tem, which  lets  him  plug  directly  into 
five  other  airlines'  information,  and 
access  to  TWA's  computerized  sys- 
tem PARS.  Take  that  New  York  to 
London  fare.  Werdyger  taps  his  Sabre 
keyboard.  Flicker,  flicker.  Up  come  a 
dozen  possibilities,  including  one  ma- 
jor European  carrier's  first-class  fare 
costing  $2,966.  (Werdyger  asks  us  not 
to  mention  the  carrier's  name.) 

How's  that?  British  Airways'  listed 
fare  is  $3,976.  Why  the  difference? 
Because  of  something  known  in  the 
trade  as  hidden-city  tariffing.  That 
lower  fare  is  actually  a  ticket  from 
New  York  to  Amsterdam,  via  Lon- 
don. On  arrival  at  London's  Heath- 
row, you  can  deplane,  tear  up  the  Lon- 


Ayarza  provides  customers 
with  New  York  London 
Concorde  tickets  at 
$3,599,  vs.  $5,104  list.  "At 
that  price  I'm  giving  it 
away,"  he  says,  "but  I'm 
building  goodwill.*' 


don  to  Amsterdam  segment  and  save 
$1,010  on  the  round-trip  ticket.  And 
by  buying  the  return  trip  in  Dutch 
guilder,  Werdyger  says  you  can  save 
another  $108,  given  the  guilder's  cur- 
rent value  of  around  40  cents  to  the 
dollar.  Hence  the  $2,858  fare. 

In  the  new  world  of  deregulated 
competition,  airlines  will  offer  cheap- 
er flights  to  less  popular  destinations, 
or  flights  connecting  through  a  hub 
airport.  A  recent  domestic  example:  A 
midweek,  one-way  flight  on  USAir 
from  Dallas-Fort  Worth  to  Detroit  via 
USAir's  Pittsburgh  hub  costs  only 
$119.  Dallas  to  Pittsburgh  alone  on 
USAir  is  $323. 

The  hidden-city  loophole  is  not 
without  its  drawbacks.  You  cannot 
check  your  bags  unless  you  intend  to 
catch  up  with  them  in  the  final  desti- 
nation. But  most  business  people 
travel  light  anyway,  and  there  is  plen- 
ty of  room  under  first-class  seats  for  a 
one-suiter. 

Potentially  more  serious,  the  air- 
line might  want  to  know  why  you're 
checking  in  at  London  rather  than 
Amsterdam  for  the  return  flight.  Bro- 
kers say  that  this,  in  practice,  is  not  a 
problem  because  the  airlines  are  hap- 
py to  have  first-class  business  even 
though  it's  discounted,  and  they  don't 
like  to  hassle  first-class  customers. 

find  it  more  prudent  to  wink. 
An  offsetting  advantage,  aside  from 
price,  is  that  the  hidden-city  ticket  is 


fully  transferable  to  another  airline. 
That  is  not  the  case  with  frequent- 
flier  coupons. 

Most  discounters  deal  in  frequent- 
flier  coupons.  Out  in  Kenilworth,  111., 
William  Watt's  agency,  the  Flyer's 
Edge,  buys  unwanted  coupons  and  re- 
sells them  to  other  travelers.  Sources 
say  the  markups  on  such  merchandise 
are  typically  60%  or  so.  Watt  recently 
had  on  offer  a  round-trip  first-class 
fare  from  New  York  to  Tokyo  on 
United  Airlines  for  just  $1,800,  a  dis- 
count from  United's  listed  fare  of 
about  50%.  "Coupons  are  my  bread 
and  butter,"  reports  Vicente  Ayarza, 
whose  Travel  Deluxe  International  is 
based  in  Manhattan. 

But  coupons  are  too  good  a  thing  to 
last.  American  Airlines  and  TWA  are 
now  thinking  of  making  coupons 
nontransferable.  And  Japan  Air  Lines 
has  started  channeling  its  frequent- 
flier  awards  into  corporate  pools,  in- 
stead of  straight  into  the  employee's 
hands.  The  IRS  wants  to  tax  the  busi- 
ness. Farsighted  brokers  like  Wer- 
dyger and  Ayarza  say  they'll  be  ready 
for  the  demise  of  coupons  with  their 
hidden-city  ploys. 

"When  coupons  are  kaput,"  Ayarza 
says,  "I'll  take  care  of  all  my  clients 
who  have  been  flying  on  them  and 
say,  'I'm  sorry  that's  over,  but  I  can 
still  save  you  money  using  this  other 
method.'  " 

Why  aren't  more  agents  mining  the 
hidden-city  fares?  In  part  because  the 
modern  airline  tariff  system  is  so 
complex.  When  Werdyger  searches 
his  Sabre  system  for  New  York  to  Los 
Angeles  fares,  134  different  fares 
flicker  on  the  screen.  They  recently 
ranged  from  $1,074  to  $1,770  for  a 
full-price  first-class  fare  on  major  do- 
mestic carriers.  To  navigate  this  for- 
est, Werdyger  slipped  into  a  special 
course  on  tariffs  that  Pan  Am  gives  its 
employees.  Few  travel  agents  are  so 
determined. 

Nor  are  many  willing,  at  present,  to 
work  on  the  discounters'  slim  mar- 
gins. But  that  reluctance  may  cost 
them  dearly.  "The  ability  to  buy  tick- 
ets at  a  low  cost  opens  doors  for  us," 
says  Werdyger,  who  claims  his  corpo- 
rate client  list  is  growing  daily. 
Ayarza  says  he  provides  corporate 
customers  he  is  trying  to  court  with 
New  York  to  London  and  back  Con- 
corde tickets  at  $3,599,  vs.  the  list 
price  of  $5,104.  He  can  offer  the  dis- 
count by  combining  clever  ticketing 
with  frequent-flier  awards.  "At  that 
price  I'm  giving  it  away,"  he  says, 
"but  I'm  building  goodwill"  with  cor- 
porate travel  accounts. 

Where  there's  a  margin,  in  short, 
there  is  a  will  to  cut  it.  ■ 
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?p  ahead  with  confidence  in  communications. 


The  companies  of 
Ameritech  are  bridging 
the  way  for  our  cus- 
tomers. We're  helping 
them  reach  successful 
decisions.  Eliminating  their 
confusion  about  all  the  many 
communications  products 
and  services  on  the  market. 

They  can  count  on  us  to 
simplify  matters.  We're  the 
leading  provider  of  com- 
munications products  and 
services  to  one  of  the  most 
information-intensive  regions  in 
the  country.  Our  quality  guide- 
lines are  backed  by  people  with 
the  expertise  and  commitment 
to  maintain  our  hundred-year 
heritage  of  outstanding  service. 
At  Ameritech  we  select,  adapt 
and  implement  the  best  and  most 
thoroughly  proven  state-of-the-art 
technology  available  in  the  world. 
We're  not  limited  to  one  lab,  one 
technology  or  one  supplier. 

So  our  recommendations  can  be 
objective.  And  you  can  be  confident 
we're  meeting  all  your  needs  in  the 
very  best  possible  ways. 

We're  the  Bell  companies  of  Illinois, 
Indiana,  Michigan,  Ohio  and  Wisconsin. 
We  also  serve  you  through  leading  com- 
panies in:  Cellular  mobile  phone  service. 
Voice  and  data  products  and  systems. 
Lease  financing.  Yellow  Pages  directory 
publishing.  And  technology  development. 

The  companies  of  Ameritech  are  helping 
put  an  end  to  confusion.  Our  customers  can 
depend  on  our  support  right  down  the  line. 

Let  us  help  you,  too.  Contact  any  of  our 
companies  directly  or  phone  us: 
1  800  562-2444. 


JvmERiTECn 


AMERICAN  INFORMATION  TECHNOLOGIES 

Helping  you  communicate,. 


ici  1966  Ameritech 


Taxing  Matters 


Edited  by  Geoffrey  Smith 


Take  a  good  look  at  the  House  tax  bill  The 
taxmen  have  loaded  it  up  with  "reforms' 
to  frustrate  the  courts. 

You  can't  fight 
City  Hall 


By  Laura  Saunders 


r 


Question:  What  do  commod- 
ities tax  straddles  and  home 
offices  have  in  common?  An- 
swer: In  both  cases,  taxpayers  went  to 
court  and  proved  that  the  IRS  had 
stepped  out  of  line.  In  both  cases,  the 
taxmen  ran  to  Congress  to  get  the  law 
changed. 

With  all  the  talk  of  tax  reform,  a  lot 
of  people  don't  realize  how  willing 
Congress  is  to  accom- 
modate the  IRS  and  the 
Treasury.  Take  the 
House  tax  reform  bill 
currently  before  the 
Senate.  Somehow, 
changes  have  been  bur- 
ied in  the  1,379-page 
bill  to  counter  adverse 
court  rulings. 

Tax  straddles  are  an 
example.  In  one  vari- 
ant, the  buyer  uses 
complicated  commodities  futures 
trades  to  create  artificial  tax  losses. 
The  House  tax  bill  says  a  straddle  is  a 
tax  liability  if  an  ordinary  taxpayer 
completed  the  transaction  before 
1981,  when  Congress  first  passed  leg- 
islation to  close  this  loophole.  Most 
people  don't  realize  this  "reform"  re- 
verses a  Tax  Court  decision  of  last 
year,  Miller  v.  Commissioner. 

The  issue  of  tax  straddle  retroactivi- 
ty has  been  around  for  a  while,  and  it 
has  upset  commodities  dealers  in  Chi- 
cago, home  territory  for  House  Ways  &. 
Means  Chairman  Dan  Rostenkowski. 
So  a  deal  was  struck  in  the  1984  tax 
law:  Congress  included  an  amnesty  on 
all  pre- 1981  deals  by  professional  trad- 
ers to  let  them  off  the  hook.  Then,  last 


Chas  B  Slaiknian 


year,  the  Tax  Court  declared  in  the 
Miller  case  that  the  amnesty  applied  to 
ordinary  folks  as  well.  The  taxmen 
didn't  like  that  at  all. 

In  the  old  days,  the  IRS  might  have 
appealed  the  decision  in  the  courts 
and  awaited  the  outcome.  But  why 
depend  on  that  when  you  can  simply 
ask  Congress  to  "reform"  the  court's 
ruling  out  of  existence?  That's  exactly 
what  the  taxmen  did. 

Then  there  was  Ira  Feldman,  a 
Phoenix  CPA  who 
worked  at  home.  His 
employer  agreed  to  pay 
him  rent  for  his  home 
office.  In  January  1985 
the  Tax  Court  allowed 
Feldman's  home-office 
deductions. 

A  dangerous  prece- 
dent, thought  the  tax- 
men.  Waiting  for  the 
appeals  process  to  deal 
with  it  would  mean 
millions  in  lost  revenues.  So  the 
House  tax  bill  simply  invalidates  the 
Feldman  decision.  The  reason  for  this 
significant  modification?  If  the  law 
were  allowed  to  stand  as  originally 
written,  says  the  committee  report, 
"the  [House  Ways  &  Means]  Commit- 
tee believes  it  would  fail  to  achieve  its 
intended  purpose." 

These  end  runs  around  the  courts 
really  picked  up  steam  in  1981,  when 
Congress  passed  an  amendment  ex- 
empting the  IRS  from  the  Freedom  of 
Information  Act.  Why?  Because  the 
Service  had  lost  12  FOI  court  cases 
and  was  in  danger  of  being  forced  to 
reveal  how  it  decided  whom  to  audit. 

Since  then  the  taxmen  have  per- 
suaded Congress  to  reverse  a  host  of 


other  decisions,  especially  in  the  Tax 
Acts  of  1982  and  1984.  With  another 
tax  bill  already  in  the  works,  there  is 
ample  reason  to  expect  more  of  the 
same.  Besides,  last  summer  a  court 
reminded  the  Service  that  it  is  liable 
for  taxpayers'  legal  costs  if  it  engaged 
in  forum  shopping — that  is,  taking 
similar  cases  to  several  courts  until  it 
gets  a  favorable  decision. 

Far  from  being  ashamed  of  their 
zeal,  the  taxmen  and  their  congressio- 
nal allies  are  proud  of  it.  "They  pat 
themselves  on  the  back  for  doing  an 
absolutely  marvelous  job  of  prevent- 
ing potential  abuses,"  says  Gerald 
Portnoy,  a  former  IRS  official  now  at 
Peat  Marwick. 

What  they  seem  to  have  overlooked 
is  that  they're  losing  respect  from  the 
public.  Says  Leon  Nad,  a  partner  at 
Price  Waterhouse:  "They  tell  people, 
'Here  are  the  rules,  now  follow  them,' 
but  when  the  taxpayer  wins  a  case, 
they  say,  'Let's  end  that  one.'  I  don't 
see  how  people  can  respect  the  system 
when  that  happens." 


Get  it  in  writing 

An  art  collector  discovered  to  his 
■  chagrin  that  two  of  his  paintings 
were  not  done  by  the  artists  he 
thought.  So  he  sold  them  for  a  pit- 
tance and  deducted  the  rest  of  the 
purchase  price  from  his  taxes  as  a 
theft  loss. 

Not  so  fast,  said  the  IRS,  which 
disallowed  a  $28,000  deduction  for 
one  of  the  fakes — an  unsigned  paint- 
ing attributed  to  French  master  Nico- 
las Poussin.  The  court  agreed  with  the 
IRS,  but  it  did  allow  a  $4,600  deduc- 
tion for  another  fake,  attributed  to 
and  "signed"  by  American  painter 
William  Merritt  Chase. 

Why  allow  one  and  not  the  other? 
The  presence  of  the  "signature" 
proved  the  Chase  copy  was  really  a 
forgery,  explained  the  court,  and  thus 
eligible  for  the  deduction.  The  other 
painting,  because  it  was  unsigned, 
was  simply  a  case  of  misattribution 
by  the  seller. 

Moral:  If  you  buy  a  fake,  make  sure 
it's  signed. — L.S. 


Double  deduction 

Every  homeowner's  nightmare  is 
that  some  day  he  may  shell  out  for 
a  new  house  and  then  find  he's  having 
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GMC  Truck  Presents 

The  Great  Rate 


Available  through  March  28  on  new 
GMC  Astros,  Brigadiers,  Generals, 
Top  Kicks  and  Conventional  Series 
Mediums,  plus  new  1985  GMC 
W-7  Forwards. 


It's  never  been  easier  to  buy  a 
hardworking  GMC  truck.  Now 
special  9.9%  financing  is  available  on  some  of 
the  hardest  working  trucks  around.  We're  talk- 
ing about  new  Customer  Proven  GMC  Astros, 
Brigadiers  and  Generals.  New 
Top  Kicks  and  Conventional 


9.9°/« 


0 


annual  percentage  rate  financing 


GM 


Mil 


Series  medium-duties.  And 
new  1985  W-7  Forwards. 
GMCTruck  has  the  right  work 
truck  for  your  work.  And  the  right 
financing  to  make  it  even  more 
attractive.  See  your  participating 
GMC  Truck  dealer  now.  And  get 
a  truck  and  a  finance  rate  you  can  truly  work  with. 

*  You  must  take  delivery  from  dealers' stock  or 
place  order  on  or  before  March  28, 1986.  See  your  par- 
ticipating GMC  Truck  dealer  for  qualification 
details.  Dealer  financial  participation  may 
affect  consumercost. 


"ABSOLUTE  AUCTION1 


(Huydyn  Rinul  & 
Shea  Boulevard) 


This  is  your  only  opportunity  to  buy  townhomes  of  this  quality  at  absolute 
auction.  Formerly  offered  from  $280,000  -  $329,000,  all  17  of  these  luxurious 
limited  edition  properties  will  be  sold  to  the  highest  bidder  on  March  20,  1986 
at  the  Scottsdale  Country  Club.  There  will  be  no  minimum 
bids.  These  elegant  townhomes  are  being  sold  to  promote  the 
opening  of  the  newly  re-designed  27  hole  Arnold  Palmer  golf 
course.  Call  Larry  Latham  Auctioneers  at  1-800-552-8426  for 
auction  and  open  house  information  and  conditions  for  bidding. 

Exclusive  Arizona  Living  at  "L'Elysee" 

Experience  uncompromisingly  gracious  living  in  L'Elysee  townhomes  at  Scottsdale 
Country  Club.  Feel  the  ambience  of  a  French  country  manor  in  five  superbly 
planned  models  and  ten  elevations,  each  with  an  unobstructed  view  of  the  Valley's 
enchanting  mountains,  and  fronting  on  the  27  hole  Arnold  Palmer  golf  course. 
LARRY  LATHAM  Century  Plaza  Building 

AUCTIONEERS 


NT  Huddle.  Broker 


3225  N.  Central  Ave.  •  Suite  1616 
Phoenix,  AZ  85012  1-800-552-8426 


"Subject  To  Conditions  And  Availability 


ppivate  villas 
and  coupt  cIub 

444  Avenida  Caballeros.  Palm  Springs,  Ca  92262 


Call  for  Reservations  (619)  323-1 773 
Outside  California  (800)  854-1298 


THE  TRAVEL 
CRITICS'  CHOICE 


LOS  ANGELES  TIMES  — 

Jerry  Hulse,  Times  Travel 
Editor 

"It  is  impossible  to  fault 
the  pleasures  of  this  spe- 
cial resort  operated  by 
host  Ken  Irwin,  and  so 
once  again  we  give  La 
Mancha  our  highest 
rating:  Five  Stars." 

THE  WASHINGTON 
POST  — 

James  T.  Yenckel 
"In  the  midst  of  wealth,  it 
is  tempting  to  taste  a  bit  of 
luxury  yourself. ..the 
height  of  luxury  may  be 
the  Mediterranean-style 
villas  of  La  Mancha." 

THE  NEW  YORK  TIMES  — 

Lynn  Rosellini 

"...Fantasies  in  Palm 
Springs."  "If  yours  is  to 
live  like  royalty,  stay  at  La 
Mancha." 


Taxing  Matters 


trouble  selling  the  old  one.  But  now 
there's  hope,  thanks  to  a  recent  Tax 
Court  victory  over  the  IRS  by  Califor- 
nia's Stephen  and  Valerie  Bolaris. 

Back  in  the  late  1970s  the  Bolarises 
moved  into  a  new  house.  When  they 
were  unable  to  sell  their  old  one,  they 
rented  it  at  fair  market  value.  They 
deducted  expenses  and  depreciation 
on  the  old  house,  even  though  carry- 
ing costs  exceeded  their  rental  in- 
come. Finally,  they  managed  to  sell 
the  house.  But  they  didn't  pay  any 
capital  gains  taxes  on  it,  relying  on 
the  rollover  that  protects  homeown- 
ers who  sell  their  principal  home  and 
move  into  another  within  24  months. 

This  made  the  JRS  cross:  In  effect, 
the  Bolarises  got  benefits  for  the  same 
house  as  both  a  home  and  a  business 
property.  But  the  Ninth  Circuit 
Court  of  Appeals  allowed  the  tactic. 
It  reasoned  that,  after  all,  the  house 
met  the  qualifications  in  the  law  for 
both  provisions. 

If  you  plan  to  try  the  Bolaris  gambit, 
however,  remember  that  the  taxmen 
are  likely  to  challenge  it,  even  though 
the  court  is  on  your  side.— L.S. 


Subsidizing  TV  shows 

W'ould  you  believe  that  a  televi- 
sion game  show,  To  Tell  the  Truth, 
qualifies  for  the  investment  tax  cred- 
it? An  appeals  court  recently  upheld  a 
lower  court  ruling  in  favor  of  the 
show's  producers,  Goodson-Todman 
Enterprises,  that  each  segment  of  the 
show  had  "enduring  appeal"  and 
therefore  qualified  for  the  tax  credit. 

Goodson-Todman  had  survived 
several  determined  assaults  by  the 
IRS  before  the  court  decided  that  syn- 
dicated To  Tell  the  Truth  segments 
made  in  the  1970s  were  not  merely 
"topical  or  transitory"  in  nature  be- 
cause they  could  be  broadcast  years 
later  and  still  attract  an  audience. 

The  court  victory  means  Goodson- 
Todman  gets  over  $500,000  in  tax  re- 
funds plus  interest.  Presumably,  the 
decision  will  apply  to  its  other  shows 
like  Family  Feud  and  The  Price  is  Right. 

Meanwhile,  another  court  has  over- 
turned an  IRS  ruling  and  allowed  the 
ITC  for  a  Bill  Cosby  variety  show  (not 
Cosby's  current  sitcom  hit  on  NBC, 
but  a  show  that  ran  on  CBS  in  the 
early  1970s).  With  decisions  like 
these,  it's  no  wonder  that  Congress  is 
thinking  of  dumping  the  ITC,  as  the 
House  tax  bill  provides — L.S. 
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AN  AMERICAN 
COMMUNICATIONS 
SATELLITE 
FOR  JAPAN  IS  A 
BREAKTHROUGH. 
WE  MADE  IT 
HAPPEN. 


In  1987,  the  first  of  two  Hughes-built  satellites  will 
be  launched  into  geosynchronous  orbit,  supplying  the 
islands  of  Japan  with  a  high-quality,  low-cost  domes- 
tic satellite  system.  For  the  first  time,  64  high-powered 
satellite  transponders  will  be  available  for  the 
Japanese  video  and  telecommunications  industry. 
Hughes  Communications  is  providing  technical 
and  marketing  know-how  to  help  Japan  build  a 
commercial  satellite  communications  industry 

virtually  from  scratch. 


To  accomplish  this,  Hughes  has  entered 
into  a  landmark  commercial  agreement, 
a  unique  partnership  called  the  Japan 
Communications  Satellite  Company.  The 
partnership  is  a  joint  venture  of  Hughes 
Communications  and  two  highly  respected 
Japanese  firms-C.  Itoh  and  Mitsui- 
and  it  represents  a  breakthrough  in 
trade  relations  as  well  as  in  communications. 

For  the  first  time  ever,  the  Japanese  tele- 
communications business  has  been  opened 
to  outside  participation  in  ownership,  a 
sharp  reversal  in  Japanese  government 
policy.  What's  more,  Japan  is  actually 
importing  American  equipment,  as 
well  as  utilizing  American  experience 
in  developing  new  telecommunications 
markets  which  have  not  previously 
existed  in  Japan. 


Hughes  Communications'  operations  in 
Japan  are  proving  successful  because  of 
our  ability  to  provide  both  state-of-the-art 
technology  and  the  imagination  necessary 
to  make  that  technology  a  reality.  That  kind 
of  ability  is  why  customers  as  diverse  as  the 
U.S.  Navy,  IBM,  and  MCI  come  to  us  for 
their  satellite  communications. 

Innovation,  reliability,  proven  expertise. 

Hughes  Communications.  People 
with  extraordinary  requirements  come 
to  us  for  extraordinary  solutions. 

WE  MAKE  IDEAS  HAPPEN. 

HUGHES 

COMMUNICATIONS 


HUGHES 


AIRCRAFT  COMPANY 


HUGHES  COMMUNICATIONS,  INC. 

a  subsidiary 


For  lurther  mlo'manon  umie  PO  Bo*  92424,  Los  Angeles,  CA  90009  ©  1985  Hughes  Communications 


On  the  Docket 


A  lady  falls  asleep  on  her  couch  while 
smoking,  and  starts  a  fire.  What  does  she 
do?  Sues  the  folks  who  made  the  couch  and 
the  folks  who  made  the  cigarettes. 

Somebody's 
gotta  pay! 


By  Richard  Greene 


When  a  Massachusetts 
woman,  Carole  MacDonald, 
suffered  a  stroke  after  using 
birth  control  pills  for  about  three 
years,  she  sued  the  manufacturer,  Or- 
tho  Pharmaceutical  Corp.,  a  subsid- 
iary of  Johnson  &  Johnson.  Yes,  the 
company  had  warned  her  about  fatal 


blood  clotting,  MacDonald's  lawyers 
said,  but  hadn't  said  anything  about 
strokes. 

The  warning  on  the  birth  control 
pill  package  read  as  follows:  "Oral 
contraceptives  are  powerful  and  effec- 
tive drugs  which  can  cause  side  ef- 
fects in  some  users  and  should  not  be 
used  at  all  by  some  women.  The  most 
serious  known  side  effect  is  abnormal 


blood  clotting,  which  can  be  fatal." 

Common  sense  says  that  J&J  had 
done  its  duty  and  that  the  lawyer  was 
using  a  specious  argument.  But  com- 
mon sense,  it  seems,  no  longer  always 
prevails  in  our  so-called  courts  of  jus- 
tice. Strokes  can  be  caused,  of  course, 
by  blood  clotting.  Ortho  argued  that 
its  warnings  were  sufficient,  but  the 
judge,  Ruth  Abrams,  disagreed.  She 
opted  to  leave  the  matter  up  to  a  jury. 
Needless  to  say,  the  jury  decided  to 
enrich  the  plaintiff  at  the  expense  of 
big  business  and  awarded  her  $1.75 
million. 

As  Ortho  discovered,  writing  a 
warning  that  will  keep  you  out  of 
court  has  become  nearly  impossible. 
Says  Jay  Mayesh,  an  attorney  with 
Stroock,  Stroock  &  Lavan:  "More 
courts  than  not  have  taken  the  posi- 
tion that  the  adequacy  of  a  warning  is 
a  question  for  the  jury  and  not  the 
judge." 

The  inevitable  result:  Product  li- 
ability insurance  rates  have  gone  up 
by  as  much  as  500%  over  the  last  two 
years — for  companies  that  can  still 
get  coverage.  Even  winning  a  case  can 
be  debilitatingly  expensive,  as 
lawyers'  fees  run  over  $100  an  hour. 


WE  HAVE  IT  ALL  NO  h 
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And,  if  you  lose,  product  liability 
judgments  easily  run  into  the  hun- 
dreds of  thousands,  and  sometimes 
millions,  of  dollars.  Then  there  are 
punitive  damages  that  are  general- 
ly not  covered  by  insurance.  Small 
wonder  most  suits  are  settled  out 
of  court. 

With  potential  costs  like  these, 
it's  no  surprise  the  tobacco  compa- 
nies are  holding  up  their  side-of- 
the-package  warnings  the  way  St. 
George  held  his  shield  to  the  drag- 
on. So  far  the  courts  have  bought 
their  argument  that  cigarette 
smokers  have  been  sufficiently 
cautioned. 

But  even  firms  turning  out  the 
most  mundane,  incontestably  safe 
goods  are  getting  sued.  The  volume 
of  product  liability  suits  is  "phe- 
nomenal," says  Martin  D.  Beirne 
of  Gilpin,  Maynard  in  Houston. 

There  was  the  Massachusetts 
couple  that  sued  a  toothpick  com- 
pany because  their  daughter  in- 
jured herself  when  she  fell  off  a 
jungle  gym  while  chewing  on  a  cin- 
namon-flavored toothpick.  The 
judge  threw  out  the  case.  And  consid- 
er the  dozens  of  people  who  make 
quick  settlements  with  the  airlines 
each  year  when  they  get  hurt  because 
they  disregard  the  "Fasten  Your  Seat- 
belt"  sign.  Or  the  Oklahoma  woman 


who  fell  asleep  while  smoking,  set  her 
couch  on  fire  and  then  sued  both  the 
cigarette  company  and  the  firm  that 
made  the  couch.  She  lost. 

If  you  were  a  peanut  butter  manu- 
facturer, would  you  have  anticipated 


a  suit  when  a  16-month-old  child 
choked  on  a  peanut  butter  sand- 
wich and  suffered  brain  damage? 
The  plaintiff  claimed  there  should 
have  been  a  notice  on  the  peanut 
butter  jar  warning  that  peanut  but- 
ter could  be  dangerous  for  children 
under  4.  The  case  was  settled  on 
the  eve  of  trial. 

Reasonable?  After  all,  children 
do  choke  on  peanut  butter.  Then, 
consider  the  case  in  which  a  6- 
year-old  was  injured  while  riding 
with  a  friend  on  a  one-passenger 
toy  motorcycle.  There  were  warn- 
ings on  the  motorcycle  and  in  the 
owner's  manual  against  more  than 
one  passenger.  But  the  court  said 
that  you  can't  expect  children  to 
pay  attention  to  written  warnings. 
What's  a  company  to  do? 

Isn't  it  in  some  way  the  responsi- 
bility of  parents  to  make  sure  their 
children  don't  choke  on  peanut 
butter?  Or  of  adults  taking  medica- 
tion to  make  sure  they  really  un- 
derstand the  warnings  on  the  pack- 
age— that  strokes  are  often  caused 
by  blood  clots?  As  Nancy  Buc,  a 
lawyer  and  former  general  counsel  of 
the  FDA,  says,  "One  of  the  thrusts  in 
modern  law  is  that  people  .  .  .  can't  be 
held   responsible   for  themselves." 
That's  not  good  for  society,  she  says. 
Indeed,  is  that  what  society  wants?  ■ 


D  TO  LOOK  FURTHER. 


Innovation  is  nothing  new  to  Adler-Royal.  For  over  80  years  we  have 
enjoyed  the  reputation  for  building  the  world's  finest  typewriters. 

The  same  superb  craftsmanship,  quality  control  and  automated 
functions  that  have  made  industry  leaders  of  our  innovative  Adler  and 
Royal  electronic  typewriters,  which  are  interfaceable  to  our  Textriter 
word  processors,  are  also  important  elements  of  our  other  office 
machines. 

For  example,  we  have  a  complete  line  of  dependable,  full-fea- 
tured copiers.  And  a  wide  selection  of  multi-function  calculators  and 
cash  registers  for  every  need. 

But  the  best  feature  is  the  one  built  into  every  Adler  and  Royal 
office  product.  Reliability.  The  quality  is  free. 

Satisfy  all  your  office  machine  needs  with  just  one  phone  call. 
Check  the  Yellow  Pages  for  your  authorized  Adler  or  Royal  office 
machine  dealer.  Or  call  toll-free  1-800-228-2028,  ext.  39  (Adler); 
ext.  47  (Royal).  In  Nebraska,  1-800-642-8300. 

Adler-Royal  Business  Machines,  Inc.,  1600  Route  22, 
Union,  NJ  07083       ^DLER  ROVAL 
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Numbers  Game 


The  regulators  try  to  measure  bank  risk. 
But  can  the  numbers  tell  the  story? 


Risky  business 


By  Catherine  Tang 


One  dollar  is  as  good  as  an- 
other dollar,  but  one  loan  is 
not  necessarily  as  good  as  an- 
other loan.  Anyone  who  has  ever  lent 
money  knows  this:  A  million  dollars' 
worth  of  Zairean  paper  is  clearly 
worth  less  than  a  similar  amount  of, 
say,  Australian  paper.  Yet  bank  regu- 
lations have  never  recognized  the  dis- 
tinction. In  the  midst  of  what  may  be 
the  worst  lending  crisis  since  the 
1930s,  they  are  about  to  do  so. 

Federal  regulators  are  now  trying  to 
work  out  formulas  to  gear  a  bank's 
capital  requirements  and  insurance 
premiums  to  the  amount 
of  risk  in  its  operations.  In 
January  the  Federal  Re- 
serve Board  suggested  that 
the  blanket  6%  capital-to- 
assets  reserve  ratio  re- 
quirement   be  supple- 
mented   with    a  plan 
matching  capital  reserves 
to  the  riskiness  of  assets. 

The  problem,  of  course, 
is  how  to  measure  risk. 
The  Fed  thinks  assets 
should  be  categorized  ac- 
cording to  a  graduated 
scale.  Money  market  risk, 
for  example,  would  rank 
30%.  "Moderate  risk"  as- 
sets like  state  and  munici- 
pal securities  would  be 
60%;  and  commercial  and 
industrial  loans,  lease  fi- 
nancing receivables  and 
loans  secured  by  real  es- 
tate, 100%. 
The  Federal  Deposit  In- 


surance  Corp.  has  a  different  proposal. 
Currently  the  FDIC  charges  all  banks 
a  flat  rate  of  one-twelfth  of  1%  of 
deposits  for  deposit  insurance.  In  a 
report  issued  last  September,  the 
FDIC  suggested  premiums  be  based 
on  a  dual  measure.  One  element 
would  be  the  existing  Camel  (capital, 
assets,  management,  earnings,  liquid- 
ity) ratings,  representing  assessments 
by  examiners  from  the  three  regula- 
tory agencies— the  Fed,  the  FDIC  and 
the  Comptroller  of  the  Currency.  Bal- 
ancing that  subjective  test  would  be  a 
statistical  test  weighing  six  variables 
as  a  percentage  of  assets:  primary  cap- 
ital, loans  past  90  days  due,  nonaccru- 


ing  loans,  renegotiated  debt,  net 
chargeoffs  and  net  income. 

Unfortunately,  the  Fed  and  the 
Comptroller  are  not  allowed  to  dis- 
close their  Camel  ratings.  So  the 
FDIC  is  considering  going  ahead  with 
only  the  mathematical  formula.  But 
any  true  assessment  of  bank  risk  re- 
quires an  element  of  personal  judg- 
ment. "Besides  scoring  the  numbers, 
you  need  to  score  management  strate- 
gies," says  Donald  Noe,  assistant  di- 
rector at  Moody's. 

Different  bank  management  philos- 
ophies can  put  a  very  different  inter- 
pretation on  the  same  numbers.  A  2% 
nonperforming  loans-to-assets  ratio 
in  a  conservatively  run  bank  doesn't 
mean  what  it  means  in  a  recklessly 
run  one.  Continental  Illinois'  nonper- 
forming loans  ratio  was  already  6.7% 
of  total  assets  before  its  failure  in 
1984,  and  the  bank  was  understating 
its  problem  assets. 

The  regulators  aren't  the  only  ones 
with  suggestions.  The  American 
Bankers  Association  and  many  ana- 
lysts have  suggested  adding  more  fi- 
nancial ratios  to  risk  tests.  "Problems 
in  banks  have  to  do  with  a  variety  of 
risks,"  says  analyst  Robert  Albertson 
of  Smith  Barney.  "It  could  be  liquidity 
risk,  interest  rate  risk  or  underlying 
credit  risk — where  you  have  to  know 
specifics  about  credit  itself." 

No  matter  what  ratios  are  used, 
however,  they  all  have  one  major 
drawback:  They  encourage  manipula- 
tion of  accounting.  "By  putting  a  price 
on  different  financial  ra- 
tios, there  will  be  a  greater 
incentive  to  fudge  the 
books,"  says  James  Mari- 
no, assistant  director  of 
research  at  the  FDIC.  Da- 
vid Cates  of  Cates  Con- 
sulting Analysts  agrees: 
"If  the  methodology  is 
overly  simple,"  he  says, 
"the  cynical  bank  will 
simply  adapt  its  strategies 
so  that  its  riskiness  is  not 
picked  up."  A  case  in 
point  is  the  Fed's  current 
capital  requirements  that 
have  encouraged  banks  to 
invest  heavily  in  off-bal- 
ance-sheet assets. 

Ultimately,  any  of  the 
proposals  would  highlight 
risk,  thereby  increasing 
the  chances  of  triggering 
bank  failures.  But  that  may 
well  be  exactly  the  disci- 
pline the  industry  needs.  ■ 

Chas  B  Slackman 
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Planning. 

Doing  things  today  to  make  us 
better  tomorrow.  Because  the 
future  belongs  to  those  who 
make  the  hard  decisions 
today— to  Eaton. 


Growing  into  the  future. 

Automotive  •  Electronics 
Defense  •  Capital  Goods 


TRIP 
RESET 


One  of  the  many 
examples  of  Ford's 
attention  to  detail  is 
the  cargo  restrain- 
ing net  on  the  LX.  It 
helps  keep  grocery 
bags  from  tipping  over 
and  loose  packages  from 
sliding  around. 


THE  NEW  I 
115  PERFORM) 

TO  WHAT'S  I 


Even  the  smallest  details 
have  been  carefully 
thought  out.  For 
example,  the 
shape  of  this 
light  switch 
and  its  posi- 
tion on  the 
instrument 
panel  make 
the  simple- 
task  of 
turning  on 
the  lights  as 
easy  as  possible. 


The  mark  of  a  well-designed 
automobile  is  total  performance. 

In  the  case  of  Taurus,  that  meai 
a  powerful  3-liter,  V-6  engine.  Plui 
dozens  of  other  features  that  not  < 
respond  to  the  needs  of  the  drive 
but  to  those  of  the  passengers  as  \ 

As  a  result,  Taurus  performs 
beautifully. 


The  trip  computer  is  part 
of  the  optional  electronic 
instrument  cluster.  It 
provides  valuable  travel 
information  such  as 
rare  of  tiiel  consump- 
tion and  the  distance 
you  can  travel  until 
emptv.  3$ 


The  optional  electronic  instrument 
panel  is  designed  to  be  "user  friendly!' 
All  instruments  are  easy  to  read  and  all  controls 
are  placed  where  your  hands  can  easily  find  them. 


)TAURUS. 
!  ISN'T  LIMITED 
:R  THE  HOOD,  r 




ight  down  to  the  smallest  detail. 

The  best-built  American  cars. 

t  Ford,  Quality  is  Job  1.  A 1985 
rey  established  triat  Ford  makes 
best-built  American  cars.  This  is 
td  on  an  average  number  of 
Mems  reported  by  owners  in  a 
nonth  period  on  1981-1984 
iels  designed  and  built  in  the  U.S. 


1 


The  secondary  sun  visor  helps  eliminate  glare  from 
the  front  and  side  simultaneously,  so  you  don't  have 
*■<>.-"        the  inconvenience  of  constantly  swinging 
the  visor  back  and  forth.  It's  not 
available  on  the  L  model. 


Have  you  driven  a  Ford... lately? 


Buckle  up-Together  we  can  save  lives. 


THERE'S  ONLYONE  WAY  TO  SEE  PARIS. 

YOURWAY 


Air  France  and  Flexi-Plan 
let  you  experience  Paris 
from  any  angle. 

The  Paris  of  history.  Of 
romance.  Of  elegance.  Of 
haute  couture.  Of  cuisine. 

We  know  Paris  best— and 
we  have  the  perfect  way  for 
you  to  have  your  Paris. 

it  all  begins  with  the  com- 
fort, cuisine  and  classic  ser- 
vice of  Air  France  Le  Club, 
Premiere  or  Concorde. 

Then,  Flexi-Plan  lets  you 
design  your  own  tour,  accord- 
ing to  your  particular  interests, 
budget  and  time. 

And  you  can  choose  from 
the  great  hotels  at  special 
rates,  rent  or  lease  a  luxury 
car,  enjoy  shopping  and 
entertainment  discounts. 
We'll  even  include  continen- 
tal breakfast  every  day,  and  a 
Seine  River  cruise  of  our  Paris. 

To  create  your  own  tour  of 
the  Paris  of  your  dreams— at 
a  surprisingly  down-to-earth 
price— just  call  your  Travel 
Specialist  or  Air  France. 

FOR  A  FREE  VIDEO  CASSETTE 
PREVIEW  OF  OUR  PARIS, 
CALL  1-800- AF- PARIS.  IN  NEW 
YORK  CITY,  212-247-0100. 


<■ 


AIR  FRANCE  f/// 

LET  US  SHOW  YOU  OUR  FRANCE 


Abraham  Lincoln  gave  P.H.  Glatfelter  its 
first  big  order.  The  remarkable  company 
has  never  looked  back. 

Six  score  and 
two  years  ago 


By  Christopher  Power 


Photos  by  Ted  Vaughai 


ui 


The  PH.  Glatfelter  mill  in  Spring  Grove,  Pa. 

"We  like  to  see  the  big  boys  get  bigger,"  says  Glatfelter. 


Unless  you  are  (a)  in  the  paper  busi- 
ness, (b)  an  uncommonly  shrewd  in- 
vestor or  (c)  a  Pennsylvania  history 
buff,  you  have  probably  never  heard  of 
Spring  Grove,  Pa.  (pop.  1,800)  or  P.H. 
Glatfelter  Co.,  the  remarkable  paper- 
making  company  that  is  headquar- 
tered there.  The  company  got  going 
early  in  1864,  only  a  few  months  after 
Abraham  Lincoln  addressed  the 
crowd  in  nearby  Gettysburg.  It  was 
started  by  one  Philip  Henry  Glat- 
felter, whose  great-grandfather  had 
settled  in  Pennsylvania  in  1743  after 
leaving  his  Swiss  village  of  Glattfel- 
den.  Its  first  big  order  was  handbill 
paper  for  Lincoln's  1864  campaign 
against  General  McClellan. 

This  is  an  industrial  artifact,  all 
right,  but  one  that  still  bursts  with 
commercial  vitality.  Last  year  P.H. 
Glatfelter  sold  $277  million  worth  of 
its  publishing  and  specialty  papers 
and  netted  $40  million.  Average  re- 
turn on  equity  over  five  years:  14.4%, 
remarkable  for  a  company  with  no 
long-term  debt. 

Ruane,  Cunniff  &  Co.'s  Richard 
Cunniff,  who  helps  manage  the  Se- 
quoia Fund,  knows  about  Glatfelter 
and  has  spent  almost  9  years  accumu- 
lating 16%  of  the  12.7  million  shares 
outstanding.  Another  3.5%  is  owned 
by  Shufro,  Rose  &  Erman,  the  money 
management  firm  whose  owners 
made  a  killing  on  its  1%  of  Union 
Carbide.  The  Glatfelter  family  owns 
33%,  a  stake  currently  worth  $172 
million. 

How  does  a  company  in  a  capital- 
intensive  business  survive  a  civil  war, 
two  world  wars,  several  depressions 
and  financial  crises,  competition  from 
capital  heavies  like  International  Pa- 
per Co.,  and  estate  taxes?  And  not  just 
survive  but  thrive? 

Good  luck,  good  management,  fru- 
gality, honest  dealing — all  the  shibbo- 
leths apply.  But  what  adds  meaning  to 
the  shibboleths  is  a  remarkable  fam- 
ily whose  members  have  retained  an 
owner-operator  mentality  and  have 
never  allowed  their  attention  to  drift 
far  from  Spring  Grove  and  the  busi- 
ness at  hand. 

"We  like  to  see  the  big  boys  get 
bigger,  because  the  bigger  they  get, 
the  softer  they  get,"  smiles  current 
Chairman  Philip  Henry  Glatfelter  III, 
69,  when  we  ask  if  he  isn't  daunted  by 
all  the  giant  companies  that  try  to 
compete  with  him.  "If  you're  too 
soft,"  he  adds,  "you  take  too  long  to 
move." 

Young  Phil,  as  he's  called  by  folks 
in  Spring  Grove,  is  the  founding  Glat- 
felter's  great-grandson.  (The  name 
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skipped  a  generation  when  the 
founder  named  his  son  William  Lin- 
coln, presumably  in  honor  of  the 
handbill  order.)  He  went  to  a  local 
prep  school,  thence  to  Brown,  and 
thence,  in  1938,  to  work  at  the  mill. 
In  a  corner  office?  Hardly.  His  father 
started  him  out  checking  the  mill's 
sewage  system. 

Phil  Glatfelter  likes  to  tell  the  story 
of  how  his  great-grandfather  got  the 
straw  for  making  paper  from  local 
farmers.  The  farmers  would  dump 
their  straw  in  a  boxcar  Glatfelter 
hauled  along  the  rail  lines.  "Then," 
explains  his  great-grandson,  "he'd 
convert  the  straw  into  paper,  load  it 
up  into  the  same  boxcar  and  then  go 
out  and  peddle  it  along  the  way." 
Glatfelter  laughs.  "They  got  two-way 
use  of  the  car.  That's  better  than  what 
we  get  today." 

The  point  of  the  story  is  that  cur- 
rent Glatfelters  still  watch  the  nick- 
els and  dimes.  They  think  of  corpo- 
rate money  spent  as  their  own  money, 
not  some  abstract  shareholder's  mon- 
ey. You  won't  find  any  stretch  limos, 
helicopters  or  other  ego-stroking 
perks  in  Spring  Grove.  The  old  Glat- 
felter mansion  is  now  a  Catholic  boys' 
school.  Brother  George  Glatfelter, 
vice  president  in  charge  of  manufac- 
turing, is  paid  $178,000  a  year;  Chair- 
man Philip  Glatfelter,  practically 
nothing. 

The  business  is  something  else. 
Even  in  the  middle  of  the  Depression, 
P.H.  Glatfelter  II  modernized  his 
mill.  Over  the  past  five  years  his  son 
has  spent  $97  million,  more  than 
l'/i  times  depreciation,  on  capital 
improvements. 

Rather  than  diversify  into  business- 
es they  knew  nothing  about,  Glat- 
felter descendants  stuck  with  what 
they  did  know:  making  fine  paper  for 
books  and  business  forms.  As  a  result, 
Glatfelter  today  controls  22%  of  the 
$750  million  market  in  book  papers. 

From  time  to  time  the  big  boys  look 
at  Glatfelter's  margins  (they  are  three 
times  the  paper  industry's  norm)  and 
try  to  muscle  in.  In  1976,  for  example, 
International  Paper  launched  a  book 
publishing  line,  figuring  it  could  use 
the  extra  business  in  small  orders  to 
fill  empty  time  on  its  machines. 

It  was  the  business  equivalent  of 
the  Egyptian  army  taking  on  the  Israe- 
lis. Book  publishers  need  paper  of  dif- 
ferent textures  and  varying  quanti- 
ties— 100,000  pounds  for  a  bestseller, 
say,  but  only  5,000  pounds  for  a  gar- 
dening handbook  in  its  twentieth 
printing.  Success  in  book  paper,  in 
short,  depends  upon  manufacturing 
agility. 

So  into  book  papers  rolls  mighty 


P.H.  Glatfelter  III  ( left)  and  Tom  Norris 
For  the  first  time  in  over  a  century, 
a  nonfamily  boss. 


International  Paper  and  its  huge  paper 
machines,  confronting  little  Glat- 
felter and  its  mix  of  eight  machines, 
one  of  them  dating  from  the  late 
1800s  (we'll  say  no  more  about  this 
firm's  respect  for  capital). 

What  happened?  IP  couldn't  fill  un- 
expected orders  as  nimbly  as  Glat- 
felter could.  And  for  the  high-priced, 
limited-volume  runs  that  were  Glat- 
felter's strength,  IP  didn't  have  ma- 
chines that  were  small  enough. 

Something  else  is  at  work  here.  Spe- 
cialty papers  is  a  clannish  business, 
based  on  relationships  that  go  back 
decades  and  transcend  manufacturing 
efficiency.  Glatfelter  provides  paper 
to  Doubleday,  Macmillan  and  Book- 
of-the-Month  Club  through  New 
York  City-based  Perkins  &  Squier, 
which  is  one  of  the  country's  biggest 
book  paper  brokers  and  accounts  for 
11.4%  of  Glatfelter's  sales. 

"We  like  their  [Glatfelter's]  hones- 
ty," says  Perkins  &  Squier  Vice  Presi- 
dent Gorton  Baldwin  III.  "At  Glat- 
felter, their  noses  would  fall  off  if  they 
ever  told  a  lie."  Baldwin  is  under- 
standably partial  to  family  affairs.  His 
great-grandfather  helped  found  Per- 
kins &  Squier  in  1905.  Glatfelter  and 
Perkins  &.  Squier  have  done  business 
together  since  1920.  It  was  no  sur- 
prise, except  perhaps  to  IP,  that  the 
paper  merchants  snubbed  the  IP  sales- 
men as  rank  newcomers. 

After  five  years  of  fighting  Glat- 
felter, IP  retreated  from  the  specialty 
end  of  the  book  paper  business. 


At  first  blush,  visiting  Spring  Grove 
is  like  walking  backwards  into  a  Cur- 
rier &  Ives  print.  On  a  recent  night  in 
January,  townsfolk  were  skating  on  a 
Glatfelter-built  pond  and  warming 
themselves  at  a  bonfire  stoked  by 
scraps  of  Glatfelter  wood.  Last  year 
the  company  gave  Spring  Grove  the 
money  for  new  bleachers  for  the  high 
school  football  stadium. 

Paternalism?  If  paternalism  means 
respect  for  one's  workers,  the  answer 
must  be  yes.  During  the  Depression, 
the  mill  operated  three  days  a  week  so 
that  no  one  lost  his  job.  During  his 
stewardship,  Phil  Glatfelter  has  re- 
pressed the  papermakers'  notorious 
urge  to  expand  wildly  in  boom  times 
and  lay  off  wildly  when  the  cycle  re- 
verses. With  a  steady  hourly  work 
force  of  838  (453  of  whom  live  in  or 
around  Spring  Grove),  existing  jobs  at 
Glatfelter  are  both  well  paid  and  rela- 
tively secure. 

Until  1973  Glatfelter  was  a  thumb 
in  the  eye  of  the  United  Paperworkers 
International  Union,  which  tried  in 
vain  to  organize  the  mill  hands,  many 
of  whom  were  conservative  Pennsyl- 
vania Dutch  farmers  supplementing 
their  farm  earnings  with  mill  wages. 
But  in  1973  younger  workers,  jealous 
of  the  higher  wages  at  Caterpillar's 
nearby  York  plant,  voted  in  the  union. 
In  1981  the  union  struck  over  infla- 
tion adjustments.  Still,  labor  relations 
are  pretty  harmonious.  "I'd  gladly 
send  my  sons  to  work  in  Glatfelter's 
mills,"  says  William  Murphy,  local 
union  president. 

Phil  Glatfelter's  two  younger  broth- 
ers, George,  59,  and  Ted,  66,  sit  with 
him  on  the  board.  But  neither  will 
take  over  from  Phil — George,  because 
he  lacks  tact;  Ted,  because  he  is  al- 
ready retired  and  more  interested  in 
breeding  cattle  on  his  spread  outside 
town.  George  has  two  sons  (George  II, 
33,  and  Philip  IV,  27)  in  the  firm.  But 
their  futures  are  not  assured.  Says  Phil 
Glatfelter  of  his  nephews:  "They  have 
to  show  what  they  can  do." 

With  no  able  family  man  in  sight, 
Phil  Glatfelter  in  1980  named  Thom- 
as Norris  president  and  chief  execu- 
tive, the  first  time  the  slot  had  been 
filled  from  outside  the  family.  He  will 
likely-  become  chairman  when  Phil 
steps  down. 

Now  47,  Tom  Norris  is  probably 
closer  in  spirit  to  earlier  Glatfelters 
than  are  many  current  family  mem- 
bers. Norris,  whose  father  managed  a 
local  A&P  store  and  died  when  Tom 
was  18,  worked  as  a  mail  boy  at  Glat- 
felter while  he  was  in  high  school, 
earned  a  degree  in  business  adminis- 
tration at  nearby  Gettysburg  College 
on  a  Glatfelter  scholarship  and  re- 
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Direction 

•  The  line  or  course  along  which  some- 
thing is  moving;  e.g.,  a  company  surpass- 
ing $11  billion  in  sales,  a  leader  in  growth 
markets,  zeroed  in  on  the  future. 

•  A  governing  or  motivating  process; 
aware  management  guiding  a  balance  of 
highly  resourceful  and  diverse  businesses. 

•  A  channel  or  course  of  action,  like  record 
sales,  record  earnings,  record  return  on  equity. 


Rockwell  International  is  moving  fast  and  smart  into  the 
decade  ahead.  We're  leading  the  way  in  the  development  of 
products  for  high-technology  growth  markets. 

One  example  of  that  leadership  is  the  work  of  our  Allen-Bradley 
subsidiary  which  is  providing  the  automation  and  the  electronic 
systems  and  controls  for  the  revitalization  of  American  industry. 

And  so  it  is  with  Rockwell's  commitment  to  each  of  its  five  core 
business  areas.  Over  the  last  five  years,  we  have  allocated  more 
than  $2.5  billion  for  capital  expenditures.  And  we're 
continuing  the  pace  for  '86.  To  learn  more  about  us.  write: 
Rockwell  International,  Department  815R-7, 
600  Grant  Street,  Pittsburgh,  PA  15219. 


da-'rek-shan 


• 


Rockwell 
International 


...where  science  gets  down  to  business 

Aerospace  /  Electronics  /  Automotive 
General  Industries  /A-B  Industrial  Automation 


Does  your  company  need  help 
in  managing  its  telephone  costs? 


The  telephone  is  the  lifeline  of  your 
business.  You've  gone  to  a  good 
deal  of  trouble  and  expense  to  get 
a  proper  telephone  system— but 
you  still  have  a  monthly  telephone 
bill  that  is  nearly  impossible  . 
to  understand. 

You  still  don't  know  how  to 
allocate  this  expense  by  division, 
department,  cost  center  or  individ- 
ual. You  don't  know  the  extent  of 
personal  abuse  calls.  You  don't 
know  if  you  have  the  most  cost- 
effective  mix  of  tie-lines,  WATS,  or 
foreign  exchanges.  And  finally,  you 
don't  know  in  which  areas  of  your 
company  the  telephone  system  is 
being  effectively  utilized  and  in 
which  areas  it  is  not. 

Maybe  it's  time  you  called 
Account-A  Call. 

We  can  be  a  big  help  in  managing 
your  telephone  costs  by  providing 


solutions  to  virtually  every  tele- 
phone usage  and  equipment  ques- 
tion. Our  nationwide  service 
bureaus  prepare  for  you  monthly 
reports  that  effectively  analyze 
your  telephone  expenditure. 

Costs  are  clearly  and  simply 
organized  by  any  number  of  allo- 
cation criteria— from  a  single  user 
to  an  entire  department.  You  know 
who  is  making  what  calls,  where 
the  calls  are  being  made  and  how 
much  the  calls  are  costing.  And 
with  Account-A-Call,  you  find  out 
just  how  efficiently  your  entire 
phone  system  is  working  in  this 
increasingly  complex  world  of 
telecommunications. 

Want  to  know  more  about  what 
we  can  do  for  you?  Ask  for  our 
free  brochure  describing  ways  in 
which  we  can  help  your  company 
manage  its  telephone  costs. 


turned  to  work  at  the  mill,  where  he 
introduced  computer  process  con- 
trols. Norris  has  never  worked  any- 
where else. 

Whatever  course  Glatfelter  and 
Norris  steer,  they  will  sail  well  fi- 
nanced. In  1979  Phil  made  the  firm's 
only  acquisition:  D.W.  Bergstrom,  a 
papermaker  in  Neenah,  Wis.  This 
gave  Glatfelter  a  Midwest  market  in 
book-publishing  paper  and  two  mills, 
one  of  which  was  a  big  moneyloser. 
Glatfelter  modernized  the  unprofit- 
able mill  and,  in  1984,  sold  it  to  Wis- 
consin's Appleton  Papers  for  a  $158 
million  note.  Glatfelter  is  now  accru- 
ing interest  on  the  discounted  value  of 
the  note  and  will  finally  receive  the 
principal,  which  is  guaranteed  by 
Morgan  Guaranty,  in  1989. 

With  $51  million  in  cash  and  secu- 
rities already  on  hand,  Glatfelter  and 
Norris  will  soon  have  $152  million 
(after  taxes) — $12  a  share — in  liquid 
resources  with  which  they  can  do 


Account-A-Call 

CORPORATION 


Paternalism?  If  paternalism 
means  respect  for  one's 
workers,  the  answer  must 
be  yes.  During  the  Depres- 
sion, the  mill  operated 
three  days  a  week  so  that 
no  one  lost  his  job.  During 
his  stewardship,  Phil  Glat- 
felter has  repressed  the 
papermakers'  notorious 
urge  to  expand  wildly  and 
lay  off  wildly. 

something. 

A  family-led  buyout?  Norris  care- 
fully refuses  to  rule  out  the  possibili- 
ty, but  stresses  that  he's  looking  for 
another  paper  mill  to  buy.  Unfortu- 
nately, it's  tough  to  find  another  P.H. 
Glatfelter.  In  the  meantime,  Norris 
will  likely  stay  Glatfelter's  current 
course  of  reaching  into  higher-value- 
added  paper  to  be  used  for  postage 
stamps  and  disposable  surgical 
gowns,  for  example. 

There  is  always  the  chance  that 
enough  Glatfelters  will  want  to  sell 
out  as  the  clan  expands.  In  1975,  in 
fact,  Weyerhaeuser  offered  to  buy  the 
company.  There  were  serious  discus- 
sions,, but,  in  the  end,  the  Glatfelters 
turned  down  the  Weyerhaeusers. 
"They  were  going  to  take  our  name 
down,"  Philip  Glatfelter  remembers. 
"That  didn't  sit  very  well." 

Since  then  the  company's  market 
value  has  multiplied  fifteenfold. 

Money  manager  Richard  Cunniff  is 
happy  to  sit  tight  on  his  15%  of  this 
unique  company.  "Glatfelter  is  a  lit- 
tle jewel,"  beams  Cunniff,  "and  we 
don't  sell  our  little  jewels."  ■ 


no 
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LOOK  WHAT  350  DAfS 
OF  SUNSHINE  HAS  DONE 
TO  OUR  BRAINS. 


For  those  who  still  think 
San  Diego  is  inhabited  only  by 
surfers,  sun  worshippers  and 
sailors,  we  invite  you  to  meet  a 
few  of  our  other  residents. 

The  Nobel  laureates, 
Pulitzer-Prize  winners  and 
world-class  business  leaders. 

Because  here  in  the 
shadows  of  an  enviable  resort 
climate  lies  one  of  the  world's 
leading  intellectual  climates. 
San  Diego  has  the  highest 
proportion  of  college  gradu- 
ates of  any  major  U.S.  city. 
It's  an  oasis  for  the  fine  arts. 
One  of  the  nation's  premier 
scientific  communities.  And 
America's  (sorry,  Silicon  Valley) 
number  one  rated  hi-tech 
environment. 

It  seems  things  just  grow 
a  little  faster  in  the  sunshine. 
Like  ideas.  And  businesses. 
All  of  which  have  helped  San 
Diego  grow  to  become 
California's  second  largest 
city.  And  the  eighth  largest 
city  in  the  U.S. 

If  your  business  could 
use  a  little  growth,  why  not 
find  out  more  about  San 
Diego.  Call  the  San  Diego 
Economic  Development 
Corporation  at  (619)  234-8484 
or  write  to  701 B  Street,  Suite 
1850,  San  Diego,  California 
92101.  It's  the  smartest  move 
you  could  make. 

SAN  DIEGO 

America's  Bright  Spot 


OUR  FLEXIBLE  BENEFITS 
COULD  PLEASE  EVERYONE 
IN  THIS  ORGANIZATION. 


Today's  workforce  is  made  up 
}f  everything  under  the  sun— single 
vorkers,  single  parents,  older 
vorkers  and  two-income  families, 
'leasing  all  of  them  has  posed  a 
vorld  of  problems. 

Especially  when  you  consider 
vhat  their  benefits  cost  employers, 
rs  astronomical. 

To  help  bring  these  costs  down 
o  earth,  the  CIGNA  companies 
developed  a  Flexible  Benefits 
urogram. 

Ifs  based  on  a  very  simple 
concept.  Choice. 

For  employers,  this  means 
choosing  how  much  they  will 
contribute  to  the  cost  of  the  plan, 
knd  ifs  defined  up  front. 

For  employees,  it  means  tai- 
pring  their  own  plans  by  picking 
pnd  choosing  from  the  benefits 
nenu.  Benefits  that  can  range 
torn  the  familiar  medical  and 
tension  coverages,  to  child  care, 
acation  days  or  even  cash. 

Ifs  the  best  of  both  worlds. 


Costs  are  now  controlled.  And 
employees  are  now  part  of  the 
process.  The  more  they  under- 
stand, the  more  everyone  stands 
to  benefit. 

But  you're  going  to  need  help 
to  make  this  happen.  And  thafs 
exactly  what  our  personalized  ser- 
vice is  all  about. 

We'll  help  you  and  your  advi- 
sors every  step  of  the  way  Through 
defining  your  objectives,  designing 
the  plan,  educating  your  employ- 
ees, underwriting  the  benefits.  And 
to  make  sure  your  program  runs 
smoothly  we  provide  ongoing 
recordkeeping  and  administrative 
support. 

So  if  your  benefits  lack  universal 
appeal,  write  to  CIGNA  Corp., 
Dept.  R6,  One  Logan  Square, 
Philadelphia,  Pennsylvania  19103. 

Because  with  our  Flexible 
Benefits  program  you  can  please 
everyone.  No  matter  hhhhb 
where  they  are  in  the  hSTH] 
organization.  mmni 


News  Corp.  has  been  on  the  biggest  shopping  spree  the  media 
business  has  ever  seen.  Has  Murdoch  finally  overextended? 

Understanding  Murdoch- 
the  numbers  aren't 
what  really  matters 


t  is  a  scene  that  would  have 
warmed  the  heart  of  Marshall 


IMcLuhan,  the  visionary  who  foresaw  that  commu- 
nications technology  would  transform  the  earth 
into  a  global  village:  lawyers  in  New  York  City, 
London  and  Melbourne,  separated  by  12,000  miles  and  16 
time  zones,  jointly  working  on  a  prospectus,  sending  page 
proofs  from  continent  to  continent  to  continent  by  bounc- 
ing signals  off  communications  satellites. 

Fittingly,  the  lawyers  are  toiling  at  the  behest  of  a  man 
as  visionary  as  McLuhan  but  infinitely  more  practical: 
Rupert  Murdoch,  the  man  who  seems  well  on  his  way  to 
becoming  communications  king  of  the  global  village. 

No  press  lord — not  Henry  Luce,  not  Lord  Thomson  of 
Fleet  Street,  not  William  Randolph  Hearst — has  had  the 
audacity  and  global  vision  of  Murdoch,  54,  a  man  clearly 
ahead  of  his  time  in  his  zeal  for  overleaping  political  and 
technological  boundaries. 

News  Corp.,  which  owned  only  two  tiny  newspapers  in 
the  provincial  city  of  Adelaide,  Australia  when  Murdoch 
assumed  command  in  1954,  will  soon  control  what  will 
probably  be  the  most  extensive  media  empire  in  history.  It 
includes  the  New  York  Post,  the  Chicago  Sun-Times,  the  Times 
of  London  New  York  magazine,  scores  of  other  newspapers 
and  magazines  on  three  continents,  Twentieth  Century- 
Fox,  big  TV  stations  in  Australia  and,  soon,  six  TV  stations 
in  major  U.S.  markets.  All  told,  there  are  101  Murdoch 
publications. 

He  runs  each  according  to  what  he  feels  the  market 
wants.  Although  Murdoch  is  often  accused  of  sensational- 
ism, he  nevertheless  publishes  two  of  the  highest-quality 
newspapers  in  the  English-speaking  world:  the  Times  of 
London  and  the  Australian. 

When  the  station  purchase  is  finished,  News  Corp.  will 
have  assets  of  $4.7  billion  and  revenues  of  $2.6  billion  a 
year,  ranking  it  with  Time  Inc.  and  Gannett  Co.  in  size. 
But  unlike  these  big  rivals,  Murdoch  operates  on  a  truly 
global  scale.  Things  such  as  union  rules,  accounting  stan- 
dards, tax  laws  and  citizenship  requirements  that  would 
stop  or  slow  most  people  become  for  Murdoch  simply 
obstacles  to  be  overcome.  He  can  be  charming,  but  he  can 
be  ruthless. 

Even  though  News  Corp.  does  most  of  its  business 
outside  Austraha  and  Murdoch  lives  in  New  York  City, 
the  company  remains  a  South  Australian  corporation. 
That  allows  certain  flexibilities  (see  chart,  p.  116)  that  rivals 


By  Allan  Sloan 


can't  match.  In  pre-McLuhan  days, 

  being  in  Australia,  isolated  as  that 

continent  is,  was  an  obstacle.  In  the  global  village,  with  its 
satellites,  jet  planes  and  instant  communications,  location 
doesn't  matter. 

The  prospectus  that  kept  all  those  lawyers  busy  covers  a 
$1.15  billion  issue  of  Fox  Television  Stations  preferred 
stock,  part  of  the  money  that  News  Corp.  is  using  for  the 
biggest  shopping  spree  the  media  business  has  ever  seen. 
Murdoch  is  paying  superhigh  prices  for  his  new  properties, 
and  as  a  result  is  using  borrowed  money  on  a  scale  that's 
breathtaking,  even  for  him. 

In  the  past  14  months  News  Corp.  has  bought  14  maga- 
zines from  Ziff-Davis  for  $350  million  and  Twentieth 
Century-Fox  from  Marvin  Davis  for  $575  million.  With 
the  ink  scarcely  dry  on  that  nearly  $1  billion  worth  of 
buying  and  borrowing,  News  Corp.  will  shortly  finish 
buying  six  television  stations  from  John  Kluge's  Metrome- 
dia Broadcasting  for  about  $1.65  billion — $1.55  billion  to 
Kluge,  $100  million  or  so  in  refinancing  costs  and  other 
expenses.  That  adds  up  to  a  $2.6  billion  borrowing  and 
spending  blitz. 

But  Murdoch  is  no  mere  conglomerator,  no  mere  lever- 
age artist.  It  seems  clear  that  making  money  is  for  him  not 
an  end  but  a  means,  a  means  to  put  together  a  disparate  but 
ultimately  integrated  global  media  empire.  Murdoch's  im- 
mediate goal  is  to  use  Fox  and  the  stations — in  New  York 
City,  Los  Angeles,  Chicago  and  three  other  major  mar- 
kets— as  a  starting  point  for  a  new  fourth  TV  network, 
which  could  take  a  decade  or  more  to  put  together.  Fox 
would  manufacture  the  programming,  the  TV  stations 
would  distribute  it.  To  be  sure,  there  are  a  host  of  legal, 
financial  and  logistical  obstacles  that  appear  to  make  the 
establishment  of  such  a  network  impossible.  But  Mur- 
doch's specialty  is  getting  around  obstacles. 

In  moving  so  fast,  on  such  a  scale,  Murdoch  is  taking 
risks  as  big  as  his  ambitions.  It  will  cost  some  $300  million 
a  year  to  pay  the  interest  and  preferred  dividends  on  the 
borrowed  $2.6  billion.  Here's  the  immediate  problem:  The 
TV  stations,  Fox  and  the  magazines  don't  come  close  to 
generating  $300  million. 

In  1985  they  produced  about  $135  million:  $95  million 
from  the  stations,  $40  million  from  the  magazines,  noth- 
ing from  Fox.  Can't  Murdoch  tap  his  other  properties  in 
Australia,  in  Britain,  in  the  U.S.?  Yes,  to  some  extent. 
But  the  $165  million  gap  that  remains  to  be  filled  is 
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substantially  more  than  News  Corp.'s  entire  cash  flow. 

But  to  assume  from  this  that  Rupert  Murdoch  is  going 
broke  is  to  underestimate  vastly  both  the  man's  inge- 
nuity and  his  ability  to  judge  risk.  He  might,  how 
ever,  have  to  dilute  his  control  of  News  Corp. 

Murdoch  has  sworn  he  would  never  allow  his 
holdings  to  be  diluted.  Indeed,  even  as  News 
Corp.  has  grown  from  tiny  beginnings,  the  com- 
pany hasn't  issued  a  single  new  voting  share. 
Murdoch  and  his  family  have  gradually  moved 
their  holding  from  about  40%  to  just  under  50% 
now.  Why  just  under  50%  ?  Probably  because  own 
ing  more  than  50%  might  force  Murdoch  to 
pay  U.S.  income  tax  on  his  proportionate 
share  of  News  Corp.'s  profits,  rather 
than  just  on  dividends  received. 

Here's  where  some  danger  of  dilu- 
tion now  exists:  The  Fox  preferred 
holders  have  rights  to  get  News 
Corp.  common  equity  if  their  stock 
isn't  redeemed  within  three  years. 
In  theory,  Fox  holders  in  the  ag- 
gregate could  take  control  of 


News  Corp.  and  kick  out  Murdoch.  That  feature  was 
attached  to  the  Fox  paper  by  Murdoch's  adviser,  Drexel 
Burnham  Lambert,  as  an  assurance  to  investors. 
Knowing  Murdoch's  aversion  to  dilution,  the  Fox 
holders  can  count  on  his  moving  heaven  and 
earth  to  take  them  out  within  the  time  span. 

"We  won't  issue  those  stock  rights,  short  of  a 
disaster,"    insists    Richard    Sarazen,  News 
Corp.'s  finance  director.  "The  idea  is  to  pay  off 
the  preferred  before  the  rights  begin  to  vest.  If 
we  have  to  issue  the  rights,  we're  in  trouble." 
Unlike  most  high-yield  paper,  the  Fox  preferred, 
which  has  a  ten-year  term,  can  be  called 
for  early  redemption  without  pre- 
payment penalties. 

In  running  up  all  this  debt,  did 
Murdoch  overpay  for  the  Metrome- 
dia stations  and  for  Fox?  Forbes  was 
unable  to  put  the  question  to  Mur- 
doch, who  canceled  an  interview  at 
the  last  minute  because  he  was 
tied  up  dealing  with  his  union 
problems  in  Britain. 


Ri>b  Kinmonth 
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Fun  with  numbers 


For  Rupert  Murdoch,  the  world  is  tru- 
ly a  global  financial  village.  His  News 
Corp.  Ltd.,  an  Australian  company 
that  will  soon  do  most  of  its  business 
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in  the  U.S.,  reports  earnings  one  way 
in  Australia  and  another  in  the  U.S. 
Below,  in  U.S.  dollars,  examples  of 
disparities  that  have  arisen. 


Murdoch's  earnings,  as  reported 

In  Australia,  News  Corp.  reported  a  tremendous 
profit  for  the  year  ending  June  30,  1985,  breaking 
the  $100  million  barrier. 

Under  U.S.  accounting  rules,  though,  News  Corp. 
made  hardly  any  money  because  of  currency 
losses  and  amortizing  goodwill. 

$101.3  million 
(75  cents  per  share) 

$29.8  million 
(23  cents  per  share) 

Murdoch's  earnings,  as  they  would  have  been 

In  Australia,  News  Corp.  would  have  shown  a 
small  loss  had  it  owned  the  six  TV  stations  Mur- 
doch is  after  and  Twentieth  Century-Fox  all  year. 

In  the  U.S.,  News  Corp.  would  have  shown  a  huge 
loss  because  it  would  have  had  to  write  off  more 
than  $100  million  in  goodwill. 

-$  19.6  million 
(-14  cents) 

-$263.2  million 
(-$2.09) 

Murdoch's  balance  sheet,  as  reported 

In  Australia,  News  Corp.,  which  wrote  up  the 
value  of  its  properties  in  1984,  had  a  very  conser- 
vative debt-to-equity  ratio  on  Sept.  30. 

In  the  U.S.,  where  News  Corp.  isn't  allowed  to 
write  up  assets,  the  balance  sheet  is  far  from 
conservative. 

0.8  to  1 

3.4  to  1 

Murdoch's  balance  sheet,  as  it  would  have  been 

In  Australia,  News  Corp.'s  ratio  would  have  been 
conservative  even  with  its  new  properties,  be- 
cause preferred  stock  counts  as  equity. 

In  the  U.S.,  meanwhile,  with  the  preferred  as  debt 
and  without  the  benefit  of  written-up  assets,  the 
balance  sheet  is  horrendous. 

0.9  to  1 

11.6  to  1 

Source:  Fox  Television  prospectus 
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It  seems  to  us,  however,  that  while  he  paid  top  dollar  for 
the  properties,  the  question  of  price  was  probably  second- 
ary in  Murdoch's  mind.  He  seems  to  have  seen  in  the 
Metromedia  stations  and  Fox  a  once-in-a-lifetime  chance 
to  build  a  U.S.  TV  network  and  is  willing  to  bet  heavily 
that  he  can  make  it  work. 

By  conventional  accounting,  a  good  case  can  be  made 
that  it  can't  work.  Under  U.S.  accounting  rules,  News 
Corp.'s  entire  profit  for  1984  came  from  gains  on  Warner 
Communications  stock  it  bought  as  part  of  an  unsuccess- 
ful takeover  effort — meaning  the  rest  of  News  Corp.  only 
broke  even.  In  the  following  year,  1985,  News  Corp.  would 
have  reported  a  loss  were  it  not  for  $67.5  million  of  profits 
from  selling  the  highly  successful  Village  Voice,  a  Manhat- 
tan-based weekly  newspaper,  and  from  greenmailing  St. 
Regis  Corp.  The  net  profits,  in  short,  seem  to  come  entire- 
ly from  extraordinary  items. 

And  all  this  before  Murdoch  took  on  all  that  debt  to  buy 
Ziff-Davis,  Fox  and  the  Metromedia  stations.  Tiny  type  on 
page  1 7  of  the  Fox  prospectus  indicates  that  if  News  Corp. 
had  owned  the  Ziff-Davis 
magazines,  Fox  and  the  Met- 
romedia TV  stations  in  fiscal 
1985  (which  ended  June  30), 
the  company  would  have  had 
a  $263  million  loss  by  U.S. 
accounting  standards,  and 
would  have  fallen  $219  mil- 
lion short  of  covering  its  in- 
terest and  dividend  bill. 

In  the  real  world,  however, 
as  opposed  to  the  world  of 
accounting,  Murdoch  is 
probably  not  bleeding  the 
way  the  figures  indicate.  Sar- 
azen,  Murdoch's  numbers 
man,  says  those  numbers  are 
what  the  results  would  have 
been,  but  not  what  they  are 
now.  Fox  lost  $85  million 
last  year  but  is  breaking  even 
now,  he  says.  The  Metrome- 
dia TV  stations'  cash  flow 
this  year  will  be  up  10%  or 
15%  from  last  year's  $95  mil- 
lion. And  cash  flow  from 
British  operations  will  be  up 
sharply.  Moreover,  a  good  part  of  the  loss  by  U.S.  standards 
comes  from  amortizing  goodwill,  which  is  a  bookkeeping 
convention,  not  a  cash  charge. 

If  News  Corp.  is  successful  in  breaking  the  strike  against 
its  British  papers  and  eliminating  5,000  jobs,  cash  flow 
could  rise  another  $75  million  a  year.  (On  the  other  hand, 
if  News  Corp.  loses  a  lawsuit  the  unions  have  brought 
against  it,  it  might  be  liable  for  several  hundred  million 
dollars  in  "redundancy"  pay.) 

If  all  this  analysis  seems  a  bit  vague,  it's  because  News 
Corp.  doesn't  disclose  much.  The  Fox  prospectus — that 
470-page  monster,  the  longest  document  of  its  kind  ever 
filed  with  the  SEC — is  an  almost  impenetrable  mass  of 
numbers  outlining  operations  of  eight  companies,  some 
with  U.S.  accounting,  some  with  Australian  accounting, 
some  in  U.S.  dollars,  some  in  Aussie  dollars.  The  huge 
prospectus  complies  with  U.S.  securities  law,  but  real 
substance  is  almost  impossible  to  extract  from  it.  Ditto  for 
News  Corp.'s  annual  stockholders'  report,  long  on  pretty 
pictures,  short  on  numbers,  written  to  Australian  disclo- 
sure requirements. 

Even  in  Australia,  not  known  for  strict  accounting  stan- 


dards, Murdoch  has  pushed  rules  to  the  limit.  In  1984  he 
improved  his  Australian  balance  sheet  by  writing  up  the 
value  of  his  newspapers  and  other  assets  by  $455  million — 
to  $585  million,  from  $130  million.  The  old  book  values 
were  ridiculously  low  in  terms  of  what  media  properties 
fetch  today,  but  allowing  companies  to  write  up  then- 
assets  at  will  turns  balance  sheets  into  jokes. 

In  1985  Murdoch  began  to  defer  currency  losses  at  his 
49.9% -owned  Ansett  Transport  Industries,  which  owns  an 
Australian  airline,  rather  than  charge  off  the  losses.  But  in 
the  first  quarter  of  fiscal  1986  News  Corp.  took  currency 
gains  into  its  reported  income. 

Of  News  Corp.'s  accounting,  Cass  O'Connor,  who  fol- 
lows News  Corp.  for  Bain  &  Co.,  a  Sydney  brokerage 
house,  says:  "Mr.  Murdoch  has  done  things  we  have  never 
seen  before." 

To  compound  the  confusion,  Murdoch  is  telling  the  U.S. 
IRS  that  the  Fox  preferred  stock  is  really  debt,  and  he  will 
deduct  the  dividends.  In  Australia  he  will  carry  the  pre- 
ferred stock  as  equity  on  his  balance  sheet.  In  the  one  case 


News  Corp.  's  new  newspaper  plant,  in  London 's  Wapping  district 
Global  village  connections  helping  break  a  strike. 


Brian  Harris/I  mpact 


he  is  enhancing  his  balance  sheet,  in  the  other  case  his 
cash  flow. 

Accounting  quirks  notwithstanding,  it's  beyond  doubt 
that  News  Corp.  has  some  very  valuable  assets  that  it  can 
sell  if  things  get  tight.  The  company  owns  $175  million 
(market  value)  of  Reuters  stock  and  $60  million  of  stock  in 
TNT  Ltd.,  an  Australian  transportation  company.  News 
Corp.  could  probably  get  $300  million  for  its  half  of  An- 
sett, which  it  owns  jointly  with  TNT. 

Last  June  Murdoch  reached  into  his  grab  bag  of  assets, 
pulled  out  the  Village  Voice  and  sold  it  for  $55  million — 
roughly  eight  times  what  it  was  carried  for  on  his  books. 
That's  just  one  more  indication  that  News  Corp.'s  asset 
values  are  growing  a  lot  faster  than  reported  profits  or  even 
cash  flow. 

Other  potential  sources  of  cash: 

Murdoch,  who  is  buying  a  television  station  in  Chicago, 
promised  the  FCC  that  he  would  sell  the  Chicago  Sun- 
Times,  acquired  for  $70  million  in  1984  and  presumably 
still  worth  that  much. 

He  has  also  promised  the  FCC  he  will  sell  the  New  York 
Post  because  he  is  buying  a  New  York  City  TV  station,  but 
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he  seems  to  have  no  plans  to  do  so.  When  listing  assets  for 
sale,  no  one  at  News  Corp.  seems  to  mention  the  Post, 
which  is  said  to  lose  $10  million  a  year  but  gives  Murdoch 
visibility  in  New  York  City,  his  adopted  home.  The  influ- 
ence he  gains  through  ownership  of  the  Post  makes  that 
newspaper's  losses  less  of  a  burden  to  his  empire  than  they 
appear  to  be. 

Is  Murdoch  overextended?  It  may  look  that  way  from 
the  numbers.  But  while  numbers  do  matter,  in  Murdoch's 
case  they  probably  matter  less  than  for  more  conventional 


Smother  them  in  paper 


W'  hat's  black,  white  and  not  read  all  over?  Fox 
Television's  470-page  prospectus,  which  has  the 
dubious  honor  of  being  the  world's  longest,  more 
than  half  again  as  long  as  AT&T's  recordmaking 
divestiture  document.  It  took  almost  100  people  at 
Pandick  Inc.,  the  New  York  City-based  financial 
printer,  to  churn  out  Fox'  magnum  opus.  Producing 
the  financials  from  eight  companies  amounted  to  a 
Lawyer  &  Accountant  Full  Employment  Act,  tying 
up  three  U.S.  law  firms,  two  Australian  law  firms 
and  three  accounting  firms.  After  the  documents 
were  set  as  page  proofs  at  Pandick,  they  were  sent  to 
attorneys,  who  returned  them  with  corrections.  The 
proofs  were  zapped  to 
London  and  Australia 
and  back  via  satellites. 
Says  Pandick  Interna- 
tional's president,  Da- 
vid Carr:  "This  is  the 
first  time  we  have 
moved  actual  docu- 
mentation to  Austra- 
lian capital  markets. 
Australian  lawyers 
viewed  the  same 
proofs  at  the  same 
time  as  the  lawyers  in 
New  York." 

Modern  technology 
notwithstanding,  Mur- 
doch's and  Metrome- 
dia's people  spent  20 
days  and  not  a  few 
nights  holed  up  in  a 
Pandick  conference 
room  pounding  the  fi- 
nal draft  into  shape. 
But  after  more  than  25  proof  cycles  and  50,000 
corrections,  Pandick  still  had  work  to  do.  The  pro- 
spectus was  thrice  filed  before  getting  SEC  accep- 
tance. That's  partly  why  this  one  has  taken  seven 
months  so  far,  while  the  average  prospectus  takes 
only  a  month  or  two. 

Pandick  printed  25,000  copies.  That's  about  12 
million  pages,  not  counting  the  20  or  so  additional 
documents  filed  with  the  prospectus  and  the  reams 
of  proofs  on  lawyers'  desks  on  three  continents. 
News  Corp.'s  Richard  Sarazen  claims  the  bill  for 
typesetting  alone  will  be  $2  million,  but  he  plans  to 
haggle.  Almost  no  one  outside  the  Securities  &  Ex- 
change Commission  will  read  the  whole  thing,  but 
the  law's  the  law. — Eva  Pomice 


businessmen.  Murdoch  has  had  almost  unlimited  access 
to  money  because  the  people  bankrolling  him  are  con- 
vinced that  he  is  building  asset  values  and  that  profits  and 
cash  flow  will  take  care  of  themselves. 

Listen  to  Leon  Black,  a  managing  director  of  Drexel 
Burnham:  "We  think  Murdoch  is  one  of  the  great  modem 
media  moguls.  We  have  a  lot  of  faith  in  him.  He's  the  kind 
of  guy  we  like  to  back.  He  started  with  nothing  and  has 
built  an  enormous  company." 

In  building  this  enormous  company,  Murdoch  has  been 
as  ingenious  in  crossing  political  boundaries  as  in  crossing 
accounting  boundaries. 

To  satisfy  U.S.  legal  requirements  regarding  ownership 
of  TV  stations,  Murdoch  gave  up  Australian  citizenship 
and  became  a  U.S.  citizen.  Because  more  than  25%  of 
News  Corp.  stock  is  owned  by  non-U. S.  citizens,  the 
company  itself  can't  control  U.S.  broadcast  media.  But 
citizen  Murdoch  can.  He  set  up  a  structure  giving  himself 
51%  voting  control,  with  Fox  head  Barry  Diller  getting 
25%,  and  News  Corp.  24%.  News  Corp.,  though,  gets  to 
keep  the  profits. 

In  Australia,  where  non-Australians  can't  control  TV 
stations,  U.S.  citizen  Murdoch  spun  off  control  of  News 
Corp.'s  TV  stations  to  a  trust  in  which  his  family  mem- 
bers— still  Australian  citizens — own  voting  control,  in 
conjunction  with  major  Australian  business  figures.  The 
trust  controls  100%  of  the  stations'  voting  shares,  while 
News  Corp.  has  nonvoting  shares  but  gets  substantially  all 
the  profits.  Whatever  the  forms,  the  fact  is  that  News 
Corp.  is  a  truly  global  company:  It  is  transnational  in  the 
truest  sense. 

Murdoch's  recent  actions  in  Britain  give  an  idea  of  how 
astutely  he  can  use  the  global  village.  He  built  a  new 
printing  plant  outside  the  Fleet  Street  district,  moved  his 
papers  there  and  virtually  dared  the  mechanical  unions  to 
strike,  which  they  did. 

Using  the  British  subsidiary  of  Australia's  TNT — News 
Corp.'s  partner  in  Ansett — Murdoch  had  his  papers  deliv- 
ered across  picket  lines.  In  1982  News  Corp.  helped  rescue 
TNT  from  a  stock  raid  by  buying  its  shares.  Now  TNT 
does  a  favor  for  Murdoch.  It  boggles  the  mind.  Murdoch 
uses  an  Australian  ally  to  break  up  a  strike  in  England, 
helping  generate  cash  he  can  use  to  pay  for  TV  stations  in 
the  U.S. 

What  next?  Until  now,  News  Corp.  shares  had  to  be 
bought  on  the  Sydney  Stock  Exchange  or  through  Ameri- 
can depositary  shares.  The  depositary  shares,  quoted  only 
in  brokers'  pink  sheets,  are  so  obscure  that  few  investors 
know  they  are  available.  Now  Murdoch  plans  listing  News 
Corp.'s  depositary  shares  on  a  major  U.S.  exchange  so  they 
can  be  more  actively  traded  here. 

Given  U.S.  investors'  obsession  with  earnings,  News 
Corp.'s  reported  profits  take  on  more  significance  than 
heretofore.  Are  1985's  earnings  75  cents  a  share  (Austra- 
lian accounting)  or  23  cents  (U.S.  accounting)?  At  a  recent 
price  of  about  $8,  the  company's  126  million  shares  are 
selling  at  a  price/earnings  multiple  of  either  10  or  35,  take 
your  pick. 

But  whatever  concessions  he  ultimately  makes  to  Wall 
Street  conventions,  Murdoch  will  almost  certainly  contin- 
ue to  concentrate  on  building  asset  values  by  proliferating 
and  enhancing  his  properties.  That's  what  real  wealth- 
building  is  about. 

While  much  of  the  U.S.  media  has  been  bemused  by 
arguments  about  Murdoch's  personality  and  his.  editorial 
style,  they  have  tended  to  miss  the  real  story:  that  here  is 
the  quintessential  late-20th-century  man,  a  sardonic  fig- 
ure who  understands  in  his  gut  what  modern  communica- 
tions, modern  finance  and  modern  politics  are  all  about.  ■ 
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NO  ONE  ELSE  IS  AS  CENTRAL  AS  THE  DUTCH 


And  no  one  else  can  deliver  your  product 
throughout  the  $3  trillion  European  mar- 
ket—not to  mention  the  Middle  East  and 
Africa— with  such  speed  and  efficiency. 
Here's  why: 

•  more  than  300  shipping  lines  serving 
Rotterdam,  the  worlds  busiest  port 

•  Europe's  densest  network  of  railways, 
rivers  and  canals,  linking  Holland  to  mar- 
kets throughout  the  Continent 

•  a  trucking  industry  hauling  more  than 
40%  of  all  European  road  freight 

Reinforcing  the  Netherlands'  global  leader- 
ship in  distribution  is  the  Dutch  customs 
system— the  most  sophisticated  and 
business-oriented  in  Europe. 


■■■■■■■HBI  Rotterdam 
■HMHHHBHHBBMHHHHHMI  Other  major  ocean  Euro  ports  222 
IWMBMMBWWBMBBi  Kobe  157 

■■■■HWHHBHHHHI  New  York  150 

 MILLIONS  OF  TONS  OF  CARGO  HANDLED  (1984)  

Over  1,000  U.S.-based  corporations  have  prof- 
ited in  the  European  market  by  investing  in 
the  Netherlands. 

ARE  YOU  IN  THE  NETHERLANDS  YET? 
If  not,  please  contact: 

Mr.  Pierre  Dobbelmann 
Industrial  Commissioner 
Netherlands  Industrial  Commission 
One  Rockefeller  Plaza 
New  York,  NY  10020 
(212)  246-1434 


The  Netherlands 

Center. 


This  announcemeni  is  published  by  Gavin  Anderson  &  Company,  which  is  registered  as  an  agent  of  the  Government  ot  the 
Netherlands  This  material  ts  filed  with  the  Department  ol  Justice,  whete  the  required  registration  statement  is  available  lor  public 
inspection  Registration  does  not  indicate  approval  of  the  contents  bv  trw  United  States  Government. 


If  you  think 
your  business 
is  too 

small  forXera 


The  Xerox  1025  Marathon  copier. 

If  youVe  running  a  small  business,  there  is  adjust.  The  1038  does  everything  for  you.  I 

absolutely  no  reason  to  sacrifice  state-of-the-  even  copy  in  color.  All  this  in  a  desktop  co 

art  features  because  of  budget  constraints.  The  1025  is  also  an  incredible  copier.  It 

Not  when  Xerox  can  offer  you  the  depend-  be  equipped  to  automatically  feed  original 

able  1038  and  1025  desktop  Marathon  copiers,  and  reduce  or  enlarge  them.  And  it  can  ev 

The  1038  Marathon,  featured  on  the  right,  is  collate  up  to  ten,  twenty-five  page  reports 

so  advanced  all  you  have  to  do  is  press  the  But  perhaps  the  best  reason  to  think  ab 

"start"  button.  It  will  automatically  feed  origj-  owning  either  of  these  copiers  is  how  affoi 

nals  of  varying  sizes.  Automatically  enlarge  or  able  they  are.  With  both  copiers  you  can 

luce  them.  It  will  even  automatically  sense  choose  those  features  you  need  now.  So  yc 

right  paper  size  to  make  copies  on.  So,  copier  can  grow  as  your  business  grows, 

here  are  no  paper  trays  to  change,  no  knobs  to  Of  course  all  of  this  is  backed  by  Team 


XEROX 


hink  twice. 


The  Xerox  1038  Marathon  copier. 


)x.  A  service  and  support  organization  sec-  rV] 
to  none.  Regardless  of  how  small  your 
ness  is,  or  how  fast  it  grows,  Team  Xerox 
be  with  you  every  step  of  the  way. 
d  if  you've  been  thinking  that  Xerox  is 
too  big  to  help  meet 
•  copier  needs,  think 
n. 

Dr  more  information  call  Team  Xerox,  your 
l  Xerox  Sales  office  or: 

1-800-TEAM-XRX,  ext.  288. 

(t-800-832-6979.exl.288v) 


TeamXerox 


I'm  interested  in  learning  more  about  these  incredible  desktop  copiers. 
The  Xerox  I03X  and  I025  Marathon  copiers. 

□  Please  have  a  sales  representative  call  me. 

□  Please  send  me  more  information  on  the  Xerox  I038  and  I025 
Marathon  copiers. 

Send  this  coupon  to:  Xerox  Corporation,  R( ).  Box  24.  Rochester.  N  Y  14692 


C'OMI'AN> 


~l 


ADDRESS 

si  ah  Tip  mow 

Or.  if  you  can  t  wait,  call  1-800-TEAM-XRX,  Ext.  288 

I  2XX  (l-800-832-6979.ext.288.)  152-3/10/86  | 

XEROX®  .  1038  and  1025  are  trademarks  of  XEROX  CORPORATION. 


The  new-issues  market  picked  up  smartly 
last  year,  and  1986 could  be  its  hottest  year 
ever — surpassing  even  1983- 

Here  we 
go  again 


By  Richard  L.  Stern 
and  Paul  Bornstein 

As  things  are  shaping  up,  1986 
could  be  the  biggest  year  for 
b  new  issues  in  history,  surpass- 
ing even  the  wild  markets  of  the  late 
1960s  and  1982-83.  With  market  indi- 
cators hitting  new  highs,  the  invest- 
ment bankers  are  sensing  an  increas- 
ingly voracious  public  appetite  for 
new  issues.  Indeed,  three  brokerage 
houses  themselves  are  going  public: 
Alex.  Brown  &  Sons,  Morgan  Stanley 
and  L.F.  Rothschild.  In  January  alone 
some  102  companies  filed  to  go  pub- 
lic, compared  with  just  47  firms  in 
January  1985. 

Fodder  for  the  high  rollers?  Of  the 
102,  31  were  blind  pools,  companies 
that  first  take  the  money  and  then 
decide  what  to  do  with  it.  But  the 
pacesetter  for  the  new  boom  may  be 
Microsoft,  a  computer  software  com- 
pany that  is  being  talked  up  on  The 


Biggest  IPO  underwriters 


These  investment  bankers  raised 
the  most  equity  money  in  1985.  For 
each  issue,  the  three  lead  managers 
were  each  credited  for  the  total. 


Money 
raised 

Rank  Underwriters  (Smil) 

1  Shearson  Lehman  Brothers  $2,274 

2  Merrill  Lynch  2,273 

3  Goldman  Sachs  &  Co  1,718 

4  Salomon  Brothers  1,384 

5  First  Boston  Corp  954 

6  Kidder  Peabody  &  Co  695 

7  EF  Hutton  568 

8  Smith  Barney  Harris  Upham  527 

9  Paine  Webber  487 
10  Bear  Stearns  &  Co  468 


Top  1885  new  issues 


Street  much  the  same  way  Apple 
Computer  was  when  it  came  public  in 
late  1980. 

The  seeds  for  a  frenetic  new-issues 
cycle  this  year  were  sown  quietly  and 
with  little  notice  last  year.  In  terms  of 
money  raised,  1985  was  the  second- 
biggest  year  ever  for  initial  public 
stock  offerings,  according  to  Forbes' 
survey  of  initial  public  offerings 
(IPOs).  Last  year  494  companies  of- 
fered their  stock  to  the  public  for  the 
first  time  and  raised  $8  billion.  This 
fell  well  short  of  the  863  companies 
that  raised  $12.6  billion  in  the  wild 
1983  record  year,  but  it  was  a  smart 
gain  over  1984's  526  issues,  raising 
$3.6  billion. 

And  that  sort  of  gain  generates  a 
momentum  that  can  launch  a  new- 
issue  frenzy.  Some  56%  of  last  year's 
494  issues  were  up  over  their  offering 
price  as  of  Feb.  6,  and  even  more  im- 
portant, 50%  outperformed  the  S&P's 
500  over  that  period. 

Which  is  generally  the  stuff  of  hot 
new-issues  cycles  that  then  develop 
along  predictable  lines.  Fanned  by  a 
burst  of  short-term  gains,  greedy  in- 
vestors pour  into  the  markets.  De- 
lighted brokers  feed  the  demand  by 
foisting  increasingly  speculative  is- 
sues on  the  public. 

For  individual  investors,  this  is  a 
cautionary  tale,  but  it's  a  good  deal  for 
everyone  else.  The  newly  public  com- 
panies get  a  nice  chunk  of  fresh  cash, 
and  the  brokers  and  investment  bank- 
ers clean  up  on  fees,  commissions  and 
trading  profits.  In  the  end  the  cycle 
collapses  and  the  investing  public  dis- 
covers its  briefly  high-flying  short- 
term  holdings  have  turned  into  long- 
term  losers. 

How  do  we  know  this?  In  Decem- 


Below  are  the  36  best  and  the  10  worst  performing  new  only  for  companies  with  12  months  of  earnings.  A 
issues  over  $1.  Price/earnings  ratios  were  calculated     negative  P/E  means  the  company  lost  money. 


 %  performano 


Date  of 

relative  to 

Offer 

P/E  at 

Current 

Company 

offering 

actual 

S&P's  500 

price* 

offering 

price 

Underwriters 

Entertainment  Marketing 

7/10/85 

281% 

236% 

S2.00 

40 

S  7.63 

Comiteau  Levine  &  Co 

Control  Resource  Industries 

8/  1/85 

230 

191 

5.00 

24 

16.50 

Steinberg  &  Lyman 

Insituform  Group 

4/16/85 

227 

169 

4.20 

12 

1375 

Rooney  Pace  Inc 

GridComm 

7/18/85 

213 

178 

6.00 

Neg 

18.75 

Gilford  Securities 

Radiation  Disposal  System 

6/13/85 

210 

162 

1.25 

NA 

3.88 

MH  Meyerson  &  Co 

Instructivision 

8/27/85 

200 

162 

1.50 

NA 

4.50 

Denton  &  Co 

Color  Systems  Technology 

8/  1/85 

173 

140 

5.00 

Neg 

13.63 

Whale  Securities 

Sonex  Research 

4/18/85 

153 

107 

5.00 

Neg 

12.63 

Rosenkrantz  Lyon  &  Ross 

j  *Per  share.      NA:  Not  available. 

Neg:  Negative. 

Sources 

Forbes.  Securities  Data  Co.  Institute  for  Econometric  Researd) 

L 
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SCOPE/WAK  3208E 


iEQ  technology 
las  created  a 
'postman"  who 
;an  sort  160,000 
etters  an  hour. . . 
ind  never  takes  a 
toffee  break. 


The  volume  of  mail  in  the  United 
States  has  reached  epic  propor- 
tions and  is  still  growing.  The  sort- 
ing and  re-sorting  process  for 
each  letter  represents  a  potential 
for  very  serious  bottlenecks  in  the 
timely  flow  of  mail. 

AEG  technology  has  come  up 
with  an  answer  to  the  problem. 
It  can  be  found  in  powerful  letter- 
sorting  systems;  systems  which 
can  handle  up  to  160,000  letters 
an  hour.  That  translates  into 
3,840,000  letters  per  day  or  an 
even  more  astounding  26,880,000 
pieces  of  mail  every  week! 

At  the  heart  of  these  innovative 
systems  is  AEG  advanced  OCR 
technology.  That  technology  has 
created  a  state  of  the  art  reader,  a 
device  which  takes  but  a  split 
second  to  read  an  entire  address. 

Over  1300  sophisticated  mail- 
sorting  systems  with  AEG  techno- 
logy have  been  installed  or  are 
scheduled  for  delivery  to  post 
offices  throughout  the  world. 


We  can't  control  rain,  sleet,  snow 
or  the  gloom  of  night ...  but  we 
have  shed  new  light  on  the 
problem  of  handling  huge  quanti- 
ties of  mail.  A  light  created  by 
advanced  technology  from  AEG. 

Advanced  technology  from  AEG: 
This  means  electrical  and  elec- 
tronic eg uipment,  systems  and 
installations  for  communication 
and  information,  for  industrial  and 
power  applications,  for  defence 
and  transport,  for  the  office  and 
the  home. 

AEG  Corporation 
Route  22-Orr  Drive 
Somerville,  NJ  08876 
Tel.:  (2  01)  722-98  00 
Telex:  833409 


AEG 


)u  can  find  AEG  in  111  countries  worldwide. 


ber  we  unveiled  Forbes'  IPO  survey 
(Forbes,  Dec.  2,  19H5),  tracing  the  per- 
formance of  2,800  new  interstate 
stock  offerings  from  January  1975 
through  June  1985.  We  also  ranked 
the  overall  performance  of  the  invest- 
ment bankers  who  brought  them  pub- 
lic. Forbes'  conclusion  is  that  new 
issues  are  great  moneymakers  for  in- 
vestment bankers,  but,  in  general, 


poor  long-term  investments  for  the 
public. 

Since  then,  with  the  help  of  the 
Institute  for  Econometric  Research  in 
Fort  Lauderdale,  Fla.  and  Securities 
Data  Co.  of  New  York  City,  we've 
updated  the  database  through  T985.  It 
now  contains  some  3, 100  public  com- 
panies, and  we've  traced  their  perfor- 
mance through  Feb.  6,  1986.  We've 


Top  1985  new  issues 


also  included  price/earnings  ratios  of 
the  IPOs  when  they  went  public,  and 
segmented  the  offerings  by  industry 
categories. 

Here  are  some  of  our  findings: 
•  Shcarson  Lehman  Brothers  raised 
more  money  than  anyone  else  in  1985, 
while  number  two  Merrill  Lynch 
missed  tyingfor  first  place  by  a  scant  S 1 
million  (see  table p  122).  Shearson  last 


Company 

Date  of 
offering 

 %  performance  

relative  to 
actual       S&P's  500 

Offer 
price* 

P/E  at 
offering 

Current 
price 

Underwriters 

PDA  Engineering 

1/18/85 

152% 

93% 

$7.25 

23 

$18.25 

Prudential-Bache 
LF  Rothschild 

JPM  Industries 

7/  1/85 

150 

120 

2.00 

Neg 

$  5.00 

loseph  McGivney 

Consolidated  Stores 

6/20/85 

141 

106 

7.25t 

31 

17.50 

Merrill  Lynch 
Prescott  Ball  &  Turben 

Sbarro 

5/  8/85 

140 

97 

10.37 

14 

24.88 

Prudential-Bache 

Enseco 

6/27/85 

131 

102 

6.50 

59 

15.00 

Ladenburg  Thalmann  &  Co 

Beebas  Creations 

9/18/85 

126 

89 

8.25 

15 

18.63 

Ladenburg  Thalmann  &  Co 

New  World  Pictures 

10/25/85 

125 

95 

7.50 

94 

16.88 

LF  Rothschild 

Autodesk 

6/28/85 

125 

97 

11.00 

24 

24.75 

LF  Rothschild 
Alex  Brown  &  Sons 

Centrafarro  Group 

1/14/85 

124 

71 

6.75 

17 

15.13 

LF  Rothschild 

To-Fitness 

6/28/85 

120 

93 

5.00 

NA 

11.00 

Meridian  Securities 

Chemclear 

10/10/85 

119 

85 

8.00 

35 

17.50 

DH  Blair  &  Co 

Union  Federal  S&L 

2/14/85 

113 

75 

8.75 

7 

18.63 

EF  Hutton 

Shearson  Lehman  Brothers 

HE  Ventures 

8/16/85 

113 

82 

2.00 

NA 

4.25 

Yves  Hentic 

Ten  c  i  ......  4  1 1 

1  >U  financial 

in/T  i  /oc 

1U/Z  1  /CK3 

112 

84 

/  .ZD 

1  3 

1  C  1C 

Kidder  reaDouy  oi  t„o 

Anitec  Image  Technology 

5/23/85 

109 

78 

1 1.00 

9 

23.00 

Smith  Barney  Hams  Upham 

r^nn^ldsnn  I  piLin  Ipnrpttp 

Circadian 

6/  6/85 

108 

81 

6.00 

46 

12.50 

Hambrecht  &  Quist 

Crossland  Savings 

107 

81 

y.uu 

*> 

L 

Salomon  Brothers 

Smith  Barney  Harris  Upham 

Paine  Webber 

Health  Images 

7/30/85 

106 

80 

2.00 

67 

4. 13 

Spectrum  Securities 

Praxis  Pharmaceuticals 

1/17/85 

104 

56 

1.50 

NA 

3.06 

Muller  &  Co 
Gaines  Berland 

Reebok  Intl 

7/26/85 

100 

76 

17.00 

14 

34.00 

Kidder  Peabody  &  Co 
Merrill  Lynch 

Spectra  Pharmaceutical 

12/  5/85 

100 

90 

2.00 

NA 

4.00 

Chapin  Davis  &  Co 

LSI  Lighting  Systems 

3/12/85 

100 

62 

12.50 

12 

16.63 

Drexel  Bumham  Lambert 
Ladenburg  Thalmann  &  Co 

Binghamton  Savings  Bank 

9/19/85 

99 

68 

8.75 

Neg 

17.38 

Alex  Brown  &  Sons 
First  Albany  Corp 

Amer  City  Bus  Journals 

7/18/85 

95 

74 

10.50 

53 

20.50 

Blunt  Ellis  &  Loewi 
George  k  Baum 

Braintree  Savings  Bank 

6/13/85 

86 

57 

10.50 

4 

19.50 

Moseley  Hallgarten  Estabrook 

Western  Fed  Sav  Bank 

2/14/85 

84 

51 

8.00 

3 

14.75 

Drexel  Burnham  Lambert 

Central  Sprinkler 

5/16/85 

84 

56 

12.75 

14 

23.50 

William  Blair  &  Co 

Mutual  Home  Fed  Sav 

1/27/85 

83 

45 

6.50 

NA 

11.88 

Self 

'Per  share    tAd|usted  for  2-for-l  split       NA:  Not  available    Neg:  Negative.  Sources:  Forbes;  Securities  Data  Co.;  Institute  for  Econometric  Research 
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year  was  a  top  manager  for  16  issues 
that  raised  $2,274  billion,  and  Merrill 
was  a  lead  honcho  for  33  issues  that 
pulled  $2,273  billion. 

•  While  1985  was  certainly  a  strong 
IPO  year,  it  did  not  bring  out  the  large 
crop  of  overblown,  superspeculative 
issues  that  surfaced,  say,  in  a  high- 
volume  boom  market  like  1982-83 
1983)-  In  fact,  a  single 


(Forbes,  Aug. 

Patrick  McDonnell 


pair  of  monster  offerings,  the  largest 
ever — an  $824  million  issue  by  Fire- 
men's Fund  and  Rockefeller  Center 
Properties'  $750  million  issue — ac- 
counted for  19%  of  the  $8  billion 
raised. 

•  By  industry  category,  the  most 
new  issues,  45,  came  from  savings  and 
banking  institutions,  which  brought 
in  $810  million,  another  10%  of  the 


year's  total. 

•  Last  year  saw  the  vigorous  rebirth 
of  real  estate  investment  trusts,  the 
industry  group  that  raised  the  most 
money.  Nineteen  REITs,  including 
Rockefeller  Center  Properties,  raised 
$2  billion.  But  the  results  for  inves- 
tors in  these  top  categories  were  quite 
different.  The  savings  and  banking  in- 
stitutions were  up  49%,  outperform- 


PI    'C\  T  ? 


The  worst  performers  over  $  1 


Company 

Date  of 
offering 

— %  performance  

relative  to 
actual       S&P's  500 

Offer 
price" 

P/E  at 
offering 

Current 
price 

Underwriters 

Cellufone 

11  7/85 

-78% 

-82% 

$5.00 

Neg 

$1.13 

Muller  &  Co 

Marconi  Telecommunications 

5/29/85 

-76 

-80 

3.13 

20 

0.75 

Shoenberg  Hieber  Inc 

Cardinal  Entertainment 

3/  8/85 

-75 

-80 

2.00 

Neg 

0.50 

SD  Cohn  &  Co 

CS  Television 

4/30/85 

-73 

-78 

2.50 

NA 

0.69 

First  Eastern 

Donny  Osmond  Entertainment 

1/16/85 

-73 

-79 

5.00 

NA 

1.38 

EJ  Pittock  &  Co 

First  Securities  of  Columbus 

Quantum  Diagnostics 

7/18/85 

-71 

-74 

3.00 

Neg 

0.88 

Broadchild  Securities 

Emery  Datagraphics 

4/24/85 

-71 

-76 

1.06 

Neg 

0.31 

EJ  Pittock  &  Co 

Video  Science  Technology 

3/  1/85 

-69 

-74 

2.00 

Neg 

0.63 

JF  Hoffman  Securities 

La  Delite 

8/  7/85 

-69 

-77 

7.50 

NA 

2.00 

Patten  Securities 

R2  Corp 

4/18/85 

-66 

-71 

2.00 

Neg 

0.69 

First  Florida  Securities 

"Per  share    NA:  Not  available    Neg:  Negative 

Source* 

Forbes;  Securities  Data  Co .  Institute  for  Econometric  Research. 

Top  ten  pennies 

These  are  the  best  performing  issues  of  $1  and  under  of  able  P/E  means  no  12-month  earnings.  Negative  P/E 
the  142  penny  stocks  brought  public  in  1985.  No  avail-     means  the  company  lost  money. 


Company 

Date  of 
offering 

 %  performance  

relative  to 
actual       S&P's  500 

Offer 
price" 

P/E  at 
offering 

Current 
price 

Underwriters 

Metcom 

3/21/85 

3,500% 

2,841% 

$0.01 

NA 

$0.36 

Western  Capital 

Metro  Funding 

6/12/85 

1,150 

979 

0.05 

NA 

0.63 

Self 

Asian  Equities 

4/26/85 

900 

733 

0.01  + 

NA 

0.10 

First  Philadelphia  Corp 

Sintech 

2/  5/85 

550 

428 

1.00 

NA 

6.50 

Friedman  Manger  &  Co 

Inter  Venture 

3/29/85 

525 

415 

0.10 

NA 

0.63 

Self 

Best  Buy  Drugs 

8/  1/85 

350 

300 

0.10 

100 

0.45 

|  Brooks  Securities 

fudicate 

3/21/85 

300 

224 

1.00 

Neg 

4.00 

MH  Meyerson  &  Co 

American  Foodworks 

3/  7/85 

300 

226 

0.01 

NA 

0.04 

)  Brooks  Securities 

Catalina  Capital 

91  6/85 

300 

250 

0.02 

NA 

0.08 

Alpine  Securities 

Razzmo  Industries 

8/16/85 

300 

245 

0.02 

NA 

0.08 

Alpine  Securities 

"Per  share    tTrading  as  a  unit 

NA:  Not  available. 

Neg.  Negative 

Sources 

.  Forbes; 

h'i  unties  Data  Co.,  Institute  for  Econometric  Research 

FORBES,  MARCH  10,  1986 


125 


ing  the  S&P's  500  by  36%  by  year's 
end.  But  15  of  the  19  REITs  were 
down,  a  cold  bath  for  investors  who 
bought  their  broker's  spiel  that  these 
were  a  safe  investment  that  would 
yield  7%  or  more. 

•  While  there  were  plenty  of  rotten 
new  issues  around  last  year  (about 
40%,  remember,  were  down  from 
their  offering  price),  there  was  not  as 


32      Wheat  First  Securities  6 


much  fluff,  in  terms  of  inflated  IVEs, 
as  in  some  years  past.  First  of  all,  only 
208  of  the  494  that  came  out  in  1985 
had  12-month  earnings  and  thus  P/Es 
that  were  calculable  ( 1 06  had  negative 
earnings  and  the  rest  no  12-month 
numbers).  Second,  the  average  P/E 
turned  out  to  be  a  relatively  low  25 
compared,  say,  with  an  average  45  for 
the  434  companies  with  earnings  in 


21  3  50  50  33 


1983.  Last  year,  in  fact,  marked  the 
lowest  average  P/E  ratio  for  IPOs 
since  1978's  average  of  14,  when  there 
was  just  a  dribble  of  public  interest  in 
new  issues  (only  68  came  to  market). 

•  Although  the  P/Es  were  not  out  of 
line,  there  were  other  signs  of  an 
emerging  speculative  fever  in  1985. 
Along  with  REITs,  the  penny  stock 
market  was  born  again.  It  had  all  but 
died  after  August  1983,  when  the 
new-issues  market  collapsed.  One 
hundred  forty-two  IPOs  with  prices  of 
$1  or  less  went  public  in  1985,  and 
they  were  definitely  not  for  conserva- 
tive investors.  As  the  table  on  page 
125  shows,  only  one  of  the  top  ten 
penny  performers,  Best  Buy  Drugs,  a 
Florida  retail  chain  with  1 1  stores, 
even  had  a  P/E,  and  that  was  100 
times  earnings. 

There  also  was  stepped-up  activity 
at  some  of  the  hot  new-issues  firms 
whose  records  show  them  to  be  long 
on  hype  and  short  on  substance.  (To 
measure  consistency  and  perfor- 
mance quality,  Forbes  looked  at  the 
percentage  of  an  investment  banker's 
new  issues  that  managed  to  outper- 
form the  Standard  &  Poor's  500.) 
Some  of  the  poorest  long-term  per- 
formers by  this  measure  showed  a 
burst  of  activity  again  last  year.  Sig- 
nificantly, the  top-performing  new-is- 
suer for  1985  was  Rooney  Pace  (see 
table,  left).  But  while  six  out  of  seven  of 
Rooney  Pace's  1985  new  issues  out- 
performed the  S&P's,  the  firm's  long- 
term  performance  is  dismal.  Only 
14%  of  its  new  issues  through  1984 
have  outperformed  the  S&P's. 

The  ten  top-performing  new  issues 
for  1985  also  demonstrated  the  pub- 
lic's growing  appetite  for  the  specula- 
tive (see  table,  p.  122).  Four  of  the  is- 
sues— Sonex  Research,  a  combustion 
engine  research  firm  with  granted  and 
pending  patents  on  its  technology; 
GridComm,  which  is  developing  new 
data  transmission  technology;  J. P.M. 
Industries,  an  aspiring  financial  ser- 
vices company;  and  Color  Systems,  a 
company  that  converts  black-and- 
white  movies  to  color — were  losing 
money  when  they  went  public. 

Two  others — Radiation  Disposal 
System,  a  developer  of  waste  disposal 
technology,  and  Instructivision,  an 
education  software  developer — did 
not  have  a  history  of  earnings  from 
which  to  calculate  a  P/E. 

The  number  one  performer,  Enter- 
tainment Marketing,  which  distrib- 
utes consumer  electronics  products 
such  as  stereos  and  televisions,  most 
recently  had  a  P/E  of  38. 

So  here  we  go  again.  The  public  is 
off  to  the  races  and  will  end  up  taken 
to  the  cleaners.  ■ 


33 

Kidder  Peabodv  &  Co 

14 

10 

_2 

30 

42 

28 

34 

SD  Cohn  &  Co 

5 

-3 

-19 

40 

20 

20 

35 

Vanderbilt  Securities 

6 

20 

3 

NA 

50 

16 

i — — 

Dillon  Securities 

5 

-43 

-50 

25 

20 

0 

NA;  Not  available. 


The  year's  best  performances 


Investment  bankers  with  five  or  more  issues  are  ranked  by  the  percentage  of 
their  IPOs  that  outperformed  the  S&P's  500.  Ties  were  broken  by  the 
percentage  of  issues  with  actual  gains.  "Long  term"  is  the  percentage  of 
issues  from  1975  through  1984  outperforming  the  S&P's. 


Rank 

Underwriters 

Number 
of  issues 

— %  performance — 
relative  to 
actual     S&P's  500 

— %  of  issues  with  gains — 
Long                    relative  to 
term        actual     S&P's  500 

1 

Rooney  Pace  Inc 

7 

61% 

36% 

14% 

100% 

85% 

L 

Drexel  Burnham 

1  o 

34 

18 

50 

94 

83 

3 

Morgan  Stanley  &  Co 

O 

29 

12 

40 

83 

83 

4 

Ladenburg  Thalmann 

9 

48 

29 

21 

88 

77 

5 

Alex  Brown  &  Sons 

7 

42 

21 

30 

100 

71 

0 

Stuart  James 

7 

1 

68 

44 

50 

85 

71 

/ 

Lr  KOtnscnua 

7 

f 

78 

46 

21 

71 

71 

Q 

o 

William  tsiair  cs.  co 

7 

1 

23 

6 

63 

71 

71 

9 

M.oseley  Hallgarten 

6 

44 

29 

27 

83 

66 

10 

EF  Hutton 

12 

38 

19 

45 

75 

66 

1 1 

Salomon  Brothers 

Q 
O 

35 

17 

60 

75 

62 

Merrill  Lynch 

'X'X 

30 

23 

39 

75 

60 

1 1 

J  Brooks  Securities 

c 

J 

138 

101 

50 

60 

60 

14 

Steinberg  &  Lyman 

5 

77 

55 

NA 

60 

60 

15 

First  Albany  Corp 

5 

27 

15 

20 

60 

60 

16 

Hambrecht  &  Quist 

7 

32 

14 

26 

57 

57 

17 

Shearson  Lehman  Bros 

16 

22 

6 

50 

62 

56 

18 

Dean  Witter  Reynolds 

9 

12 

_2 

42 

77 

55 

19 

Donaldson  Lufkin 

9 

24 

9 

35 

66 

55 

20 

Bear  Steams  &  Co 

11 

19 

7 

39 

63 

54 

21 

Paine  Webber 

11 

31 

13 

43 

63 

54 

22 

Smith  Barney 

13 

29 

31 

30 

69 

53 

23 

First  Boston  Corp 

10 

18 

27 

42 

70 

50 

24 

Advest  Inc 

8 

14 

2 

40 

62 

50 

25 

DH  Blair  &  Co 

15 

8 

-6 

35 

60 

46 

26 

Prudent  ial-Bache 

11 

24 

4 

32 

45 

45 

27 

Patten  Securities 

7 

15 

-2 

28 

57 

42 

28 

Blunt  Ellis  &  Loewi 

5 

23 

11 

50 

40 

40 

29 

Lazard  Freres 

8 

16 

2 

66 

75 

37 

30 

Goldman  Sachs  &  Co 

14 

9 

-4 

42 

42 

35 

31 

Blinder  Robinson 

6 

27 

8 

10 

83 

126 
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Sothe 
customer  asked, 
"Is  there  a  computer 
powerful  enough  to 
automate  manufacturing, 
crunch  out  numbers 
for  engineering, 
mtegratealour 
computer  equipment 

and  help  us 
kick  the  pants 
off  our  competition?" 

And  we  said... 


TfehereT 


TheDPS90,HoneyweUs 
most  powerful  information 
processing  system.  We  designed 

the  DPS  90  to  help  large,  multi- 
plant  companies  improve  efficiency 
by  integrating  their  manufacturing 
and  management  systems. 

As  a  management  tool,  the 
DPS  90  can  keep  you  abreast  of 
what's  happening  in  all  parts  of 
!  your  company —right  down  to  the 
;  factory  floor.  It  helps  with  produc- 
i  tion  control,  financial  analysis, 
i  market  planning  and  more. 

This  increased  control  can 
benefit  the  company  in  a  variety  of 
ways,  from  reduced  costs  and 
inventory  to  improved  quality  and 
6  productivity. 

The  DPS  90  can  integrate 
the  broad  spectrum  of  business 
data  processing  and  data  manage- 
ment activities,  while  providing 


the  computational  horsepower 
to  handle  the  engineering  and 
scientific  workload  as  well. 

What's  more,  the  DPS  90  is 
exceptionally  reliable.  It  is  available 
as  a  completely  redundant  system 
to  provide  you  with  a  constant 
source  of  computer  power. 

If  that  sounds  like  what  your 
company  needs,  we'd  like  to  start 
working  together  with  you. 

Since  Honeywell  designs 
and  manufactures  computer, 
communications  and  control 
systems,  we  understand  what  it 
takes  to  make  them  work  together 
intelligently.  We'll  start  from  scratch 
or  add  to  your  existing  equipment 
step  by  step.  And  we'll  service  any 
part  of  the  systems  we  develop, 
including  equipment  from  other 
manufacturers. 

Call  800-328-5111,  ext.  1558. 


Together,  we  can  find  the  answers. 

Honeywell 


The  Up  &  Comers 


Strategy 


Pittsburgh's  little  waste  hauler  Chambe?rs 
Development  Co.  was  suddenly  forced  into 
partnership  with  its  well-capitalized  rival. 
Too  bad  for  the  big,  tough  rival. 

The  Pittsburgh 
story 


By  Richard  Morais 


IN  THE  GARBAGE-HAULING  busi- 
ness, the  big,  heavily  capitalized 
companies  usually  trash  the 
small,  family-run  haulers.  But  not  in 
Pittsburgh.  "We  have  very  definitely 


been  losing  market  share  in  the  Pitts- 
burgh area,"  concedes  Cecil  Medrick, 
Pittsburgh  district  manager  for  $1.1 
billion  (revenues)  Browning-Ferris  In- 
dustries. His  nemesis  is  little  Cham- 
bers Development  Co.,  whose  sales 
have  compounded  at  36%  a  year  for 


five  years,  to  $20.2  million  last  year, 
and  whose  market  value  has  expand- 
ed by  55%,  to  $66  million,  since  it 
went  public  last  September. 

Chambers  was  founded  and  is  run 
by  John  Rangos  Sr.,  56,  who  looks  like 
he  could  lift  one,  maybe  two,  of 
Chambers'  127  garbage  trucks,  or  at 
least  play  defensive  lineman  for  the 
Pittsburgh  Steelers  back  in  their  win- 
ning days. 

Rangos  learned  the  garbage  busi- 
ness from  the  ground  up — building 
landfills  for  utilities  and  hauling  fly 
ash  in  the  1960s.  In  1969  he  and  a 
partner  bought  Chambers.  But  soon 
after,  his  partner  sold  out  to  Rangos' 
primary  competitor,  Browning-Ferris. 

"There  was  some  controversy  over 
the  matter,"  recalls  Rangos  tersely. 
"Later  we  reached  an  agreement  that 
prevented  us  from  being  in  the  com- 
mercial [garbage  collection]  business 
in  Allegheny  County  for  five  years." 
As  part  of  the  agreement,  BFI  handed 
Chambers  its  half  of  the  venture's 
142-acre  landfill  in  nearby  Monroe- 
ville — in  retrospect,  a  blunder  on  big 
BFI's  part. 

When  you're  small  fry  like  Cham- 
bers up  against  a  Goliath  like  BFI,  you 
must  jab  thoughtfully  at  your  adver- 
sary's vital  organs.  Chambers'  non- 
compete agreement  with  BFI  expired 


Chambers  Development's  John  Rangos  Sr. 
Tough  tactics  for  a  tough  business. 


Kenneth  KjutTrrun 
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in  1979.  Scon  after,  Pittsburgh  put  the 
city's  dumping  contract,  held  by  BFI, 
up  for  bid.  Rangos  was  ready  to  jab.  He 
knew  that  under  BFI's  contract,  the 
city  trucks  first  collected  garbage, 
then  dumped  it  at  BFI's  transfer  sta- 
tion in  Pittsburgh,  where  the  trash 
was  compacted.  From  the  transfer  sta- 
tion, BFPs  trucks  hauled  the  trash  to 
BFI's  landfill  outside  town.  For  all 
that  compacting  and  movement,  BFI 
was  charging  $11.21  a  ton  when  the 
contract  expired. 

Rangos'  bid  was  simplicity  itself. 
Since  modern  garbage  trucks  them- 
selves compact  trash,  he  said,  why 
shouldn't  the  city  trucks  bypass  BFI's 
transfer  station  and  drive  directly  to 
Chambers'  landfill — the  one  BFI  had 
ceded — where  Rangos  would  charge 
them  a  tipping  fee  of  just  $4.12  a  ton. 
Chambers,  no  surprise,  won  the  con- 
tract, and  still  has  it.  It  has  helped 
him  expand  in  Allegheny  County,  at 
BFI's  expense,  and  into  the  South, 
where  Chambers  is  becoming  serious 
competition  for  Waste  Management. 

BFI's  Medrick  grouses  that  Cham- 
bers' bids  are  so  low  as  to  be  nearly 
profitless.  But  that  doesn't  square 
with  Chambers'  reported  earnings:  $3 
million  last  year,  an  aftertax  profit 
margin  of  15%,  which  compares  with 
BFI's  10%  margin. 

Chambers'  secret,  according  to 
Rangos,  is  tight  management  that  has 
made  Chambers  the  lower-cost  pro- 
ducer. For  example,  Rangos  says, 
Chambers'  drivers  are  given  routes  ar- 
ranged by  a  proprietary  software  pack- 
age that  lists  mall  entrances  that  save 
the  most  time  and  are  the  most  cost 
efficient.  Drivers  also  carefully  moni- 
tor how  full  the  bins  are  and  schedule 
pickups  accordingly.  "We  didn't  de- 
stroy our  profit  base  to  go  after  any 
work,"  growls  Rangos. 

Pittsburgh's  garbage  collection 
business  is  a  jungle,  as  it  is  in  much  of 
the  country  (Forbes,  Oct.  21,  1985). 
Charges  and  countercharges  of  brib- 
ery and  antitrust  violations — even 
garbage-related  murders — fill  the  air 
like  smog. 

Rangos  is  in  there  slinging.  In  1983 
Chambers  filed  a  complaint  in  U.S. 
District  Court,  charging  BFI  with, 
among  other  things,  fraud,  bid-rig- 
ging, price-fixing  and  bribery.  BFI  has 
countersued,  charging  that  Cham- 
bers, among  other  things,  conspired  in 
the  "prosecution  of  frivolous  and 
baseless  litigation  against  BFI." 

One  reason  for  the  lawsuits  is  that 
an  untarnished  image  can  translate 
into  good  business.  "We  want  to  be 
the  company  that  has  the  white  hat  in 
this  industry,"  says  Rangos. 

To  help  keep  his  company's  image 


bright,  Rangos  taps  Chambers'  Securi- 
ty Bureau  Inc.,  a  subsidiary  that  pro- 
vides guards  and  investigative  ser- 
vices, and  contributed  11%  to  Cham- 
bers.' 1985  pretax  earnings.  Through 
SBI,  Rangos  checks  the  backgrounds 
of  Chambers'  127  truck  drivers  for 
credit  and  criminal  histories.  This  is 
followed  by  a  polygraph  test  and  peri- 
odic urinalyses.  Tough  tactics  for  a 
tough  business. 

Thus  far,  Rangos'  smart  business 
and  shrewd  legal  strategies  are  paying 
off.  "They  [Chambers]  are  pretty  fair 
and  honest  business  people,"  says  a 
competitor,  Ray  Nicoletti  of  Mazzaro 
Coal  &.  Disposal  Co.  Nicoletti,  it 
should  be  noted,  is  also  named  as  a 
defendant  in  BFI's  countersuit.  Mean- 
while, the  74%  of  the  company  Ran- 
gos and  his  two  sons  own  is  currently 
worth  $49  million.  The  stock  sells  at 


16  times  last  year's  earnings,  and 
many  smaller  refuse  companies  are 
now  asking  Rangos  to  buy  them  out 
for  Chambers'  equity. 

But  it  is  hard  to  predict  the  end  of 
this  Pittsburgh  story.  Chambers'  debt 
already  comes  to  59%  of  total  capital. 
Hauling  contracts,  don't  forget,  are 
usually  negotiated  every  three  or  five 
years.  In  garbage,-  as  in  most  business- 
es, there  is  always  a  lean  and  hungry 
competitor,  a  would-be  Rangos,  sali- 
vating at  the  door. 

"In  this  business,  you  can  have  a  job 
today  that's  gone  tomorrow,"  warns 
Ray  Nicoletti,  Rangos'  admiring  com- 
petitor. Rangos  and  his  team,  Nico- 
letti adds,  "are  doing  a  good  job,  but 
they  could  get  overextended.  If  they 
don't  get  the  renewals,  they  might  not 
get  debts  paid  off  before  their  con- 
tracts are  taken  off  of  them."  ■ 


The  Up  &  Comers 


Strategy 


Unlike  his  friends,  who  put  their  fingers 
into  many  pies,  Sierra  Spring  Water  Co.  s 
Ritz  Naygrow  concentrated  his  attention 
on  a  single  pie  and  is  much  the  richer  for  it. 

Crazy  like 
a  hedgehog 


By  Hark  Clifford 


Y1  ou  have  to  have  been  an  or- 
phan, to  have  had  nothing,  to 
know  what  drives  me,"  says 
Ritz  Naygrow  of  the  $35  million 
(sales)  company  he  has  built.  "I  never 
want  to  be  poor  again." 

Naygrow,  65,  has  kicked  the  wolf  a 
good  distance  from  his  door.  The  mar- 
ket value  of  his  Sierra  Spring  Water 
Co.,  the  Sacramento,  Calif.-based  bot- 
tled water  company  Naygrow  started 
with  $6,000  in  the  early  1950s,  is  now 
up  to  $64  million.  Naygrow  and  his 
family  own  49%. 

As  Sir  Isaiah  Berlin  has  said,  the  fox 
knows  many  little  things,  while  the 
hedgehog  knows  one  big  thing.  In  this 


sense,  Naygrow  is  a  hedgehog,  whose 
one  big  thing  is  bottled  water. 

"All  my  friends  invested  in  ski  ar- 
eas, hotels,  real  estate,"  says  Nay- 
grow. "I  never  deviated." 

Fresh  from  World  War  II,  when  he 
was  a  shipfitter  in  the  Navy,  Naygrow 
went  to  work  for  Shasta  Beverage, 
selling  and  delivering  soda  in  Sacra- 
mento. He  also  helped  out  on  the  bot- 
tled water  side  of  Shasta's  business. 
That  was  an  education.  Says  Nay- 
grow: "The  worse  Shasta  treated  cus- 
tomers, the  more  business  it  got. 
They  would  delay  deliveries  a  week  or 
two,  then  give  out  lousy  water  dis- 
pensers, and  yet  they  kept  getting 
more  customers." 

Naygrow  thought  of  going  into 
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When  Warner 
demanded  a  portable  PC 
that  travels  light  and  thinks  big, 

Zenith  delivered. 


Presenting  the  Zenith  Z-171  PC— the  IBM  PC  ^compatible  laptop  that  delivers  fast  answers 
wherever  you  go! 

Warner  Publisher  Services  selected  the  Z-171  Portable  PC  to  help  its  traveling  sales  force  audit 
on-site  inventories  more  efficiently.  The  result?  Increased  magazine  and  book  sales  through  faster 
order  placement  and  delivery. 

Weighs  less  than  15  lbs. 

Built-in,  back-lit  LCD  display 

for  superior  readability 

•  Dual  5%  "floppy  disk 
drives 

•  Compatible  with  virtually 
all  IBM  PC  software 
Full  size  25-line  by  80- 
character  video  display 
Optional  built-in  modem 
Operates  on  AC  or 
optional  rechargeable 
battery  pack 

For  your  free  Information 
Kit  and  the  name  of  your 
nearest  Zenith  Data 
Systems  dealer,  call 
1-800-842-9000, 


When  Total  Performance  is  the  only  option. 


Sierra  Spring  Chairman  Ritz  Naygrow 


Sierra  President  Tom  Naygrow 
"If  hard  work  and  planning  are  luck,"  says  his  father, 
"then  we're  the  luckiest  bastards  you  ever  met." 


business  for  himself  ("I  didn't  see  how 
anybody  could  go  wrong,"  he  remem- 
bers), but  he  did  nothing  until  Shasta 
fired  him  in  1950 — when  it  learned  he 
was  planning  to  go  into  competition. 
Unable  to  secure  a  bank  loan,  Nay- 
grow and  his  then-pregnant  wife,  June 
(she  was  Sierra's  sales  force),  used 
most  of  their  savings,  $6,000,  to  make 
a  play  for  Shasta's  accounts.  Total  re- 
ceipts for  their  first  day:  65  cents. 

But  they  stayed  at  it,  slowly  devel- 
oping a  customer  base  in  the  Sacra- 
mento area  that  generated  enough 
cash  flow  to  acquire  other  little  water 
bottling  and  distribution  companies. 
His  son  Tom,  now  38  and  Sierra's 


president,  recalls  that  Naygrow 
would  take  the  family  in  the  Army 
surplus  jeep  he  drove  for  16  years, 
visiting  bottled  water  companies  that 
he  would  try  to  buy.  "We  ate  a  lot  of 
Hamburger  Helper,"  says  Tom. 

Naygrow  looked  for  little  water 
companies  that  treated  their  custom- 
ers as  badly  as  his  former  employer, 
Shasta,  had.  Firms  that  didn't  answer 
the  telephone  during  the  lunch  hour 
were  great.  Those  that  refused  to  de- 
liver water  to  inconveniently  situated 
customers  were  even  better.  After 
buying  such  companies,  Naygrow  ele- 
vated customer  service,  hardly  diffi- 
cult, and  introduced  cost  controls  and 


economies  of  scale. 

"Give  the  customer  what  he  wants, 
and  don't  deviate  from  your  busi- 
ness," counsels  Ritz.  "It's  about  as 
basic  a  lesson  as  you  can  get."  As  cash 
flows  improved,  usually  dramatically, 
Naygrow  paid  off  the  purchase  price. 

Naygrow  was  determined  to  pro- 
vide his  son  Tom  with  the  fatherly 
guidance  he  had  missed  as  a  child — 
and  provide  himself  with  a  successor. 
He  put  Tom  to  work  mopping  floors 
and  emptying  trash  cans  for  Sierra 
when  he  was  14.  He  rode  the  boy 
pretty  hard.  "My  father  would  leave 
paper  clips  under  the  desk  and  in  out- 
of-the-way  places,"  Tom  says.  "He 
was  always  testing  me." 

But  the  method  seems  to  have 
worked.  Tom  was  about  to  enter  law 
school  in  1970  when  he  helped  settle 
a  wildcat  strike  at  a  Sierra  operation 
in  Nevada.  Rather  than  go  on  to  law 
school,  he  threw  in  with  his  father. 
He  became  president  in  1980. 

With  bottled  water  companies  ser- 
vicing customers  in  18  states,  Sierra 
now  ranks  third,  in  terms  of  sales,  in 
the  national  bottled  water  market  be- 
hind McKesson  and  Beatrice,  each 
with  sales  of  about  $150  million. 

Naygrow  believes  the  bottled  water 
business,  like  the  beer  business  a  cou- 
ple of  years  ago,  is  in  its  final  stages  of 
consolidation.  Thanks  to  Hamburger 
Helper  and  a  wife  who  didn't  mind 
doing  without,  Naygrow  has  built  an 
equity  base  that  should  enable  Sierra 
to. exploit  the  opportunities  this  con- 
solidation throws  his  way. 

In  May  1984  Montgomery  Securi- 
ties and  Sutro  &  Co.  sold  24%  of 
Sierra  to  the  public  for  $6  million, 
with  which  Naygrow  paid  down  debt. 
Turned  on  by  the  beauties  of  public 
equity  (free  long-term  capital,  more 
than  one  astute  businessman  has 
called  it),  Naygrow  returned  to  the 
trough  last  summer,  and  sold  another 
27%  of  Sierra  for  $17.9  million.  He 
repaid  $13.4  million  in  debt  and  used 
the  balance  to  make  nine  more  acqui- 
sitions. The  stock  market  clearly 
doesn't  mind  the  dilution.  Debt  is 
about  50%  of  total  capital,  and  Sierra 
earned  just  39  cents  a  share  last  year. 
But  the  stock  sells  at  24  times  those 
earnings.  Thus,  Naygrow  can  now 
make  acquisitions  with  Sierra  paper, 
rather  than  Sierra  cash  and  debt. 

With  the  family  owning  over  $30 
million  in  Sierra  stock,  Naygrow  has 
probably  achieved  his  goal  of  never 
being  poor  again.  Why  shouldn't  he 
crow  about  the  achievement? 

"People  will  say  we're  lucky,"  he 
says.  "If  hard  work  and  planning  are 
luck,  then  we're  the  luckiest  bastards 
you  ever  met."  ■ 
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Its  earnings  are  gorgeous,  and  Wall  Street 
loves  the  stock.  But  there's  a  blemish  on 
Terrence  Murray's  bank. 

Who  was  minding 
the  shop? 


By  Hark  Clifford 


When  it  comes  to  fast-track- 
ing  bankers,  J.  Terrence  Mur- 
ray is  in  a  class  apart.  At  46, 
the  cigar-chomping  chairman  and 
chief  executive  officer  of  Fleet  Finan- 
cial Group  of  Providence,  R.I.  heads 
one  of  the  most  profitable,  aggressive 
and  rapidly  expanding  regional  banks 
in  the  country.  Not  only  was  Fleet 
one  of  the  first  banks  in  the  U.S.  to 
adopt  a  corporate  holding 
company  structure,  but 
the  bank  currently  tops 
the  Keefe,  Bruyette  & 
Woods  research  house's 
banking  honor  roll  for  the 
industry's  highest  com- 
pound growth  rate  over 
the  past  ten  years  (25.2%). 

Fleet  got  that  way  by  ac- 
quisition and  diversifica- 
tion. Since  the  early  1970s 
Fleet  has  used  its  holding 
company  structure  to 
broaden  into  everything 
from  real  estate  lending  to 
consumer  finance  and 
venture  capital,  operating  through 
321  offices  in  33  states. 

The  strategy  has  paid  off  handsome- 
ly. With  $7  billion  in  assets,  and  a 
plan  to  make  it  grow  to  $15  billion  by 
1990,  Fleet  now  boasts  a  1.38%  return 
on  assets  and  an  even  more  impres- 
sive 19%  return  on  shareholder  equi- 
ty— among  the  best  in  the  industry. 
Meanwhile,  loan  losses  have  been 
held  to  a  respectable  1.68%. 

A  pretty  picture?  Not  quite.  It 
seems  that  while  Murray  had  his  eye 
on  the  far  horizon  for  growth  opportu- 
nities, he  wasn't  keeping  close 
enough  tabs  on  his  colleagues  and 
subordinates  in  the  mortgage  loan  de- 
partment. Now  ten  Rhode  Islanders, 
including  officials  at  the  state  hous- 


ing agency,  a  governor's  aide  and  a 
former  Speaker  of  the  Rhode  Island 
House  of  Representatives,  are  under 
indictment  on  charges  ranging  from 
conspiracy  to  file  false  documents  to 
embezzlement.  Also  indicted  are 
three  of  the  bank's  loan  officers,  two 
of  whom  are  vice  presidents. 

At  the  heart  of  the  scandal  is  what 
Murray  admits  was  a  "cozy"  relation- 
ship between  Fleet  and  the  Rhode  Is- 
land Housing  &  Mortgage  Finance 


Corp.  (RIHMFC).  Known  to  Provi- 
dence politicos  as  "the  favor  factory," 
RIHMFC  was  set  up  in  1973  to  aid 
low-income  home  buyers  with  low- 
interest  mortgages.  Commercial 
banks  like  Fleet  were  used  to  adminis- 
ter the  funds.  An  investigation  under 
the  supervision  of  former  U.S.  Attor- 
ney General  Griffin  Bell  says  that 
RIHMFC  soon  became  Fleet's  "most 
valuable  customer,"  contributing 
over  $1  million  annually  in  revenues 
from  income  on  more  than  8,000 
mortgages  and  trustee  fees  on  the 
management  of  $964  million  in 
RIHMFC  housing  finance  bonds. 

It  was  easy  money  that  apparently 
proved  too  much  for  Fleet's  mortgage 
loan  officers,  as  they  allegedly  began 


using  RIHMFC  funds  to  enrich  them- 
selves and  their  cronies  by  buying  or 
refinancing  dwellings  at  below-mar- 
ket  rates  of  8.5%  to  10%.  In  all,  more 
than  250  RIHMFC  mortgages  went  to 
Fleet  employees,  although  the  Bell  re- 
port cites  only  1 1  as  improper. 

"It  was  an  unhealthy,  unbusiness- 
like relationship,"  complains  Edwin 
Krause,  RIHMFC's  former  acting  ex- 
ecutive director,  of  the  ties  between 
the  bank  and  the  agency.  Adds  Susan 
Moon,  supervisor  of  RIHMFC's  mort- 
gage department,  "With  other  banks, 
if  there  was  a  loan  that  exceeded  the 
selling  price  or  income  level  stan- 
dards, or  if  the  documentation  was 
improper,  we  made  them  buy  the 
mortgage  back.  If  there  was  a  problem 
with  a  Fleet  loan,  we  were  told  by 
higher-ups  just  to  put  it  through." 

One  of  those  loans  went  to  Mur- 
ray's own  parents-in-law,  Daniel  and 
Pauline  Young.  In  1984  they  received 
a  $56,000,  8.5%  RIHMFC  loan  via 
Fleet  to  help  buy  a  condominium  in 
Warwick,  R.I. 

Murray  told  Forbes  that  he  knew 
nothing  of  the  Young  transaction  un- 
til later  on.  But  just  prior  to  Fleet's 
issuance  of  the  RIHMFC  loan,  Murray 
personally  lent  his  in-laws  $20,000  of 
his  own  money  to  help  them  come  up 
with  a  downpayment  on 
the  condo,  taking  back  a 
second  mortgage  as  secu- 
rity. For  a  bank  that  as- 
pires to  a  national  pres- 
ence, such  cozy  deals  are 
unseemly  to  say  the  least. 

Murray  himself  sounds 
baffled  by  the  criticism  of 
his  bank's  ties  to 
RIHMFC.  "We  obviously 
have  become  the  whip- 
ping dog,"  he  complains, 
arguing  in  effect  that  his 
bank  has  been  caught  up 
in  one  of  Rhode  Island's 
periodic  convulsions  of  re- 
form. Yet  the  problems  in  Fleet's 
mortgage  department  do  not  seem  to 
stem  from  a  corrupt  political  environ- 
ment so  much  as  a  lack  of  effective 
corporate-level  oversight. 

For  now,  Fleet  Financial  is  riding 
high  despite  its  RIHMFC  woes.  Its 
stock  has  climbed  33%  in  the  past 
year,  and  was  recently  trading  at  a 
near-alltime  high  of  435/8.  And  the  in- 
dependent probe  of  Fleet's  troubles, 
commissioned  by  the  bank  and  issued 
before  Christmas  by  Griffin  Bell,  ex- 
onerated Murray  for  the  "significant 
institutional  failure"  that  was  taking 
place  under  his  nose.  But  one  can't 
help  but  recall  the  ancient  Greek  phi- 
losopher who,  while  striding  along 
gazing  at  the  stars,  fell  into  a  well.  ■ 
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The  Money  Men 


If  you  can 't  beat  the  market,  don  'tfeel  bad. 
Most  of  the  professionals  cant  beat  it,  ei- 
ther. Heres  the  reason. 


Winning  a 
loser's  game 


By  Richard  Phalon 


In  the  23  years  he  has  spent 
scouting  the  higher  reaches  of 
Wall  Street,  business  strategy 
consultant  Charles  Ellis  figures  he 
has  logged  "maybe  5,000  days"  as- 
sessing the  capabilities  of  many  of  the 
nation's  top  money  managers.  What 
has  he  concluded  about  the  profession 
from  all  these  labors? 

That  by  and  large  money  managers 
are  "tough,  clever,  tenacious,"  but  he 
is  underwhelmed  by  their  perfor- 
mance. Ellis  reckons  that  nearly  two 
out  of  every  three  professionally  man- 
aged funds,  measured  cumulatively 
over  the  last  15  years,  have  failed  to 
do  as  well  in  equities  as  Standard  & 
Poor's  500  stock  average.  "The  fact 
is,"  says  Ellis,  "the  investment  man- 
agers are  not  beating  the  market.  The 
market  is  beating  them." 

How  to  explain  that  mediocrity  on 
the  part  of  people  who  are  "tough, 
clever,  tenacious"?  Ellis,  who  brings  a 
nice  blend  of  the  theoretical  and 
workaday  experience  to  the  topic, 
thinks  the  great  mass  of  money  man- 
agers have  failed  to  recognize  a  dra- 
matic change  in  the  market. 

Ellis  is  not  in  the  business  of  man- 
aging money,  but  of  advising  a  long 
list  of  blue-chip  institutional  clients 
on  business  strategy.  Managing  part- 
ner of  the  Connecticut-based  Green- 
wich Associates,  Ellis,  now  48,  first 
came  to  The  Street  in  the  early  Six- 
ties. In  those  days,  he  says,  beating 
the  game  was  no  great  shakes.  Institu- 
tional investors  accounted  for  only 
30%  of  the  market.  Now,  however, 
borne  on  a  flood  of  rising  cash  flow, 
institutional  investors  account  for 


what  Ellis  says  is  80%  of  the  market. 
The  institutions  have  virtually  be- 
come the  stock  market. 

So?  The  market  has  been  institu- 
tional for  a  long  time.  What's  new? 
What's  new,  Ellis  says,  is  that  the 
thousands  of  analysts  and  money 


managers  prowling  the  market  sweep 
up  most  of  the  bargains  before  they 
become  real  bargains.  The  market,  in 
short,  has  become  highly  efficient. 

Since  money  managers  spend  a  lot 
of  time  taking  in  one  another's  analyt- 
ical wash,  only  a  truly  perceptive  mi- 
nority can  consistently  get  the  edge  of 
superior  knowledge  over  the  rest  of 
the  mob.  Look  at  Forbes'  mutual  fund 
ratings.  Only  a  handful  of  managers — 
Lindner  Fund,  Sequoia  Fund  and  Mu- 
tual Shares — keep  popping  up  in  the 
winner's  circle. 

Further,  given  the  drag  of  manage- 
ment fees  and  other  costs,  it  takes 
about  1.6%  of  assets  for  the  average 
institutional  investor  to  keep  the 
joint  running.  Since  investors  demand 
an  equity  premium — a  premium  over 
the  risk-free  rate  of  return  for  choos- 
ing to  invest  in  stocks — a  money 
manager  has  to  wring  an  extra  25% 
above  the  historical  6%  equity  premi- 
um to  enable  his  client  to  keep  up 
with  the  market.  Ellis  thinks  that  the 
majority  of  money  men  find  grinding 
out  even  that  bare  minimum  "sur- 


Business  strategist  Charles  Ellis  of  Greenwich  Associates 
Not  trying  to  win,  but  trying  not  to  lose. 
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msingly  difficult." 

That  comes  as  no  great  epiphany  to 
levotees  of  the  efficient  market  the- 
)ry;  who  argue  that  the  anthill  army 
)f  analysts  at  work  have  made  the 
narket  so  efficient  that  it  is  unbeat- 
ible  over  the  long  haul.  You  can  beat 
:he  market  only  by  joining  it;  in  ef- 
ect,  by  replicating  it  with  a  portfolio 
)f  "index"  stocks. 

Ellis  brings  something  different  to 
:he  party.  He  thinks  there  are  rewards 
:o  be  had  in  taking  carefully  measured 
ibove-market  risks,  and  his  consult- 
ing work  has  given  him  an  unusual 
insight  into  where  the  money  men 
have  gone  wrong. 

Ellis  thinks  many  money  men 
would  do  better  if  clients  understood 
long-term  investing.  Corporate  pen- 
sion funds,  for  example,  are  often  ad- 
ministered by  in-house  bureaucrats 
whose  long-range  career  paths  lead  to 
other  jobs.  The  fund  is  just  one  more 
rung  up  the  ladder.  The  result,  says 
Ellis  in  his  new  book  [Investment  Poli- 
cy, How  to  Win  the  Loser's  Game,  Dow 
Jones-Irwin),  is  that  the  people  who 
hire  and  fire  the  money  managers  pre- 
fer noncontroversial  investment  poli- 
cies to  the  less  stereotyped  kind  of 
investing  that  alone  yields  superior 


Secretary  of  The  Interior. 

A  high-level  case  that's  up  to  organizing  any  job  you've  got.  Endless 
pockets  and  dividers  encourage  expansion.  And  of  course,  Hartmann's 
exterior  is  one  of  the  greatest  showcases  for  anything  interior. 


Send  (or  a  list  of  your  nearest  Hartmann  dealers.  Dept.  3 1  ^  I 
O  1985  Hartmann  Luggage.  Hartmann  Dr .  Lebanon,  TN  37087 
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We  don't  cut  corners. 


"We  need  an  office  automation  system  we  can  grow  with. 
How  about  a  word  of  encouragement?" 


"Harris." 


Fred  rich  Canror 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  information  about  Harris  long-term  office 
automation  solutions,  call  1-800-4-Harris,  Ext.  32. 


(23  HARRIS 
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The  Best  Of 
A  Bar  Made  Better. 


An  investment  today  in  gold 
should  be  considered  as  a 
form  of  insurance.  Just  as  a  cen- 
tral banks  reserve  of  pure  gold 
(995  or  purer)  insures  the  wealth 
of  a  nation,  pure  gold  can  insure 
your  financial  security  and  inde- 
pendence in  the  future. 

An  insurance  policy,  how- 
ever, is  only  as  good  as  what  or 
who  stands  behind  it.  There- 
fore, when  insuring  your  wealth, 
you  should  consider  the  advan- 
tages of  Gold  Maple  Leaf  coins 
from  Canada. 

Canada's  Gold  Maple  Leaf 
offers  many  advantages.  It  is 
recognized  throughout  the  world 
and  requires  no  costly  assay  at 
resale  to  determine  its  purity. 
Also,  a  portion  of  the  premium 
you  pay  over  the  price  of  gold  is 


recovered  on  resale. 

The  Gold  Maple  Leaf  is  the 
purest  gold  bullion  coin  in  the 
world  -  9999  fine  gold.  It  con- 
tains no  base  metals,  which  only 
add  weight  and  no  real  value. 
Rather,  it  contains  only  pure 
Canadian  gold. 

The  Government  of  Canada 
produces  the  Gold  Maple  Leaf 
and  guarantees  its  gold  content 
and  purity.  This  guarantee  is 
embodied  in  the  symbol  of  the 
country  -  the  maple  leaf.  The 
Gold  Maple  Leaf  is  legal  tender 
in  a  country  well-known  for  its 
stability,  independence,  and 
freedom. 

The  value  of  your  financial 
insurance  policy  can  be  found  in 
the  financial  pages  throughout 
the  world.  The  price  of  the  Gold 


Maple  Leaf,  which  contains  a 
minimum  of  one  ounce  of  pure 
gold,  is  directly  related  to  the 
dailyprice  of  gold. 

Therefore,  when  planning 
the  insurance  of  your  investment 
portfolio,  be  sure  to  consider  the 
advantages  of  Gold  Maple  Leaf 
coins.  After  all,  central  banks 
demand  a  guarantee  of  source 
and  purity,  and  so  should  you. 


lA  Ounce    1  Ounce    '/io  Ounce 


Canada's  Gold  Maple  Leaf 

THERE  IS  NO  SUBSTITUTE  FOR  PURITY. 

Call  800-331-1750  for  the  Gold  Maple  Leaf  Dealer  nearest  you. 
In  Nebraska  call  800-343-4300.  Ask  for  operator  #999. 


CanadS" 


Royal  Canadian  Monnaie  foyale 
Mint  canadienne 


results.  In  Ellis'  words,  they  seek  "the 
most  acceptable  near-term  balance 
between  desires  for  superior  returns 
and  avoidance  of  unusual  or  unortho- 
dox positions.  .  .  .  They  above  all 
.  .  .  avoid  distressing  risk  to  their  own 
careers." 

And  what's  happening  on  the  mon- 
ey managers'  side  of  the  portfolio? 
"The  very  same  thing,"  says  Ellis. 
"They  are  understandably  cautious, 
compromising  with  a  defensive  tilt, 
seeking  'not  to  lose'  over  a  three-to- 
five-year  time  horizon."  Says  Ellis  of 
the  corporate  types  who  choose  in- 
vestment managers:  "Most  of  these 
people  are  good  corporate  managers, 
but  they  act  as  any  ordinary  person 
with  a  minimum  of  investment  expe- 
rience would." 

In  short,  they  are  we — fated  to  buy 
high  and  sell  low  because  of  a  consti- 


"Thefact  is,"  says  Charles 
Ellis,  "the  investment 
managers  are  not  beating 
the  market.  The  market  is 
beating  them." 


tutional  inability  to  make  a  long- 
range  plan  and  stick  to  it.  The  psycho- 
logical and  tactical  hazards  of  the 
game  are  such,  Ellis  argues,  that  the 
number  of  investors  able  to  outdo  the 
market  over  long  periods  is  very  small 
indeed. 

Yes,  there  are  people  who  can  beat 
the  market  fairly  consistently.  Ellis 
bows  in  the  direction  of  such  stand- 
outs as  T.  Rowe  Price;  Warren  Buffett, 
chairman  of  Berkshire  Hathaway;  and 
the  Vanguard  Group's  John  Neff.  Ellis 
even  has  some  of  his  own  cash  run- 
ning with  Buffett  and  Neff,  whom  he 
puts  in  the  star-quality  Pantheon  of 
"maybe  20"  individuals.  Twenty, 
mind  you,  out  of  thousands. 

Ellis  advocates  what  he  calls  a  "cof- 
fee-can portfolio,"  a  term  he  borrowed 
from  Bob  Kirby  of  the  Capital  Group 
in  Los  Angeles  to  describe  a  cross  sec- 
tion of  the  U.S.'  best-managed  compa- 
nies held  for  the  long  pull.  You  can 
increase  .the  reward  potential  by  add- 
ing as  much  risk  in  the  shape  of  more 
volatile  stocks  as  you  feel  comfort- 
able with.  He  also  puts  in  a  good  word 
for  a  mix  of  well-managed  mutual 
funds  for  individuals. 

"It's  not  exciting,,"  chuckles  Ellis. 
"It  takes  the  fun  out  of  watching  the 
averages  and  quarterly  reports,  talk- 
ing to  friends  and  worrying  about  the 
market."  Maybe  you  prefer  the  fun  of 
doing  your  own  trading.  That's  okay, 
Ellis  says,  "but  it's  a  loser's  game. 
Don't  try  to  win,  try  not  to  lose."  ■ 
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A  History  of 
High  Returns 

This  traditional  income-oriented  fund  has  invested  in 
stocks  and  bonds  and  paid  a  dividend  every  quarter  since  its  launch  in  1946. 

More  recently,  each  of  the  last  five  years  has  shown 
double-digit  total  returns — including  28%  in  1985. 1 
(Of  course,  past  performance  is  no  guarantee  of  future 
results.)  •  No  sales  charge  •  Start  with  just ^vEofrs 
$1,000;  $500  for  IRAs 


Year 

Total  Return1 

1981 

10.76% 

1982 

29.09% 

1983 

25.85% 

1984 

10.62% 

1985 

28.71% 

I**™™  »  »  

Fidelity  Puritan  Fund  .  For  more  complete  informa- 

I  tion,  including  management  fees  and  expenses,  please  call  or  write  for  a  free 
I  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors 
I  Corporation  (General  Distribution  Agent),  P.O.  Box  660603,  Dallas,  TX  75266. 
|  '  Total  returns  for  each  of  the  last  five  years,  ending  12/31,  include  change  in  share 
price  and  reinvestment  of  all  dividends  and  capital  gains  distributions.  Figures 
update  p.  5  of  the  Fund's  prospectus.  Market  conditions  fluctuated  widely  over  the 
periods  shown,  although  in  1985  they  were  generally  up.  Total  return  for  the  five 
years  ended  12/31/85  was  156.19%  . 
Call  free  24  hours. 

1-800-544-6666 

In  Mass.  call  collect  617-523-1919 


L. 


ASK  ABOUT  OUR  IRAs 


FIDELITY 
INVESTMENTS 


FORB/PUR/031086 


"Just  thinking  about  office  automation 
gives  me  a  headache." 


"Take  two  aspirins  and  call 
Harris  in  the  morning." 
/ 


FOR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

Find  out  how  Harris  can  supply  the  cure  to  your  office 
automation  problems.  Call  1-800-4-Harris,  Ext.  33. 

JJ)  HARRIS 


Money  Men 


Would  you  buy  a  profitable  airline  at  less 
than  4  times  earnings?  How  about  the 
world's  largest  appliance  company  at  less 
than  7  times?  Look  in  Scandinavia. 


The  fjord  fund 


By  Laura  R.  Walbert 


Where  does  Kenneth  Ober- 
man,  the  55-year-old  manag- 
er of  the  $323  million  Oppen- 
heimer  AIM  Fund,  find  bargain 
stocks?  For  reasons  of  historical  acci- 
dent, Oberman's  heart  is  in  Scandina- 
via, and,  not  surprisingly,  a  lot  of  his 
money  is  there.  But  he  has  some  fi- 
nancial justification.  The  Swedish 
stock  market,  the  largest  portion  of 
the  Scandinavian  market,  is  cheap  in 
relation  to  corporate  earnings.  It  may 
have  some  real  value  to  capitalists, 
notwithstanding  Sweden's  pro- 
nounced welfare-state  leanings. 


The  AIM  Fund  invests  worldwide, 
and  of  the  whole  world,  Oberman,  a 
6-foot-7  former  hammer-thrower, 
seems  to  prefer  Scandinavia.  In  late 
January,  Oberman  had  47%  of  the 
fund  in  Scandinavia.  He  thinks  the 
Swedish  market  has  some  real  bar- 
gains right  now.  While  many  Europe- 
an markets  rose  to  record  highs  last 
year,  Sweden  simply  marked  time  for 
most  of  the  year. 

Indeed,  a  fairly  heavy  Swedish  posi- 
tion for  most  of  last  year  hurt  AIM's 
performance,  keeping  it  down  to  an 
outstanding  49%  return  for  1985, 
rather  than  the  130%  Oberman  could 
have  earned  if  he  had  invested  only  in 


Ice  pick 

There's  more  than  snow  up  near 
the  Arctic  Circle.  Scandinavia  also 

has  computer  and  can  makers, 
some  of  which  look  fairly  cheap. 

Company/ 

headquarters 

Business 

1985 
sales 
(millions)" 

1986 
earnings 
per  sharet 

Recent 
price 

P/E 

DDL/Copenhagen, 
Denmark 

Owns  2/7  of  Scandina- 
vian Airlines-$2,455' 

NM 

S50.002 

1795/s 

3.6 

DNL/Lysaker, 
Norway 

Owns  1li  of  Scandina- 
vian Airlines-$2,455' 

NM 

6.002 

19% 

3.3 

ElectroluxV 

Stockholm,  Sweden 

Home  appliances 

$5,325 

4.50 

295/s 

6.6 

Norsk  Data4/ 

Oslo,  Norway 

Minicomputers 

250 

3.60 

57% 

16.0 

Perstorp/ 

Perstorp,  Sweden 

Specialty  chemicals 

420s 

2.30  s 

205/8 

9.0 

PLM6/ 

Malmo,  Sweden 

Container  manufacturer 

480 

2.90 

20'A 

7.0 

mpany  or  based  on 
ndinavian  Airlines  in  i 
by  Sara  Lee.  Availal 
NM:  Not  meaningful 


30  exchange  rates.  tEstimates,  after  corporate 
ns  of  dollars.  ■'Year  ended  Sept  30.  3Not  related 
U.S.  American  Depositary  Receipts    "Year  ended 


Source:  Oppenlieimer  Management  Corp 


Oppenheimer  AIM  Fund's  Kenneth  Obenm 
Multiples  are  "almost  irrational." 

West  Germany.  Now,  Oberman  fig- 
ures he  is  poised  to  make  up  lost 
ground.  Why?  While  P/E  ratios  in 
France,  Germany,  Italy  and  the  U.K. 
range  from  12  times  earnings  upward, 
the  Swedish  market  stands  at  10. 

"If  you  don't  understand  the  na- 
tion's mentality,  you're  not  going  to 
do  well  in  the  stock  market,"  Ober- 
man says.  "I  think  that's  one  of  the 
reasons  I  don't  do  well  in  Japan." 

So,  what  does  Brooklyn-born  Ken- 
neth Oberman  know  about  Scandina- 
via? That's  a  funny  story.  During  the 
Korean  War  he  was  drafted  into  the 
U.S.  Army,  which  needed  someone 
who  spoke  Finnish  to  work  in  Helsin- 
ki. Since  his  mother  was  of  Hungarian 
descent,  Oberman  had  professed  on 
his  Army  forms  to  speak  Hungarian,  a 
linguistic  cousin  of  Finnish.  That  was 
close  enough  for  the  Army.  With  what 
he  calls  "enough  Hungarian  to  find 
the  men's  room  in  Budapest,"  Ober- 
man was  off  to  Finland. 

It  was  a  short  tenure  once  Ober- 
man's language  deficiency  was  re- 
vealed, but  long  enough  to  spark  his 
interest  in  the  area.  After  earning  de- 
grees in  economics  from  Berkeley, 
Oberman  studied  economic  history  at 
the  University  of  Stockholm.  Today, 
Oberman  has  a  summer  house  in  Fin- 
land but  not  much  command  of  Finn- 
ish. "When  I  go  to  the  market  to  buy 
strawberries,  I  can  bargain  them  down 
to  6  markkaa  instead  of  6.50,  but 
that's  about  as  far  as  I  go." 

But  you  don't  need  foreign  lan- 
guages to  pick  foreign  stocks.  Ober- 
man's investment  in  DDL  and  DNL, 
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OVERSEAS  UP  73  3% 


Jodi  Buren 


the  Danish  and  Norwegian  holding 
companies  of  Scandinavian  Airlines 
System,  is  a  play  on  falling  oil  prices 
as  well  as  an  investment  in  good  man- 
agement. After  a  reorganization  by  a 
new  Swedish  manager,  SAS  "went 
from  being  in  the  red  six  years  ago  to 
being  enormously  in  the  black,"  says 
Oberman.  With  a  P/E  ratio  of  less 
than  4,  and  with  Oberman's  expecta- 
tion of  more  healthy  earnings  growth, 
"The  multiple  you're  paying  for  it  is 
almost  irrational,"  he  says.  In  the  not 
quite  five  years  that  he  has  held  DDL, 
Oberman's  investment  has  grown 
eightfold. 

Any  country  as  resolutely  statist  as 
Sweden — it  even  has  a  law  forbidding 
parents  to  spank  their  children — can 
pose  hazards  for  capitalists.  It's  not 
unheard  of  for  Swedish  entrepreneurs 
to  flee  the  country  with  their  capital 
to  avoid  confiscatory  estate  taxes.  A 
lavish  welfare  system  is  a  drag  on 
incentives.  In  spite  of  these  dangers, 
though,  Oberman  considers  the  Swed- 
ish economy  basically  healthy.  Swe- 
den does  not  have  the  crippling  state 
ownership  of  business  that  still  af- 
flicts the  U.K. 

Which  Scandinavian  stocks  look 
tempting  today?  One  of  Oberman's 
recent  purchases  was  PLM,  a  "not  too 
spectacular"  Swedish  container  com- 
pany selling  at  a  P/E  of  7.  The  lure  is 
that  PLM  has  the  patent  on  a  new 
plastic  container  being  tested  by 
Coke.  Oberman  says  it  could  capture 
the  soda  can  market. 

Oberman  likes  to  put  stock  in  good 
management,  and  the  way  he  sees  it, 


#1  for  your  IRA 

flf^    Fidelity  Overseas  Fund 's  total  return  was 
^55$    73.3%  in  1985,  making  it  the  nation's  top- 
pr*fcti^f^   performing  fund/  This  foreign  stock  fund 
V^gfl^P^    see^s  international  growth  opportunities.  Of 
-qippr'       course  past  performance  is  no  guarantee  of 
future  results  and  the  fund  can  be  volatile.  Enjoy  easy  exchange 
among  30  different  funds.  Start  with  $500.  ($2500  for  regular 
investments.) 

'Total  return  for  the  period  12/31/84  to  12/31/85  includes  change  in  share  price,  reinvestment  of 
dividends,  capital  gains  distrihution  and  the  effect  of  the  3%  sales  charge,  updating  the  prospectus. 
Total  return,  life  of  fund  (12/4/84  to  12/31/85)  is  78.3% . 
'Ranked  by  Upper  Analytical  Services,  Inc. ,  which  monitors  over  900  funds. 


Fidelity  Overseas  Fund  IRA  •  For  more  complete  information, 

including  management  fees,  expenses  and  Overseas  Fund's  3%  sales  charge,  call  or  write  for  a  free 
prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation: 
General  Distribution  Agent,  P.O.  Box  660605,  Dallas,  TX  75266. 
Ask  about  non-IRA  investing,  too! 

c/nof^2  th/TV  r  r  s  FIDELITY 
1-800-544-6666 

In  MA  call  collect  617-523-1919 


INVESTMENTS 


FORB/OVEI/011086 


"We  just  installed  some  high-speed 
super-minicomputers  from  Harris." 


"The  fast  track  just  got  faster 

\  


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  details  on  how  our  information  systems  can  improve 
your  company's  performance,  call  1-800-4-Harris,  Ext.  12.  • 

2)  HARRIS 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus. 


New  Issue  /  February  5, 1986 

$250,000,000 

General  Motors  Acceptance 

Corporation 

8%%  Notes  Due  February  1, 1991 

Price  99.70%  and  accrued  interest  from  February  1, 1986 

Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained 
in  any  State  in  which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 

The  First  Boston  Corporation  Goldman,  Sachs  &  Co.  Merrill  Lynch  Capital  Markets 
Morgan  Stanley  &  Co.     Shearson  Lehman  Brothers  Inc.     Bear,  Stearns  &  Co.  Inc. 

Incorporated 

Alex.  Brown  &  Sons       Daiwa  Securities  America  Inc.       Deutsche  Bank  Capital 

Incorporated  Corporation 

Dillon,  Read  &  Co.  Inc.     Donaldson,  Lufkin  &  Jenrette     Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

E.  F.  Hutton  &  Company  Inc.         Kidder,  Peabody  &  Co.         Lazard  Freres  &  Co. 

Incorporated 

The  Nikko  Securities  Co.      Nomura  Securities  International,  Inc.  PaineWebber 

International,  inc.  Incorporated 

Prudential-Bache  L.  F.  Rothschild,  Unterberg,  Towbin,  Inc. 

Securities 

Smith  Barney,  Harris  Upham  &  Co.  Swiss  Bank  Corporation  International 

Incorporated  Securities  Inc. 

UBS  Securities  Inc.  Wertheim  &  Co.,  Inc. 

Dean  Witter  Reynolds  Inc.  Yamaichi  International  (America),  Inc. 


Scandinavia  has  plenty  of  it.  With  a 
home  market  of  fewer  than  23  million 
people,  Scandinavian  managers  long 
ago  realized  that  their  products  had  to 
compete  on  a  worldwide  basis.  One 
manager  that  Oberman  views  as  par- 
ticularly effective  is  Hans  Werthen, 
the  head  of  Sweden's  Electrolux,  the 
world's  largest  producer  of  home  ap- 
pliances. (Among  them  are  Eureka 
vacuum  cleaners,  but  not  Electro- 
luxes  in  the  U.S.)  The  company  has 
grown  to  more  than  $5  billion  in  reve- 
nues through  acquisition.  "There 
have  been  more  than  140  acquisitions 
and  every  one  of  them  has  given  the 
company  a  profit,"  Oberman  says. 

Over  the  border  in  Oslo  is  Ober- 
man's  largest  holding,  minicomputer 
maker  Norsk  Data,  with  $250  million 
in  sales.  "They've  just  announced 
their  14th  straight  year  of  45%  to  50% 


"If  you  don't  understand 
the  nation's  mentality, 
you're  not  going  to  do 
well  in  the  stock  market,' 
says  fund  man  Oberman. 
"I  think  that's  one  of 
the  reasons  I  don't  do 
well  in  Japan." 


growth  in  sales,  which  is  what  man- 
agement considers  the  maximum  rate 
one  can  grow  at  and  still  retain  con- 
trol over  the  operations  of  the  com- 
pany," says  Oberman.  "Every  year 
when  I  meet  them  they  say,  'We're 
getting  so  large  that  the  sales  growth 
will  have  to  slow  down  to  30% .'  Then 
each  year  they  make  an  exception  for 
one  more  year."  Norsk  Data  now  sells 
at  $57.75  a  share.  When  Oberman  first 
bought  it  six  years  ago,  it  was  at  less 
than  $1. 

Interested?  Be  careful.  The  Finnish 
market,  Oberman  warns,  is  danger- 
ously thin.  Falling  oil  prices  will  prob- 
ably hurt  Norway,  and  wage  disputes 
in  Sweden  keep  the  inflation  outlook 
there  uncertain.  Sweden  is  also  suffer- 
ing from  its  own  bout  of  takeover 
fever,  brought  on  in  part  by  the  death 
of  the  nation's  preeminent  business 
leader,  Marcus  Wallenberg.  "It's  not 
the  nice,  straightforward  market  it 
used  to  be,"  Oberman  says. 

How  will  Oberman  decide  when 
it's  time  to  pull  out  of  Scandinavia? 
When  the  fund  industry,  in  typical 
fashion,  overdoes  international  in- 
vesting. He  says,  "After  the  Scandina- 
vian fund,  the  Italian  fund,  the  Ger- 
man fund,  the  Swiss  fund  and  all 
these  funds  are  out,  then  I  will  go  80% 
into  U.S.  securities.  That  will  be  the 
right  time."  ■ 


ELEGANCE 


WITH  A  PURPOSE 


In  the  heart  of  Downtown 
Houston,  across  from  the  Texas  Commerce  Tower, 
Pennzoil  Place  and  Republic  Center.  Everything  an 
executive  needs,  proximity  to  the  business  center,  telex, 
three  or  four  telephones  in  each  room,  24-hour  room 
service.  Elegant,  yes  —  but  for  a  good  business  purpose. 
Downtown  Houston 's  personal  hotel. 


1§ 

iLANCASTER® 

701  Texas  Avenue  •  Houston,  Texas  77002  •  713/228-9500 
Outside  Texas  1-800-231-0336  •  Telex  790-506 
In  Texas  1-800-392-5566 


Vur  communication  costs  are 
going  through  the  roof." 


"They  wouldn  t  be  if  we  had  a 
Harris  microwave  system  on  it. 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  details  on  how  our  communication  systems  can  help 
bring  your  costs  down  to  earth,  call  1-800-4-Harris,  Ext.  16. 

{J)  HARRIS 
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"For  generations,  the  hard-working 
spirit  oFPennsylvanians  fueled  the 
economic  development  of  an  entire 
nation.  And  today  state  government 
is  ensuring  that  this  spirit  continues 
to  thrive. 

Through  our  customized  job  training 

Dick  Thornburgh, 
Governor 

©  1985,  Pennsylvania  Department  of  Commerce 


program,  we're  helping  Pennsylvania 
industries  identify  the  fields  m  which  new  job 
will  be  created— then  giving  workers  the  skills 
to  fill  them. 

"Our  Ben  Franklin  Partnership  brings 
the  forces  of  government  entrepreneurs  anc 
universities  to  bear  on  advanced  technology 


YXJR  BUSINESS 


/ 


OFQ 
JET  OF  TOOLS. 


I  providing  incubator  space,  start-up  capital, 
h  a  research  facilities  to  the  leading  edge 
i  mpanies  who  not  only  create,  but  also  pre- 
;  rve  jobs. 

"Already,  thousands  of  Pennsylvanians  have 
I  und  new  or  better  employment  through  these 
brts.  Most,  right  in  their  own  neighborhoods. 


"No  state  government  by  itself  can  influence  the 
course  of  the  American  economy.  But  whatever 
this  state  government  can  do  to  create  greater 
employment  will  be  done. 

"Because  the  most  important  investment 
a  government  can  make  is  an  investment  in  the 
human  spirit!' 


IAS  A  FRIEND  IN  FENNSYLWflA. 


lind  out  more  about  business  opportunities  in  Pennsylvania,  write  Jim  Pickard,  Secretary  of  Commerce,  433  Forum  Building,  HarrisburH,  PA  17120  Or  call  (717)  787  6500. 


The  Funds 


Smart  brokerage  customers  are  on  guard 
against  churning  of  their  accounts.  Fund 
customers  should  be  equally  watchful. 


High  churnover 


By  David  Henry 

WHAT  DOES  AN  INVESTOR  get 
for  a  lot  of  furious  trading? 
Sometimes,  good  perfor- 
mance. Sometimes,  bad  performance. 
Always,  trading  costs. 

This  point  is  simple  enough,  but  it 
is  missed  by  the  many  fund  investors 
who  overlook  the  turnover  rate  dis- 
closed in  the  fund  prospectus.  Turn- 
over is  defined  by  the  SEC  as  the  less- 
er of  sales  or  purchases  divided  by 
average  assets.  A  $50  million  fund 
that  buys  $50  million  of  stocks  and 
sells  $50  million  during  a  year  has  a 
100%  turnover  rate — high,  but  not  at 
all  uncommon  these  days. 

Is  a  100%  turnover  harmful?  It  cer- 
tainly has  that  potential.  Round-trip 
brokerage  commissions  can  run  about 
0.5%.  Hidden  transaction  costs  may 
double  the  effect.  All  told,  a  1%  hair- 
cut. So  a  100% -turnover  fund  has  to 
outperform  the  market  1%  a  year 
with  its  stock  picks  just  to  stay  in 
place.  Not  many  stock  pickers  are 
smart  enough  to  do  that  consistently. 

And  yet  the  market  churns  on.  Av- 
erage equity  fund  turnover  is  about 
75%  now,  says  Stephen  Berkowitz, 
president  of  financial  consultants 
Berkowitz,  Logue  &.  Associates,  Inc., 
up  from  about  25%  a  decade  ago.  Fi- 
delity Contrafund  ran  up  a  234% 
turnover  in  its  1984  fiscal  year,  cost- 
ing fund  members  a  disturbing  1 .34% 
of  their  assets  in  brokerage  costs 
alone.  Not  surprisingly,  Contrafund's 
13.9%  annual  return  over  the  past 
decade  didn't  keep  pace  with  the  mar- 
ket's 14.4%  return. 

Richard  Reilly,  vice  president  of  Fi- 
delity Management  &  Research  Co., 


says  that  paying  a  lot  of  attention  to 
turnover  misses  the  point.  "We  will 
not  let  concern  over  the  execution 
costs  stand  in  the  way  of  a  good  in- 
vestment decision,"  says  Reilly. 
"We're  not  going  to  be  penny-wise 
and  pound-foolish." 

Yes,  it  would  be  hard  to  criticize  the 
spending  of  50  cents  to  get  a  $50  stock 
that  goes  to  $100,  if  that's  what  hap- 
pens. But  what  if  the  fellow  on  the 
other  side  of  a  Contrafund  trade  is 
another  fund  manager?  They  can't 
both  outperform  the  market  with  this 
trade.  Between  them,  though,  they  are 
certain  to  underperform,  thanks  to 


commission  costs. 

To  be  sure,  not  all  high-turnover 
investors  do  poorly.  Forbes  honor  roll 
member  Fidelity  Magellan  has  an 
above-average  86%  turnover.  But  Pio- 
neer II,  another  honor  roll  member, 
has  a  turnover  of  only  18%.  On  bal- 
ance, there  seems  to  be  no  positive 
correlation  between  turnover  and  in- 
vestment performance,  according  to 
Berkowitz. 

Fund  customers  should  keep  an  eye 
on  brokerage  expenses,  which  vary 
widely  (see  table).  But  they  should  be 
aware  that  brokerage  is  only  the  tip  of 
the  iceberg.  Submerged  from  view  are 
other  transaction  costs:  the  market- 
maker's  bid/ask  spread,  which  occurs 
on  listed  stocks  as  well  as  over-the- 
counter,  and  the  tendency  of  prices  to 
move  away  from  an  investor  placing  a 
large  order.  Estimates  on  these  hidden 
transaction  costs  run  from  about 
0.6%,  round-trip. 

Brokerage  commissions  are  listed 
in  the  "statement  of  additional  infor- 
mation" that  comes  with  the  prospec- 
tus— but  only  if  you  ask  for  it.  Note: 
These  commissions  are  not  included 
in  the  expense  ratio  that  is  disclosed 
in  a  fund's  annual  report.  Nor,  of 
course,  are  hidden  transaction  costs 
disclosed  anywhere.  Both,  on  the  oth- 
er hand,  will  affect  the  fund's  total 
return,  which  is  readily  available. 

If  the  fund's  total  return  tells  all, 
why  not  ignore  details  like  expense 


Trading  at  a  price 


The  funds  with  high  annual  turnover  of  assets  are  trying  to  trade  their 
way  to  market-beating  results.  Sometimes  they  get  there.  Sometimes 
they  simply  run  up  big  brokerage  commissions. 


Per  $100  of- 


Fund 

Turnover 
rate 

net  assets 
com- 
missions expenses' 

Round-trip  - 
commission 
cost2 

 Performance3  

UP  DOWN 
 markets  

Fidelity  Contrafund 

234% 

$1.34 

$0.99 

0.60% 

C 

D 

lanus  Fund4 

183 

0.50 

1.03 

0.40 

B 

A 

Partners  Fund 

146 

0.57 

0.93 

0.44 

C 

A 

Growth  Industry  Shares 

42 

0.11 

0.95 

0.27 

B 

C 

Amcap  Fund 

18 

0.08 

0.69 

0.36 

B 

A 

Pioneer  II 

18 

0  1  1 

0.68 

0.44 

B 

A 

Hamilton  Funds 

14 

0.59 

0.89 

0.40 

C 

D 

Oppenheimer  Special 

9 

0.04 

0.94 

0.46 

B 

B 

Numbers  are  for  most  recently  reported  fiscal  year,  updated  in  some  cases  by  Forbes  'Does  not  include 
commissions.  2Does  not  include  dealer  markups  which  may  be  charged  in  lieu  of  commissions  3From 
Forbes  Sept  16,  1985  funds  survey,  for  performance  Sept.  30,  1976  to  June  30,  1985  Turnover  rate 
adjusted  to  exclude  government  bonds  to  make  comparable  with  other  funds. 

Sources:  Funds.  SEC;  Forbes. 
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How  do  you  plan  for  the  future  pick  the  right  products  and  get  the 

when  you  don't  know  what  the  most  from  each  one. 
future  will  look  like?  Creating  a  workable  financial 

We  can  help  you  find  a  plan  isn't  easy.  But  the  CM  Alliance 

way.  We're  the  CM  Alliance.  A  can  help  by  offering  you  a  unique 

group  of  leading  financial  com-  vantage  point.  And  that's  a  real 

panies  who  work  together  to  give  advantage, 
you  a  better  perspective  on  your  ^ 

We  offer  a  wide  range  of  Blue  The  {(13  Alliance 

Chip  protection  and  investment 

products.  From  life  and  disability  An  Alliance  of  Blue  Chip  Companies 

insiiranrP  tn  PrillitV  nrodlirK  Wp  Connecticut  Mutual  Life  Insurance  Company 

lUMUdllU:  LU  equiiy  piUUUtlb.  Wtj  Connecticut  Mutual  Financial  Services,  Inc. 

alSO  have  professional  adviSOrS  Diversified  Insurance  Services  of  America.  Inc. 

,  ,r  .11  C  M  .  Life  Insurance  Company 

whose  sole  purpose  is  to  help  you  urbeo.  inc. 


Without  vision,  you  don't  stay  Blue  Chip. 


-SMART  COMPANIES  CHOOSE  A  SMART  COMPANY  -1 

TOYS  "H"  US*  CALLED  \ 
MCI  BECAUSE 
COMMUNICATIONS  ARE  US. 

Selling  toys  is  anything  but  kid  stuff.  It  takes  a  lot  of  grown-up  smarts 
to  transform  Gobots  and  Cabbage  Patch  dolls  into  almost  $2  billion  in  sales. 
But  that's  exactly  what  Geoffrey®  the  Giraffe  and  the  folks  at  Toys  U5T  Us 
did  last  year.  By  putting  the  customer  first.  Just  like  MCI. 

MCI:  THE  SMART  CHOICE. 
In  just  a  few  short  years,  MCI  has  become  nothing  less  than  the  most 
modern  voice  and  data  communications  network.  Thanks  to  people  who,  when 
faced  with  a  problem,  see  it  as  an  opportunity  And  turn  it  to  your  advantage. 

THINK  OF  US  AS  BUSINESS  BUILDING  BLOCKS. 

Here  are  creative  systems  to  help  your  business  grow  (and  which  can 
grow  with  you).  From  the  unsurpassed  quality  of  MCI  Dial  "1"  Long  Distance 
Service  to  the  new  MCI  Prismf1  MCI  offers  call  detail  to  keep  your  billings 
organized.  So  you  get  everything  you  need  to  know  about  every  call  you  make, 
from  the  whos  and  whats,  to  the  whens  and  wheres. 

Custom  MCI  programs  can  help  your  company  run  more  efficiently  And 
that's  not  just  talk.  MCI  is  also  an  innovator  in  data  transmission.  To  turn  your 
computer  into  a  communicator,  as  fast  as  a  keystroke.  Making  us  not  merely 
user-friendly  but  user-useful. 

SMART  COMPANIES  CHOOSE  SMART  COMPANIES.  1 

Day  in,  day  out,  over  500,000  businesses  use  MCI  to  their  distinct 
advantage,  working  smarter  and  more  efficiently 

And  it's  not  just  the  mass;  it's  the  class.  407  of  the  FORTUNE  500, 394  of 
the  FORBES®  Net  Profits  500,  and  57  of  FINANCIAL  WORLD'S  60  Best- 
Managed  Companies. 

YOUR  CHOICE  IS  COMING  SOON. 

No  matter  what  your  size,  your  local  phone  company  will  ask  you  soon 
to  make  a  very  important  choice:  who  will  be  your  long  distance  company 
When  they  do,  remember  Toys  "51"  Us  didn't  toy 
around.  And  whom  you  can  play  safe  with,  too. 

SM  MCI  Piism  is  a  service  mark  of  MCI  Communications  Corporation 
®  MCI  is  a  registered  service  mark  of  MCI  Communications  Corporation 

©  MCI  Telecommunications  Corporation:  January  1986  ,  .   , .  .  _,      „  .  . 

»(■  --■red,,  -Remark  ol  Geoffrey  Inc.  \  \  7p  COT  TNT  Pi  RFTTFP  TO  RT  KTNTFQQ 
ibbagePatchKidsisaregisteredtrademarkofColecoIndustries.Inc  VV  L  JVJU1M-/  UL  I   1  Li\   1  W  D      J)  1 1  N  L-  JJ. 

•  ■  '*  '■  "  ■•     '  ■  •!>••!  TjuYnMrli  ol  Tonka  Corporation 


MCI 


ratios  and  commissions?  Because 
luck  plays  a  large  role  in  a  fund's 
results  for  any  given  year.  The  good 
luck  may  not  last.  The  deadweight 
loss  from  expenses  and  commissions, 
however,  is  very  likely  to  last,  in  good 
years  and  bad. 

Fund  operators  are  under  no  legal 
obligation  to  go  to  discount  brokers. 
What  does  your  fund  get  in  return  for 
patronizing  top-dollar  brokers?  The 
answers  range  from  efficient  execu- 
tion of  trades  to  smart  tips  from  ana- 
lysts. A  typical  confession  is  this  one, 
from  a  Fidelity  prospectus:  "We  have 


authorized  our  manager  to  work  with 
some  dealers  who  help  distribute  our 
shares  or  the  shares  of  Fidelity's  other 
funds."  In  short,  some  of  your  money 
may  be  used  indirectly  to  widen  the 
manager's  already  fat  profit  margin. 

The  sensitive  matter  of  such  "soft 
dollars" — concessions  from  brokers 
who  want  a  fund's  business — has  re- 
cently aroused  the  attention  of  the 
SEC,  says  Charles  Padgett,  an  SEC 
associate  regional  administrator,  and 
enforcement  actions  could  come 
within  a  few  months.  There  is  much 
for  the  SEC  to  look  at.  The  manager  of 


one  fund  run  by  a  brokerage  house,  for 
example,  boasted  to  Forbes  that  fun- 
neling  trades  to  the  parent  broker-  j 
dealer  saves  the  fund  money,  since 
the  broker  gives  the  fund  free  rent.  Is 
that  so  great?  It  simply  means  that  an 
overhead  item  that  ought  to  come  out 
of  the  manager's  fee  is,  in  fact,  buried 
in  transaction  costs  only  partly  dis- ! 
closed  in  an  obscure  supplement  to 
the  prospectus. 

An  SEC  investigation  may  help,  but 
the  best  cure  is  for  investors  to  buy  a 
high-turnover  fund  only  if  the  perfor- 
mance has  been  outstanding.  ■ 


Control  Data  is  selling  Ticketron  to  raise 
cash.  But  Ticketron  isnt  what  it  used  to  be. 


No  quick 
tix  fix 


By  Howard  Gold 


It  may  not  have  the  cachet  of 
jell-o  or  Kleenex  but,  like 
them,    Ticketron,  the 
first  computerized  ticket 
ing  service,  is  virtually  a 
generic  name  for  its  in- 
dustry. But  Ticketron  is 
not  what  it  used  to  be. 

Parent  company 
Control  Data,  which 
has  had  Ticketron  on 
the  block  since  Sep- 
tember, needs  to  pay 
back  $384  million  in 
bank  debt.  Analysts 
think  Ticketron  will  bring  in  about 
$150  million. 

Potential  buyers:  AMR  Corp.,  par- 
ent of  American  Airlines,  which 
wants  to  expand  its  Sabre  computer- 
ized reservation  system  (Forbes,  Dec. 
30,  1985);  Holiday  Corp.;  British 
American  Bank  Note  Inc.,  now  part  of 
Bell  Canada;  General  Electric  Com- 
mercial Credit  Co.;  General  Instru- 
ment Corp.'s  AmTote  division;  Bally 
Manufacturing  Co.;  and  some  region- 
al telephone  operating  companies. 
Bally  is  the  largest  operator  of  state 


John  Segal 

and  city  lotteries,  and  lottery  tickets 
now  account  for  over  two-thirds  of 
Ticketron's  $100  million  revenues 
and  roughly  three-quarters  of  its  $15 
million  to  $20  million  operating  prof- 
its. What's  hurting  is  Ticketron's 
original  business:  selling  tickets  in 
stores  and  over  the  phone  for  theaters, 
concerts  and  sports  events. 

In  the  last  three  years  Ticketron  has 
lost  half  the  market  in  Chicago  and 
southern  California  to  Chicago-based 
Ticketmaster,  an  aggressive  newcom- 
er heavily  bankrolled  by  the  Pritzker 


family.  When  the  Pritzkers  took  over 
Ticketmaster  in  1982,  Ticketron  had 
a  virtual  monopoly.  "Everyone 
thought  they  were  indestructible," 
says  Fredric  D.  Rosen,  onetime 
Pritzker  attorney  and  now  chief  exec- 
utive of  Ticketmaster. 

They  weren't.  In  1983  Ticketmas- 
ter moved  into  rock  concerts  and  got 
the  White  Sox  and  Cubs  games  in 
Chicago,  where  the  Pritzkers  have 
clout.  In  California  that  year  it  landed 
the  Forum,  home  of  the  Los  Angeles 
Lakers  and  a  popular  site  for  rock  con- 
certs, and  the  Long  Beach  Arena. 
"Ticketmaster  was  brand  new  and 
hungry,  and  it  made  a  lot  of  conces- 
sions," says  George  Matson,  Long 
Beach  general  manager.  Last  year 
Ticketmaster  took  two  sizable  Ticke- 
tron accounts  in  the  East:  Radio  City 
Music  Hall  in  New  York  City  and 
New  Jersey's  Meadowlands  sports 
complex. 

V        Ticketron  Senior  Vice  Presi- 
^    dent  Robert  Gorra  says  Ticket- 
W    master  is  taking  accounts  by 
■   guaranteeing  arenas  a  percent- 
age of  sales — perhaps  hundreds 
of  thousands  of  dollars — and  consum- 
ers are  footing  the  bill  with  service 
charges  as  high  as  $3.50  a  ticket. 

Sour  grapes,  says  Rosen,  who 
claims  Ticketron  in  fact  is  now  out- 
bidding him  for  contracts.  What  hap- 
pened, he  says,  is  that  Ticketron  lost 
touch  with  its  business.  He  claims 
Ticketmaster  works  more  closely 
with  arenas  to  promote  events  and 
keeps  ticket  booths  open  longer.  Says 
he:  "You  really  don't  understand  this 
business  until  you've  stood  in  line  for 
a  heavy-metal  concert  with  kids  with 
thumbtacks  in  their  foreheads." 

Meanwhile,  another  potential  play- 
er may  get  into  the  business:  Dallas- 
based  Southland  Corp.,  reportedly 
planning  to  sell  tickets  through  its  7- 
Eleven  stores.  "There's  going  to  be  a 
bidding  war  on  every  major  contract 
that  comes  up,"  admits  Gorra.  "The 
battle  lines  are  drawn."  ■ 
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Simply  the  best  motor  car  in  the  world. 
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For  information,  contact  your  local  authorized  dealer  or  the  national  Rolls-Royce  office  (1-800-851-8576). 
The  name  "Rolls-Royce"  and  the  mascot,  badge  and  radiator  grille  are  registered  trademarks.  ©Rolls-Royce  Motors  Inc.,  1986, 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


First  came  the  sleek  coffeemakers,  the 
grinders,  the  food  processors.  Now  Braun 
is  cutting  in  on  the  growing  $250  million 
electric  shaver  market. 

Styling  for 
the  masses 


Braun's  Peter  Waller 

Snob  appeal  isn't  enough. 


Maria  Robledo 


T|  here  is  even  rougher  competi- 
tion ahead  in  the  multibillion- 
dollar  U.S.  housewares  and  elec- 
tric shaver  business.  Braun  Inc.,  the 
marketing  affiliate  of  the  Gillette 
Co.'s  West  German  subsidiary  that 
makes  a  broad  range  of  sleekly  de- 
signed, high-quality  small  appliances, 
is  revving  up  a  $50  million  marketing 
offensive  to  push  more  of  its  products 
into  homes  across  America.  Leading 
the  drive  will  be  Braun's  strongest 
product  line,  a  nifty  collection  of 
competitively  priced  electric  razors 
previously  unavailable  here. 

Braun  is  the  second-largest  maker 
of  electric  shavers  in  the  world,  be- 
hind Philips  Industries  of  the  Nether- 
lands, which  makes  the  shavers  mar- 
keted in  the  U.S.  under  the  Norelco 
name.  Worldwide,  Braun  grinds  out 
$450  million  in  sales  a  year  with  its 
wall  clocks,  juicers,  food  processors, 
blenders,  curling  irons  and  coffee- 
makers.  But  here,  Braun  is  a  bit  play- 
er, with  annual  sales  of  about  $35 
million,  a  fraction  of  the  $668  million 
generated  by  Black  &.  Decker,  the  in- 
dustry leader  in  small  appliances. 

The  West  Germans  have  long  been 
convinced  that  putting  their  powerful 
electric  shavers  into  the  American 
product  mix  would  add  marketing 
muscle  to  the  entire  line.  But  when 
Gillette  bought  Braun  in  1967,  federal 
regulators  took  a  look  at  Braun's  elec- 
tric shavers  and  cried  foul.  Gillette 
then  owned,  as  it  does  today,  about 
60%  of  the  wet  shaver  market,  and 
the  feds  figured  they  had  an  antitrust 
violation.  Gillette  finally  settled  their 
fears  by  agreeing  not  to  sell  Braun 
electric  shavers  here  until  1984. 

Now  Braun  has  opened  a  102,000- 
square-foot  shipping  facility  to  handle 
all  its  appliances  out  of  Lynnfield, 
Mass.,  10  miles  north  of  Gillette's 
headquarters  in  Boston.  To  keep  that 
warehouse  humming,  Braun  intends 
to  spend  $50  million  over  the  next 
three  years  building  its  sales  and  dis- 
tribution arm.  Included  will  be  a  $12 
million  TV  campaign  this  year  creat- 
ed by  the  New  York  advertising  agen- 
cy Lowe  Marschalk. 

Half  that  TV  budget  will  introduce 
Braun's  eight  shavers  for  men  and 
women  with  a  campaign  that  focuses 
on  the  machines'  quiet  efficiency  and 
features  the  tag  line  "Designed  to  per- 
form better."  Pushed  by  a  load  of  low- 
priced  imports  from  the  Far  East,  elec- 
tric shaver  prices  dropped  here  in  the 
last  five  years,  while  unit  sales 
jumped  from  6.2  million  in  1981  to  a 
projected  8.8  million  this  year.  So 
Braun  is  moving  late  into  an  already 
crowded  market. 
Braun  believes  it  can  grab  a  lucra- 
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tive  chunk  of  this  $250  million  (annu- 
al sales)  market  because  its  electric 
shaver  collection  is  broad  enough  to 
push  both  price  and  quality.  "What 
we're  mainly  selling  is  extra  perfor- 
mance and  design,"  says  Peter  Waller, 
marketing  manager  for  Braun  Inc. 
"We  intend  to  convert  the  $24.99 
shaver  customer  to  a  $34.99  custo- 
mer." Fine.  But  for  the  discount  shop- 
per who  refuses  to  budge  on  price, 
Braun  will  also  offer  a  $29.99  shaver 
in  high-volume  outlets  like  Dayton- 
Hudson's  Target  stores. 

In  this  country  Braun  already  has 
earned  an  enviable  reputation  with 
the  juicers,  coffeemakers,  grinders 


and  food  processors  that  it  peddles  in 
an  estimated  3,000  stores  in  the  U.S. 
Says  Barbara  Westfield,  buyer  for 
small  electrics  at  the  Bullock's  de- 
partment store  chain  in  Los  Angeles: 
"The  customer  profile  is  a  43-year-old 
woman  earning  $50,000-plus  annual- 
ly. The  design  is  good,  and  so  is  the 
quality." 

But  Braun,  of  course,  isn't  the  only 
housewares/personal  care  company 
that  stresses  quality  and  Eurostyling. 
Robert  Krups,  North  America,  an 
American  subsidiary  of  Robert  Krups 
Stisfung  &  Co.  in  Solingen,  West  Ger- 
many, has  been  advertising  its  trim, 
high-end  coffeemakers  and  kitchen 


appliances  here  for  ten  years.  Unlike 
Krups,  however,  Braun's  more  aggres- 
sive strategy  includes  those  midrange 
versions  of  most  products  that  fit 
nicely  on  the  shelves  of  the  mass  mar- 
ket discounters. 

Why  isn't  Braun  sticking  to  a  Mer- 
cedes-like strategy  rather  than  aiming 
at  the  Volkswagen-type  market  as 
well?  Because  it  wants  to  spread  its 
heavy  advertising  and  promotion 
costs  over  a  wider  volume.  Says 
Braun's  Peter  Waller:  "We've  got  to 
support  the  advertising  with  broad 
distribution.  These  days,  simply  sell- 
ing snob  appeal  leaves  out  too  much 
of  the  market."— J. A.T. 


When  in 
Japan . . . 

There  are  two  ways  to  market  prod- 
ucts in  Japan — their  way,  or  not  at 
all.  That's  the  lesson  learned  all  too 
painfully  by  so  many  companies  that 
have  tried  to  crack  the  Japanese  mar- 
ket with  products  ranging  from  ball 
bearings  to  baseball  bats.  But  for 
Warner-Lambert,  the  $3.2  billion 
(sales)  consumer  products  company, 
which  now  successfully  sells  Schick 
razors,  Dentyne  and  Chiclets  chewing 
gum,  Certs  breath  mints  and  Halls 
cough  drops  in  Japan,  the  lesson 
needn't  have  been  so  difficult. 

Curiously,  all  Warner-Lambert  had 
to  do  was  look  at  its  own  operations. 
Because  for  a  full  seven  years  the  com- 
pany had  two  divisions  peddling  prod- 
ucts in  Japan;  one  doing  everything 
right,  the  other  doing  it  all  wrong. 

The  guys  with  the  razors  were  the 
success  story.  But  Schick,  which  be- 
gan doing  business  in  Japan  in  1960 
and  was  acquired  by  Warner-Lambert 
in  1970,  knew  what  it  was  doing  from 
the  start.  So  when  Warner-Lambert 
took  over,  it  inherited  Schick's  ten- 
year-old  exclusive  distribution  con- 
tract with  K.  Hattori  Co.,  the  manu- 
facturer and  distributor  of  Seiko 
watches.  Schick  understood  that  in  a 
country  with  about  460,000  retail 
outlets  for  razors  and  blades  it  needed 
J  an  arrangement  with  a  Japanese  dis- 
tributor, and  it  chose  well.  It  acquired 
the  respect  of  the  Japanese  trade  and 
also  established  a  national  distribu- 
tion network.  Today  Schick  does 
about  $50  million  worth  of  wholesale 
business  in  Japan  and  has  captured 
i  70%  of  the  wet  shaving  market.  And 
i  all  with  razors  made  in  Connecticut 
;  and  assembled  in  Hong  Kong. 

Somehow  all  this  was  lost  on  the 
Warner-Lambert  division  that  sold 
Chiclets  in  Japan.  Although  tens  of 
thousands  of  stores  sell  gum  and 


Shirlev  Kaneda 




mints  in  the  markets  surrounding  To- 
kyo, Warner-Lambert  lost  millions  of 
dollars  from  1962  to  1979,  alternately 
attacking  Japan's  distribution  system 
alone  and  pitching  the  country's 
wholesalers.  Ultimately,  those 
wholesalers,  so  vital  to  distributing 
products  there,  were  antagonized,  and 
the  result  should  have  been  predict- 
able. "We  just  didn't  realize  the  im- 
portance of  establishing  long,  stable 
relationships  with  the  wholesalers," 
says  fay  Gwynne,  president  of 
Warner-Lambert's  consumer  health 
products  group.  "We  kept  changing 
our  strategies.  First  we  would  sell  to 
the  wholesalers.  Then  we'd  sell  direct 


to  the  retailers.  Then  we'd  go  back 
again.  By  1977  nobody  trusted  us." 

To  its  credit,  when  Warner-Lam- 
bert management  finally  realized  the 
problem,  it  sent  in  a  new  sales  manag- 
er who  bent  double  to  repair  the  dam- 
age. Once  it  had  signed  up  the  key 
local  wholesalers,  it  provided  its  own 
sales  force  to  service  the  retail  outlets. 
The  result:  Warner-Lambert  mended 
fences  by  assuring  the  new  wholesal- 
ers a  steady  income  stream  in  return 
for  very  little  work.  Around  the  same 
time,  Warner-Lambert  also  scored 
with  Japanese  consumers  when  it  in- 
troduced Trident  sugarless  gum  and 
Certs  mints,  called  Two-In-One  in  Ja- 
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CAN  YOU  SEE  46  MILLION  FLIGHTS  IN  THIS  PICTUF 
THE  FAA  HAS  DESIGNED  A  SYSTEM  THAT  CAN. 


Today,  nearly  400  air  traffic  nerve  centers 
control  28  million  flights  per  year.  By  1996,  that 
number  is  expected  to  climb  to  46  million. 

To  help  meet  this  demand,  the  United  States  is 
getting  a  new,  highly  automated  air  traffic  control 


system.  Designed  by  the  Federal  Aviation  Admin- 
istration and  systems-engineered  by  Martin  Mariett 
it  will  synchronize  real-time  weather  data  with  moi 
precise  flight  navigation.  And  it  will  link  those 
functions  with  microwave  landing  systems  and  ad- 


AND  MARTIN  MARIETTA  IS  MASTERMINDING  IT. 


vanced  computer  and  telecommunications  systems. 

The  result:  a  finely  tuned  network  that  will  safely 
handle  our  air  traffic  demands  well  into  the  21  st  century. 

The  future  is  being  driven  by  technologies  like 
these.  And  Martin  Marietta  supplies  the  creative 


intelligence  to  make  them  work.  In  aerospace, 
defense,  electronics,  communications,  information 
management,  energy  and  materials. 

Technologies  that  will  help  the  FAA  put  46 
million  flights  in  the  picture. 


IV1X\  Ff  TOM  MXXFTI 

6801  ROCKLEDGE  DRIVE,  BETHESDA,  MARYLAND  20817 


ON  STAGE  AT  WOLF  TRAP  HOSTED  BY  BEVERLEY  SILLS,  MADE  POSSIBLE  BY  A  GRANT  FROM  MARTIN  MARIETTA  CORPORATION. 
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pan.  By  1980  Warner-Lambert  began 
earning  a  profit  on  its  candy  and  gum 
business,  and  these  days  sales  run 
about  $40  million  and  are  growing 
20%  each  year. 

Why  did  it  take  so  long  and  why 
didn't  Warner-Lambert  notice  how 
well  Schick  was  doing  using  entirely 
different  methods?  "I  don't  think  the 
company  believed  it  could  attract  a 
major  distributor,  because  Chiclets 
was  not  successful,"  says  Gwynnc. 
"And  like  most  American  companies, 
Warner-Lambert  wanted  to  control 
the  product  as  much  as  possible." 

Okay,  when  in  Japan,  do  as  the  Japa- 
nese do.  But  remember,  too,  at  times 
there  are  important  lessons  in  your 
own  backyard.  —  J.A.T. 


Mother  of  invention 

Blue  Diamond,  the  5,700-member 
California  Almond  Growers'  Ex- 
change, a  farmers'  cooperative,  has 
been  so  successful  getting  folks  here 
and  abroad  to  gobble  more  nuts  that  it 
sold  70%  of  the  world's  almonds  last 
year.  That  was  more  than  $400  mil- 
lion worth,  with  60%  of  sales  in  90 
foreign  countries.  Between  1968  and 
1985,  with  not  one  penny  of  federal 
subsidy,  the  California  farmers  ex- 
panded their  almond  crop  from  80 
million  pounds  annually  to  460  mil- 
lion pounds,  selling  every  nut  that 
they  grew. 

But  there's  one  small  problem  in 
this  marketing  coup:  The  growers 
haven't  made  a  dime  in  five  years. 
The  trouble  is  that  their  break-even 
point  has  been  stuck  at  90  cents  to 
$1.00  a  pound  since  1980.  There  is 
price  resistance,  and  the  strong  dollar 
has  been  a  problem  for  much  of  that 
time.  Delicious  though  they  are,  al- 
monds aren't  quite  as  necessary  as  oil. 

The  California  growers  have  no 
hope  of  artificially  cutting  supplies,  in 
the  OPEC  manner,  to  bolster  prices. 
They  figure  they  grow  the  nut  of 
choice  and  that,  given  an  already 
smaller  crop  and  a  weaker  dollar,  they 
will  come  out  all  right  if  they  keep 
pressing  their  innovative  merchandis- 
ing worldwide. 

That  in  itself  will  be  no  small  feat. 
"Each  country's  market  for  almonds 
is  a  little  different  from  the  next," 
says  Roger  Baccigaluppi,  Blue  Dia- 
mond's president  and  chief  executive. 
Take  West  Germany,  Blue  Dia- 


mond's largest  market  outside  the 
U.S.  At  first  most  of  its  almonds  were 
bought  from  Spain  primarily  for  mar- 
zipan, which  is  used  to  make  candy 
and  as  filling  in  pastries.  The  conven- 
tional wisdom  was  that  the  German 
market  was  sated.  But  Baccigaluppi 
discovered  that  his  competitor's  al- 
monds arrived  in  burlap  bags  contain- 
ing stems  and  branches,  thereby  pad- 
ding the  weight  of  the  shipments.  Blue 
Diamond  made  sure  its  weight  was  all 
almonds.  And  it  offered  German  can- 
dymakers  12-month  contracts  with  a 
guaranteed  price  instead  of  the  month- 
to-month  shipments  and  the  fluctuat- 
ing prices  of  the  Spanish  product.  Then 


Clearly,  Moscow  was  impressed.  The 
Soviets  have  largely  replaced  imports 
of  Indian  cashews  and  Turkish  hazel- 
nuts with  California  almonds,  which 
are  also  an  officially  endorsed  snack 
food  in  the  U.S.S.R.'s  anti-alcoholism 
campaign. 

Baccigaluppi  had  earlier  invaded  Ja- 
pan, now  Blue  Diamond's  third-larg- 
est foreign  market.  Back  in  the  late 
1960s  almonds  were  an  unknown 
commodity  there.  But  Baccigaluppi, 
undaunted,  had  opened  a  Japan  Mar- 
ket Development  Office  staffed  by 
Japanese.  Those  staffers  have  since 
developed  a  mind-boggling  menu  that 
ranges  from  almond  tofu,  soy  sauce 


Blue  Diamond's  Roger  Baccigaluppi 

460  million  pounds  of  almonds,  but  no  profits. 


Baccigaluppi  showed  the  Germans 
how  almonds  could  be  slivered  for 
bakery  goods,  mashed  for  almond  but- 
ter, added  whole  to  candy  bars,  and  so 
on.  The  result:  Although  the  U.S.  dol- 
lar has  kicked  up  the  price  of  Califor- 
nia almonds  by  25%  in  Germany  since 
1980,  almond  use  will  grow  more  than 
50%  this  year,  to  90  million  pounds. 

Having  conquered  West  Germany, 
Baccigaluppi  marched  on  Russia,  Blue 
Diamond's  second-largest  foreign 
market.  Consumption  of  California 
almonds  grew  300%  in  1985  to  45 
million  pounds,  and  sales  should 
nearly  double  by  year-end.  "The  Sovi- 
et Union  does  not  lend  itself  to  pro- 
motion," Baccigaluppi  notes.  Never- 
theless, he  noticed  that  the  govern- 
ment's 1980  five-year  plan  included 
improving  the  Soviet  diet.  He  prompt- 
ly commissioned  a  study  from  the 
University  of  California  at  Davis, 
which  reported  that  almonds  have  no 
cholesterol  and  contain  as  much  pro- 
tein per  pound  as  cooked  lean  beef. 


and  spaghetti  sauce  to  almond  miso 
soup,  sausages  and  milk. 

There's  more.  In  the  last  six  months 
consumption  of  California  almonds 
has  grown  55%  in  Holland,  48%  in 
France,  40%  in  the  U.K.  and  23%  in 
Switzerland. 

Which  is  all  very  impressive,  of 
course,  but  would  be  even  more  so  if 
Baccigaluppi's  boys  were  making 
money.  Marketing  cannot  alone  cre- 
ate a  successful  business.  But  in  this 
case,  it  is  certainly  a  major  reason  the 
almond  growers  may  be  eyeing  that 
light,  at  the  end  of  their  long,  dark 
tunnel.  This  year  the  nut  growers 
expect  to  break  even  and  next  year, 
they  say,  they'll  make  a  few  bucks. 
After  all,  the  dollar  is  now  moving 
more  in  their  favor  and  the  California 
crop  has  topped  out,  while  world 
almond  consumption  has  not.  Oh, 
yes,  and  Baccigaluppi  is  moving  on  to 
Scandinavia,  Korea,  Taiwan  and  In- 
dia, among  others. — Alyssa  A.  Lappen 
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"Not  durin 


a  full  moon 
I  wont! 


—Computer  backup  excuse  #243 


People  can  get  very 
superstitious  about  when 
they  do  their  computer  backup. 
Especially  if  it  gives  them  an 
excuse  for  not  doing  it  at  all. 

Because,  after  all,  backing 
up  is  about  as  exciting  as 
watching  paint  dry. 

One  way  to  take  the  curse 
off  is  to  do  it  first  thing  in  the 
morning.  If  you're  one  of  those 
slow  starters  who  has  to  have 
coffee  and  push  some  papers 
around  for  awhile  when  you  get 
to  work,  that  dead  time  could 
be  perfect  for  backup. 


As  for  how  to  do  it,  the 
floppy  disk  is  fine  if  you  have  a 
limited  amount  of  memory,  and 
the  data  cartridge  for  5  to  10 
Mbytes  or  over. 

To  learn  more  about  backup 
and  other  applications  of 
the  data  cartridge,  a 
3M  developed 
technology 


whose  time  has  come,  contact 
your  local  computer  products 
dealer. 

And  maybe  you  won't  be 
one  of  those  people 
who  does  his  backup 
only  once  in  a  blue 
moon. 


When  you 
run  out  of 

k  excuses: 


Technology 


Edited  by  Gail  Bronson 


Computers  are  headed  into  the  kitchen. 
Here's  why  you  can  never  again  call  a 
refrigerator  an  icebox. 

The  computer 
chip  as  cook 


By  Jeff  Bloch 


Y'  OU'VE  HAD  A  BUSY  DAY.  You're 
late  for  home,  and  the  thought 
of  cooking  dinner  seems  un- 
bearable. So  you  pick  up  the  mobile 
cellular  telephone  in  your  car,  dial  e~ 
your  house's  computerized  kitchen 
and,  with  a  few  pushes  of  buttons, 
instruct  the  microwave  to  start  cook- 
ing the  pot  roast,  the  stove  to  start 
boiling  the  potatoes  and  the  dish- 


▼  Sunbeam  Monitor  iron 
uses  a  computer  chip  to  shut 
off power  if  the  iron  is  left 
unmoved 


A  Wfrirlpool  range  uses  an 
integrated  circuit  for  touch-pad 
control  of  time  and  temperature 


washer  to  start  cleaning  the  china  foi 
use  tonight. 
Just  as  the  day  is  not  far  off  when 
residential   construction  will 


new 


come  complete  with  internal  wiring 
to  operate  computer  systems  from  re 
mote  sites  (Forbes,  Feb.  10),  so,  too^ 
are  more  home  appliances  now  rou^ 
tinely  equipped  with  computer  chips! 
to  operate  directly  off  that  wiring. 

"The  kitchen  is  going  to  be  the) 
hearth  again,"  says  New  York  interion 
designer  Barbara  Ross.  "Except  now 
families  are  going  to  gather  around 
the  computer."  Already  available  are 
microwave-and-convection-combina- 
tion  ovens  that  cook  automatically, 
based  on  the  weight  and  type  of  food; 
computerized  refrigerators  that  exam- 
ine themselves  for  malfunctions;  and 
even  toasters  that  make  sure  bread 
browns  evenly. 

Consumers  are  showing  enough  in- 
terest in  such  gadgets  that  some  man- 
ufacturers, including  General  Electric 
and  Whirlpool,  have  begun  to  tout  full 
lines  of  computer-operated  "smart" 
appliances  controlled  by  sensors  and 
chips  instead  of  by  mechanical  push 
buttons  and  dials.  Many  of  these  de 
vices  were  on  display  in  January  at  the 
National  Association  of  Home  Build- 
ers trade  show,  and  more  will  be  un- 
veiled next  month  in  Chicago  at  the 
International  Housewares  Exhibition. 

In  some  cases,  the  functional  differ- 
ences in  the  new  smart  appliances  are 
negligible,  but  many  shoppers  don't 
seem  to  care.  A  food  processor  with  a 
computerized  digital  display  panel 


^  Vivalp  horizontal 
toaster/ grill  uses  chip  to 
apply  heat  based  on 
time  instead  of 
temperature 


-.^ ^^^^ 

p  1 

Control  panel  of 
GE  dishwasher 
shows  malfunction; 
can  be  programmed 
for  delayed  start 
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en  39,685  building  owners  demanded  superior 
maintenance  and  repair  services,  Alliance"  by 
Johnson  Controls  did  it. 

Johnson  Controls,  Inc.,  Box  423.  Milwaukee,  Wl  53201 


©Johnson  Controls,  Inc  1985 


•CHNOLOGY  ALONE,  BUT  IN  THE   ABILITY  TO   MANAGE  IT. 


Circles  of  light,  fiber  optic 
fantasy?  or  brilliant  idea? 

today,  business  and  government 
must  move  information  at  lightning 
speeds.  and  their  communications 
systems  must  continually  change 
and  grow  if  they  are  to  meet  the 
challenge. 

that's  why  we've  placed  massive 
rings  of  fiber  optic  cabling  around 
major  business  and  government 
centers  in  our  bell  atlantic™ 
region  to  keep  information  flowing 
at  the  speed  of  light. 

and  it  is  our  unique  ability  to 
manage  this  complex  technology 
that  ultimately  separates  us  from 
our  competition. 

managing  technology.  making  it 
work  for  you.  that's  the  genius  of 
bell  atlantic. 


Bell  Atlantic 

WE  MAKE  TECHNOLOGY  WORK  FQR  YOU 


Bell  Atlantic  properties,  compuShop?  mai  Canada,  sorbus; telecommunications  Specialists,  inc.,  and  Tricontinental  leasing. 


Technology 


that  retails  for  $250  at  Macy's  is 
showing  faster  sales  growth  this  win- 
ter than  the  same  model  with  push 
buttons  and  a  price  tag  $50  cheaper. 
"It's  a  toy,  basically,  bought  by  your 
upscale  customer  who  wants  the  lat- 
est and  the  best,"  explains  Elliott  Ker- 
bis,  a  Macy  group  vice  president.  "We 
have  to  carry  it." 

The  quarter-inch,  wafer-thin  chips 
that  make  these  little  marvels  possi- 
ble need  limited  memory  capacity  to 
perform  their  few  functions.  The 
standard  4-bit  chip — the  smallest  mi- 
croprocessor made,  used  almost  ex- 
clusively by  appliance  makers — is 
produced  by  several  semiconductor 
manufacturers,  including  Texas  In- 
struments and  Motorola.  Japanese 
companies,  such  as  NEC  and  Toshiba, 
are  the  biggest  suppliers  for  micro- 
wave ovens. 

The  chips  have  up  to  8K  memory, 
compared  with  the  minimum  of  128K 
in  the  newest  generation  of  personal 
computers.  Today  these  chips  can 
cost  as  little  as  50  cents,  depending  on 
their  memory  capacity.  The  chips  are 
virtually  identical  to  one  another  but 
are  programmed  differently  for  each 
appliance  and  function.  They  can  cal- 
culate time  and  temperature  or  pro- 
cess messages  from  sensor  pads  that 
detect,  for  example,  if  a  door  is  ajar, 


and  relay  that  information  to  a  warn- 
ing light  or  beeper. 

Even  though  the  technology  for 
smart  appliances  is  cheap  and  getting 
cheaper,  the  computerized  items  sell 
for  substantially  higher  prices  than 
their  less  sophisticated  counterparts. 
This  is  because  manufacturers  so  far 
are  including  the  computer  chips  only 
in  their  top-of-the-line  units.  General 
Electric  has  a  smart  refrigerator  that 
retails  for  about  $1,600,  compared 
with  a  standard  model  with  fewer  fea- 
tures that  costs  less  than  $700.  The 
difference?  The  more  expensive  mod- 
el contains  not  only  computer  chips 
but  also  luxury  features  such  as  an  ice 
and  cold  water  dispenser  in  the  front 
door  panel.  But  given  the  competitive 
nature  of  our  economy,  you  can  bet  it 
won't  be  long  before  even  the  cheaper 
models  are  chip-laden. 

GE  and  Whirlpool  also  offer  smart 
dishwashers.  Among  other  things,  the 
devices  can  sense  when  eating  uten- 
sils drop  down  and  block  the  rotator 
arm  or  if  the  detergent  dispenser  fails 
to  open.  The  appliances  can  be  pro- 


grammed to  start  at  a  predetermine 
hour,  say,  late  at  night,  when  yo 
don't  need  the  hot  water  and  utilit 
rates  might  be  cheaper.  Push  anothe 
button  and  the  units  can  examini 
themselves  to  make  sure  all  of  thej 
functions  are  working — including  thi 
self-examining  function  itself. 

Computer  chips  are  also  increasing 
ly  common  in  small  appliances  a] 
well.  A  number  of  steam-and-dry  iroi 
manufacturers,  including  Sunbearj 
and  Black  &  Decker,  now  equip  thei) 
top-of-the-line  units  with  a  4-bit  chij 
to  detect  when  an  iron  has  been  lefi 
unmoved  for  a  specified  time  and  a 
shut  off  the  device.  In  the  last  tw 
years  the  feature  has  helped  lift  iroi 
sales  in  the  U.S.  from  under  11  mil) 
lion  units  annually  to  over  12  milliol 
units.  A  French  manufacturer,  Vivalj 
SA,  is  offering  a  toaster  (retail  price 
$65)  that  uses  a  chip  as  a  timer,  com) 
pared  with  a  standard  model  thaj 
toasts  according  to  temperature. 

Well  over  half  of  all  microwave  ovi 
ens  come  equipped  with  4-bit  chips! 
The  devices  are  used  as  timers  and  tc 
regulate  oven  temperatures,  as  well  as 
to  calculate  cooking  schedules  for  difjl 
ferent  foods. 

Do  consumers  need  such  break! 
throughs?  No  more  perhaps  than  the] 
need  compact  disk  players,  ballpoini 
pens  that  can  write  through  butter  oi 
any  of  the  other  spinoffs  and  by-prodi 
ucts  of  high  technology.  But  if  the} 
give  people  pleasure — and  even  a  lit 
tie  convenience  in  busy  lives — who'! 
to  complain?  ■ 


▼  Sunbeam  curling  iron 
uses  computer  chip  to  sense  if 
iron  is  not  in  use,  then 
shuts  off  automatically 
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Stumped  on  Software? 

find  the  powerful  applications  you  need  with 
Tandy's  Express  Order  Software  service. 


j  Having  trouble  finding  just  the 
j  lit  program  for  your  Tandy/Radio 
i  ack®  computer?  Drop  by  your  lo- 
Radio  Shack  Computer  Center 
d  choose  from  the  most  complete 
ection  of  software  available. 
Our  exclusive  Express  Order  Soft- 
ire  service  brings  you  the  hottest- 
ling  packages — each  one  per- 
pnance  proven  and  professionally 
toported  by  the  software  manufac- 
Jrer.  Your  order  is  transmitted  elec- 
*mically  and  shipped  the  next 
siness  dav  for  the  fastest  service. 


Send  for  your  free  copy  of  the  new 
1986  Radio  Shack  Software  Refer- 
ence and  Tandy®  Computer  Guide. 
In  it,  you'll  find  hundreds  of  popular 
programs.  Choose  from  powerful  ac- 
counting, word  processing,  spread- 
sheet analysis,  database  manage- 
ment, integrated  software  and  mul- 
tiuser packages.  You'll  also  find  the 
best  in  personal  and  educational  soft- 
ware, plus  exciting  games. 

Radio  Shack  Computer  Centers 
are  your  one-stop  software  head- 
quarters. Come  in  today! 


Radio  /hack 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 


Send  me  a  free  RSC-16  Software  Guide. 

Dept.  86-A-1087,  300  One  Tandy  Center 
Fort  Worth,  Texas  76102 


Thur. 


The  week  Newsweek  went 
ishing  for  a  business  story  and 
looked  into  some  Bass. 


Newsweeks  reporters  went 
on  a  fishing  expedition  to  Texas. 

The  result  was  a  story  that 
every  major  news  organization 
in  the  country  had  tried  to  land 
hut  couldn't. 

ll  was  our  exclusive  report 
on  the  obsessively  reclusive 
Bass  brothers:  the  tour  young 
hili.ioiKi.irc  brothers  f  rom  Fort 


Worth  who  collectively  control 
the  fastest-growing  family  for- 
tune in  America. 

It  was  an  issue  that  demon- 
strated Newsweek  s  ability 
to  dig  beneath  a  business 
story  and  get  to  the  passions, 
the  ambitions,  the  financial 
wheelings  and  dealings, 
the  real  values  of  the  people 


Fri. 


who  made  that  story. 

And  that  perhaps  was  w 
the  brothers  were  willing  to 
reveal  themselves  to 
Newsweek.  They  consider 
themselves  to  be  more  than 
businessmen.  And  Newswee 
is  more  than  a  business 
magazine. 

Not  only  did  we  examine 


e  business  of  their  business, 
ut  we  dug  deeply  into  the  Bass 

mily  s  social  conscience,  its 
ommitment  to  Fort  Worth  and 
s  almost  "Rockefeller'*  atti- 
ide  to  the  arts. 

We  spent  five  Weeks  poring 
ver  their  records  at  the  SEC  in 
Washington,  examining  their 
)isney  holdings  in  California 


and  digging  in  their  Fort  Worth 
backyard. 

It's  this  kind  of  commitment 
that's  resulted  in  our  winning 
over  600  awards  for  excellence. 


More  than  any  other  news- 
weekly. 

Our  point:  when  your  aim 
is  to  land  a  few  Bass,  make 
sure  that  you  know  the  waters. 


Newsweek 

Why  it  happened.  What  it  means. 


High  above  Hong  Kong:  John  le  Carres  "cardhouse  Manhattan' 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Who's  worried  about  1997?  In  Hong  Kong 
the  orders  of  the  day  are  still  deals,  demoli- 
tion and  dim  sum. 

The  Crown  Colony- 
business  as  usual 


By  Lisa  Gubernick 


IN  her  novel  A  Many  Splendored 
Thing,  Han  Suyin  described  Hong 
Kong  as  a  deep,  roaring,  bustling, 
eternal  market  "where  life  and  love 
and  souls  and  blood  and  all  things 
made  and  grown  under  the  sun  are 


bought  and  sold  and  smuggled  and 
squandered."  That  was  the  Crown 
Colony  in  1950.  Raze  some  slums, 
add  some  bricks  and  mortar,  and  it  is 
that  way  today. 

The  real  estate  and  stock  markets 
have  been  through  hell  in  the  past  few 
years,  but  signs  of  anxiety  about  1997 


and  the  passing  of  power  to  the  Peking 
Chinese  government  are  hard  to  seei 
In  Hong  Kong  even  anxiety  can  create 
a  chance  to  turn  a  buck.  Check  oui 
the  souvenir  stands  at  the  Victoric 
Peak  tram  or  alongside  the  gangplank 
to  the  Star  Ferry.  Along  with  the  usua: 
T  shirts,  the  stands  are  jammed  witU 
Rice  Paddy  Babies,  Hong  Kong's  an 
swer  to  Cabbage  Patch  Kids.  Each  rag 
doll  comes  with  its  own  Hong  Kong 
British  passport  (good  for  travel,  nol 
residence  in  the  U.K.,  like  the  real 
ones  assigned  to  Hong  Kong  citizens)1 
In  order  to  take  the  almond-eyed  mop 
pets  home,  purchasers  must  sigr 
sponsorship  papers.  "Given  the  fu 
ture,  everyone  is  worried  about  mak 
ing  his  money  now,"  says  John  Dam 
ron,  president  of  the  company  thai 
makes  the  Rice  Paddy  Babies. 

Developers,  with  one  eye  on  the 
calendar,  are  on  a  building  spree.  Ob 
scured  by  bamboo  scaffolding,  sky 
scrapers  sprout  from  block-wide 
wedges  in  Central,  the  business  dis 
trict  of  Hong  Kong.  This  "cardhouse 
Manhattan,"  as  John  Le  Carre  de 
scribed  it,  seems  to  grow  denser  by 
the  hour. 

Meanwhile,  tourists  eager  to  par 
take  of  Hong  Kong's  two  major  sports, 
eating  and  shopping,  pile  in  by  the 
planeload.  Over  3.4  million  came  last 
year,  10%  more  than  the  year  before, 
most  arriving  at  Kai  Tak  Airport. 
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They  land  in  one  of  the  few  major 
cities  in  the  world  suffering  from  a 
shortage  of  hotel  rooms.  With  occu- 
pancy rates  running  upwards  of  90% 
year-round,  a  room  at  one  of  the  hand- 
ful of  top  hotels  can  be  tough  to  come 
by.  Reserve  well  in  advance  if  you're 
aiming  for  the  Regent,  the  Peninsula 
or  the  Mandarin,  Hong  Kong's  finest. 
These  hostelries  provide  service  and 
accommodations  rarely  equaled  else- 
where. Each  has  a  fleet  of  Rolls- 
Royces  or  Daimlers  to  ferry  passen- 
gers to  and  from  the  airport.  Bowls  of 
fresh  fruit  are  replenished  daily.  Kick 
a  pair  of  shoes  under  your  chair,  they 
reappear  polished. 

Deciding  among  Hong  Kong's  pre- 
mier hotels  is  purely  a  matter  of  per- 
sonal style.  If  you're  looking  for  what 
little  remains  of  the  British  Empire, 
try  the  Peninsula,  the  oldest  and 
smallest  of  Hong  Kong's  top  hotels. 
Together  with  the  railroad  clock- 
tower,  spared  from  the  wrecker's  ball 
that  demolished  the  rest  of  the  station 
some  18  years  ago,  the  Peninsula  is 
among  the  last  remnants  of  imperial 
Hong  Kong. 

High  tea  in  the  Peninsula's  lobby 
(complete  with  scones  and  real  dou- 
ble-whipped cream)  beneath  vaulted 
arches  and  gilded  cupids  is  still  a  rec- 
ognized social  event,  though  natives 
are  being  overwhelmed  by  out-of- 
towners  these  days. 


Just  across  Salisbury  Road  is  the 
newest  entry  in  the  luxury  class,  the 
Regent.  Erected  on  land  reclaimed 
from  Victoria  Harbour,  it  has  elegant- 
ly elbowed  its  way  in  just  five  years 
onto  everyone's  ten  best  hotels  list. 
At  cocktail  time,  sixish,  the  win- 
dowed bar  in  the  lobby  throngs  with 
out-of-towners  who  come  to  see  the 


Bob  Davis 


The  Queen's  statue  in  Victoria  Park 
Safe  for  another  1 1  years,  anyway. 


lights  etch  the  city's  skyline — and  to 
be  seen  themselves. 

The  Mandarin,  across  Victoria  Har- 
bour on  Hong  Kong  Island,  is  the  only 
top-quality  luxury  hotel  in  Hong 
Kong's  financial  district.  Few  destina- 
tions in  the  area  are  more  than  a  ten- 
minute  walk  from  the  hotel  via  ele- 
vated walkways  that  snake  among  the 
district's  skyscrapers. 

The  Mandarin's  restaurants  are  a 
center  for  local  business  activity.  The 
Gunnery  Bar,  with  its  English  etch- 
ings and  deep  leather  chairs,  is  mo- 
nopolized by  British  businessmen.  No 
sound  to  be  heard  save  the  rustling  of 
the  pages  of  the  Financial  Times. 
Across  the  way  at  the  Mandarin  Grill, 
investment  bankers  deal  over  lunch. 

There  are  other  splendid  hotels  just 
a  nose  behind  the  Regent,  the  Manda- 
rin and  the  Peninsula.  The  Shangri- 
La,  on  the  mainland  and  managed  by 
Westin  Hotels,  offers  excellent  ser- 
vice and  some  of  the  largest  rooms  in 
town,  though  it  lacks  the  Peninsula's 
colonial  charm,  the  Regent's  glamour 
and  the  Mandarin's  locale. 

The  Hilton,  close  to  the  U.S.  Con- 
sulate, is  a  favorite  among  diplo- 
mats, including  Secretary  of  State 
George  Shultz  whenever  he's  in 
town.  The  Holiday  Inn  Harbour 
View,  with  its  dramatic  vistas,  is  one 
of  Hong  Kong's  best. 

With  over  14,000  restaurants  serv- 
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ing  some  of  the  finest  Chinese  and 
continental  food  in  Asia,  if  not  the 
world,  eating  is  one  of  the  city's  major 
entertainments.  And  hotel  dining 
rooms  are  not  to  be  missed. 

Gaddi's  at  the  Peninsula  and  Plume 
at  the  Regent  are  the  city's  top  conti- 
nental restaurants.  Gaddi's,  named 
for  the  Peninsula's  first  general  man- 
ager, offers  the  old  world  elegance  of 
the  hotel  in  which  it  is  housed.  The 
grande  dame  has  lost  some  of  its  har- 
bor view  to  the  Space  Museum  (built 
atop  land  reclaimed  from  the  harbor), 
but  its  culinary  delights  are  still  stel- 
lar. Sample  its  justly  famed  crab  pan- 
cake appetizers. 

The  cuisine  at  the  Regent's  Plume 
suits  its  dramatic  panorama  of  Vic- 
toria Harbour.  Dinner  begins  with 
complimentary  na'an  bread  (you  can 
watch  it  being  prepared  in  a  giant 
tandoor  oven  behind  the  dining 
room),  goose-liver  pate  and  Plume's 
version  of  a  kir  royale.  With  10,000 
bottles,  Plume's  wine  cellar  is  the 
best  in  Asia.  Open  for  dinner  only. 

Jumbo,  the  garish,  floating  restau- 
rant in  Aberdeen  Harbour  (about  a  half- 
hour  from  Central),  caters  mainly  to 
tourists.  Diners  can  have  their  pictures 
taken  wearing  an  emperor's  cloak  and 
scepter,  but  the  food  is  over  priced  and 


generally  mediocre.  Far  better  to  take  a 
twilight  cruise,  weaving  through  Aber- 
deen, where  20,000  souls  live  afloat 
junks  and  sampans,  and  return  to  Cen- 
tral or  Kowloon  for  dinner. 

Critics  acknowledge  that  the  Chi- 
nese cuisine  in  Hong  Kong  is  still  the 
best  in  the  world.  (The  People's  Re- 
public of  China,  which  banned  gour- 
met cooking  during  the  Cultural  Rev- 
olution, is  now  busily  training  new 
chefs.)  Man  Wah,  atop  the  Mandarin, 
lists  some  900  dishes  on  its  menu.  For 
exotic  fare,  sample  the  snake  soup  (it 
tastes  like  chicken).  At  the  Regent, 
Lai  Ching  Heen  boasts  the  same  spec- 
tacular view  as  Plume.  It  is  the  place 
to  go  to  impress  a  Chinese  client.  Ta- 
ble settings  are  carved  of  jade,  chop- 
sticks are  ivory  and  silver. 

But  some  of  the  best  Chinese  fare  in 
the  colony  is  to  be  found  in  much 
more  modest,  usually  noisy,  sur- 
roundings. For  succulent  Peking  duck 
try  Spring  Deer  in  Kowloon.  Yung  Kee 
Restaurant  specializes  in  goose  dishes 
and  still  serves  a  hundred-year  egg, 
complimentary,  with  every  meal. 

The  list  goes  on:  Sun  Tung  Lok  in 
Harbour  City  is  elegant  and  quiet, 
specializing  in  shark  dishes.  There  are 
a  half-dozen  Peking  Gardens  scattered 
throughout  Hong  Kong,  where  chefs 
perform  miracles  with  noodles,  spin- 
ning sheets  of  dough  and  shredding 
them  into  threadlike  strips  with  a  sin- 
gle stroke.  Another  specialty  is  beg- 
gar's chicken.  The  dish  comes  com- 
plete with  hammer,  needed  to  crack 
open  the  dried  clay  pack  that  encases 
a  lotus-leaf-wrapped  chicken  that  has 
been  baking  for  eight  hours. 


Dim  sum  ranks  with  gunpowder  at 
one  of  the  great  Chinese  inventions 
The  words  mean  "little  heart,"  anc 
they  refer  to  tiny  portions  of  food- 
everything  from  spring  rolls  to  spare 
ribs  to  custard  pies — served  on  small 
plates.  These  dishes  are  served  in 
1,000-plus-seat  restaurants  by  girl! 
pushing  steaming  trolleys  from  tablt 
to  table.  Even  the  biggest  of  the  dirt 
sum  stadiums,  United  and  Maxim'; 
Palace,  are  jammed  during  luncl 
hour,  so  have  your  hotel  call  for  reser 
vations  (including  Saturdays). 

Hong  Kong,  as  you  would  expect,  is 
a  late-night  city.  Wanchai,  the  red 
light  district  made  famous  in  Tlx 
'World  of  Suzie  Wong,  is  a  seedy  strip  fo: 
sailors  on  liberty.  Tsimshatsui  East 
the  newer  hot  spot  for  night  action 
caters  mostly  to  Japanese  business 
men.  Be  careful — bar  hostesses  have 
been  known  to  wheedle  as  much  a: 
$200  for  a  couple  of  drinks. 

The  night  spots  frequented  by  resi 
dent  Westerners  are  in  Lan  Kwa 
Fong,  Hong  Kong's  answer  to  Lon 
don's  Soho.  "It's  like  the  last  days  o 
Batista's  Cuba,"  says  Dick  Kaufman 
an  ex-New  Yorker  and  one  of  the 
owners  of  California,  a  hamburgei 
joint  cum  disco.  Around  the  corner  is 
1997,  a  restaurant/club  comple> 
where  the  action  starts  about  1 1  p.m 

Much  more  exclusive  are  the  Honj 
Kong  Club  and  the  American  Club 
The  former  is  an  almost  exclusively 
British  bastion.  The  American  Club 
in  Central,  is  a  prime  spot  for  hobnob 
bing  with  expatriates.  Many  Ameri 
can  corporations  based  in  Hong  Kon^ 
can  arrange  guest  privileges. 


Ray  Cranbou  me/Stock  How* 


Plume  Restaurant  at  the  Regent 
€«isiius  that  matches  the  view. 


The  Peninsula  hotel,  Kowloon 
Rolls-Royces  to  ferry  guests. 
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As  Grant  Anderson  is  always  quick 
;o  point  out,  when  you  can  throw  the  hammer 

112  feet  in  Scotland's  Highland  Games  "You 
lon't  need  a  winning  smile  to  impress  the  judge." 

The  good  things  in  life  stay  that  way 

<Dewars  ^ 

White  Label  jt% 


never  vanes. 


The  Beginning) 


Free  time. Travel  time.  Learning  time.  Living  time 


in 


Mature  America  has  new  insight  into  art  and  the  art  of  living. 
They  are  the  group  who  go  to  museums  most  frequently.  Who 
are  learning  the  creation  of  art  and  the  appreciation  of  art. 


■ 


Time  to  drive  across  the  country.  To  dri^j 
golf  ball.  Time  to  thrive.  To  be  alive.  Foil 
America,  it's  the  beginning  of  a  new 
lifetime.  New  health  care  and  self-care  i| 
the  mature  years  vigorous  years.  Financ 
planning  affords  peace  of  mind.  For  the 
segment  of  the  population,  it's  time  to  d 
the  things  they've  always  wanted  to.  An* 
things  they  never  thought  they  would  do 
They  tour  Winterthur.  See  Abu  Simbel. 
the  Grand  Canyon.  Learn  cabinetry.  Teai 
photography.  They  yearn  to  learn,  and  h| 
life's  experience  to  share. 

The  authority  on  the  new  lifetime  of  26 1 
mature  Americans  is  Modern  Maturity. 
It's  the  source  and  life  force  for  mature  r 
health.  New  culture.  New  food.  New  fir 


Modern  Maturity  is  mature  Am* 
magazine  because  it  feels  as  positiv 
about  their  new  life  as  they  do. 
It  stimulates.  Informs.  Encourage: 
Never  has  one  magazine  been 
valuable  to  so  many.  Upbeat.  On  tc 
Modern  Maturity  is  the  maturit; 
authority  and  America's  third-lar 

magazine,  growing  by  leaps, 
bound  to  be  biggest,  because  it's  t! 
magazine  of  the  largest,  the  f| 
growing  segment  of  our  population. 


Modei 


The  begin 


i  New  Lifetime. 


jiillion  mature  Americans,  it's  the  life  of  their  time. 


laturity 

new  lifetime. 


Begin  a  dialogue  with  26  million 
Americans  who  are  beginning  a  new  lifetime. 
Contact  Peter  Hanson  at  (212)  599-1880 
for  the  latest,  clearest  overview 
on  mature  America  and  its  voice-in-print, 
Modern  Maturity. 


Mature  America  is  a  new 
culture  with  time  for  education, 
self-expression.  Their 
avid  new  interests  make 
the  over-fifty  years 
the  beginning 
of  a  new  lifetime. 


courtesy  the  American  federation  of  arts  the  ehrenfei'd  collection 


Personal 
Affairs 


Shopping,  like  the  cuisine,  is  the 
best  in  the  world.  You  can  probably 
still  get  a  24-hour  suit  for  $99  in  Hong 
Kong.  The  problem  is,  it  will  look  it. 
Most  tailors  require  at  least  three  days 
and  three  fittings,  but  the  prices  are 
still  good.  Sam's,  which  has  been  in 
business  since  1957,  counts  Henry 
Kissinger  and  David  Bowie  among  its 
clients.  Prices  range  from  $150  to 
$450,  depending  on  fabric.  Shipping 
magnate  Y.K.  Pao  goes  to  H.  Baromon, 
founded  in  Shanghai  over  30  years 
ago.  Baromon  requires  ten  days  for 
custom-tailoring  suits,  which  range 
from  $600  to  $800.  Ascot  Chang,  with 
four  locations  in  Hong  Kong,  is  world- 
renowned  for  its  shirts.  Prices  start 
at  $30. 

Even  if  you're  going  to  China,  it 
still  makes  sense  to  stop  at  Hong 
Kong's  Chinese  products  emporia — 
the  selection  is  greater  than  at  many 
Friendship  stores  and  the  prices  not 
much  higher.  Only  the  China  Prod- 
ucts Co.  is  actually  owned  and 
operated  by  the  Chinese.  But 
there  are  also  several  China 
arts  and  crafts  stores  with  glis- 
tening chrome  and  glass  cases 
that  are  licensed  by  the  Chi- 
nese government.  Go  there  for 
exquisite  cloisonne,  silks  and 
jades.  The  best  deals  to  be  had 
are  at  the  Chinese  Merchan- 
dise Emporium. 

As  a  duty-free  port  (no  val- 
ue-added, sales  or  luxury  taxes 
on  most  items),  Hong  Kong 
can  offer  prices  nearly  as  low 
as  in  countries  of  origin — 
sometimes  lower.  A  gold-and- 
steel  Rolex  will  set  you  back 
$1,400  at  the  Kowloon  Watch 
Centre  in  the  basement  of  the 
Hyatt  Regency,  about  half 
what  it  costs  at  Tiffany  &  Co. 
Want  the  look  without  the 
price?  Counterfeiters  sell  pho- 
ny Rolexes — they  even  weigh 
the  same  as  the  real  thing — for 
$25  in  the  Temple  Street  night 
market  a  few  blocks  from  the 
Peninsula  hotel.  The  Hong 
Kong  Tourist  Association 
monitors  shop-keepers:  To  be 
sure  you're  dealing  with  a  rep- 
utable merchant,  look  for  the 
red  sampan,  the  insignia  of  the 
HKTA. 


Dim  sum  at  the  United  restaurant 

Up  there  with  gunpowder  as  a  great  Chinese  invention. 


Photos  by  Bob  Davlj 


Japanese  pearls  are  a  particular  bar- 
gain— even  for  Japanese  visitors.  For 
the  best  prices,  try  Concorde  Pearls  & 
Gems  Co.  (49  Des  Voeux  Road), 
which  wholesales  to  local  jewelers. 
Concorde  is  also  one  of  the  few 
wholesalers  of  golden  South  Sea 
pearls  from  Burma;  a  matched  strand 
can  fetch  $31,000. 


Man  Wah  restaurant  in  the  Mandarin  Hotel 
Serving  up  piping  hot  snake  soup. 


Have  an  hour  or  two  between  meet- 
ings? Leave  Central's  20th-century 
skyscrapers  and  meander  through  the 
antiques  stores  on  Hollywood  Road, 
turning  on  Queens  Road  down  into 
Western,  the  most  Chinese  of  Hong 
Kong's  districts.  The  streets  teem 
with  shops  selling  everything  from 
deer  antlers  (for  medicinal  use)  to 
bolts  of  bright  red  satin  for 
Chinese  weddings. 

There's  more  to  Hong  Kong 
than  just  the  island  and  the  tip 
of  Kowloon  Peninsula.  The 
New  Territories,  which  make 
up  350  of  Hong  Kong's  400 
square  miles,  hark  to  an  earlier 
time.  Peasants  still  farm  the 
land  with  oxen  pulling  primi- 
tive wooden  plows,  and  the 
marketplaces  are  filled  with 
Hakka  women  in  black  paja- 
ma  suits,  their  faces  framed  by 
the  black  curtains  hanging 
from  their  broad-brimmed 
coolie  hats.  Contact  the 
HKTA  to  arrange  a  day  tour 
through  the  New  Territories. 

If  time  permits,  now  that 
the  border  is  open  and  visas 
fairly  easy  to  obtain,  take  an 
extra  three  or  four  days  and  fly 
to  Shanghai  or  Peking,  or  take 
the  three-hour  train  ride  to 
Canton,  in  the  southern  prov- 
ince of  Kwangtung.  Note:  If 
you  can  avoid  it,  don't  go  to 
China  during  Christmas  or 
Chinese  New  Year  (mid-Feb- 
ruary)— trains  are  jammed  as 
much  of  Hong  Kong's  popula- 
tion heads  back  across  the  bor- 
der for  holidays  with  relatives. 
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Head  into  the  future, 
in  this  Century. 

Buicks  are  more  popular 
every  year,  and  Century  is  the 
most  popular  of  all.  Perhaps 
this  is  because  Century 
embodies  all  of  Buick's  virtues: 
roominess,  comfort,  luxury  and 
convenience. 

Perhaps  also  because 
these  virtues  are  engineered 
into  a  contemporary,  stylish, 
front-wheel-drive  package, 
with  responsive  performance 
and  road  manners.  Century 
has  power-assisted  rack- 
and-pinion  steering  and 
MacPherson  strut  front 
suspension.  Engine  choices 
range  from  an  electronically 
fuel-injected  2.5-litre  to  a 
sequential-port  fuel-injected 
3.8-litre. 

Then  again,  perhaps 
Century's  popularity  is  due  to 
refinements,  which  will  keep  it 
contemporary  for  years  to 
come.  This  year,  Century  sports 


a  rakish  new  front-end 
treatment  that  enhances  its 
appearance  and 
aerodynamics. 

Or,  perhaps  Century's 
popularity  is  a  result  of  all  these 
attractions,  in  a  satisfying 
combination. 

Buckle  up  and  visit  your 
Buick  dealer.  Then,  head  into 
the  future,  in  this  Century.  For 
more  information,  a  test  drive 
or  a  brochure,  call: 

1^800-86-BUICK  (1-800-862-8425). 


reall 


Wouldn't  you 
rather  have  a  Buick? 


Careers 


We  have  many  more  teachers  than  we 
need,  yet  academe  keeps  producing  more. 
What's  an  English  Lit  prof  to  do? 

When  the  teaching 
has  to 


n 


stop 


By  Jill  Andresky 


T|  hese  are  tough  times  for  new- 
ly minted  Ph.D.s  whose  calling 
is  the  classroom.  Salaries  are 
low,  tenure  nearly  a  thing  of  the  past, 
and  student  enrollments  are  shrink- 
ing. Small  wonder,  then,  that  accord- 
ing to  a  1983  study  by  the  National 
Research  Council,  only  about  two  out 
of  three  men  and  women 
who  received  Ph.D.s  in 
the  humanities  between 
1977  and  1982  managed 
to  find  employment  at 
the  university  level,  not 
all  of  them  full  time  and 
few  of  them  tenured. 

"For  nearly  the  last 
ten  years,  we've  written 
letters  to  everyone  who 
has  applied  to  our  Ph.D. 
program  and  told  them, 
'Thank  you  for  applying, 
but  we  want  you  to 
know  that  the  job  mar- 
ket for  historians  is  dis- 
mal,' "  says  John  Gillis, 
chairman  of  the  graduate 
and  undergraduate  his- 
tory departments  at 
Rutgers  University. 
"Probably  one-third  of 
our  graduates  over  the  decade  have 
ended  up  working  in  business." 

For  many,  the  decision  to  leave  aca- 
deme is  a  wrenching  one,  postponed 
year  to  year  as  they  make  do  with 
temporary  and  part-time  appoint- 
ments, abysmal  salaries  and  frequent 
relocations.  "A  lot  of  these  people 
have  been  knocking  around  for  years. 
They've  usually  published  widely  in 
their  fields,  but  they  cannot  find 
work.  They've  lost  their  confidence," 
says  Ernest  Kumow,  who  directs  New 


York  University's  Careers  in  Business 
programs  for  Ph.D.s  who  want  to 
switch  jobs. 

In  the  hard-hit  humanities,  in 
which,  the  NRC  noted,  "demand  is 
due  primarily  to  attrition,"  teaching 
positions  in  such  fields  as  English  and 
American  literature  experienced  zero 
growth  in  1983.  History  averaged  a 
paltry  1.3%,  the  average  percentage 


Enc  Smith/Garnma-Liaison 


Hannay — literature  scholar  turned  undecided 
"My  years  as  a  teacher  have  left  me  better  able  to 
analyze  situations  and  ideas.  I  have  more  to  offer. 


for  most  other  humanities  fields. 

Radey  Johnson's  experience  is  typi- 
cal for  today's  academics.  A  compara- 
tive literature  grad  student  at  Yale 
University,  he  was  working  on  a 
Ph.D.  thesis  on  literary  theory  in  the 
Romantic  period  and  also  teaching 
part-time  at  Brooklyn  College.  But 
the  program  he  was  working  in  was 
abolished  because  of  budget  cuts,  and 
he  knew  he  would  face  tough  pros- 
pects if  he  tried  to  reenter  the  academ- 
ic market.  "I  decided  it  was  time  to 


make  a  fresh  start,"  he  recalls. 

Five  years  ago  Johnson  switched  tc 
a  business  career,  at  age  33 — an  aver 
age  age,  says  Kumow,  for  academic: 
to  recognize  they  have  dead-ended 
"Going  to  work  as  a  securities  analys 
seemed  one  of  the  most  academiclik« 
jobs  I  could  get.  Now  I  spend  my  tim^ 
learning  all  there  is  to  know  abou 
some  companies,  instead  of  somd 
works  of  literature,"  he  says  of  his  jol 
as  a  portfolio  manager  for  small-ca| 
accounts  at  Value  Line. 

Marjorie  Biddle,  a  senior  accouni 
executive  at  D'Arcy  Masius  Benton  & 
Bowles,  made  the  switch  3  years  agoi 
after  spending  1 1  years  teaching  psy 
chology  at  Rutgers'  Graduate  Schoo! 
of  Education.  "I  didn't  get  tenure,' 
she  says,  "and  I  realized  I  didn't  want 
to  spend  my  life  chasing  after  academ 
ic  jobs." 

Where  do  the  best  prospects  lie  foi 
frustrated  teachers?  According  to  Anr 
Coil,  a  former  teacher  and  now  a  part 
ner  at  Coil,  Ballback  &  Slater,  a  careei 
consulting  firm  based  in  Orange 
Calif.,  academics  tend  to  do  wet 
when  they  move  to  business  jobs  in 
human  resources,  research,  strategic 
planning,  organizational  develop 
ment,  communications  and  the  like 
"These  people  have  tremendous  ana 
lytic  skills,  the  ability  tc 
look  at  a  problem  and 
evaluate  it  critically 
The  business  work 
sometimes  worries  thai 
someone  with  a  Ph.D.  is 
caught  up  too  much  in 
theory,"  says  Coil.  "Bui 
actually  his  training  is 
very  concrete — how  to 
think  and  express  him 
self  clearly." 

"Crossover  programs' 
like  NYU's  and  the  Uni 
versity  of  Virginia's  Ca 
reer  Opportunities  Insti 
tute's,  instruct  Ph.D.s 
about  all  types  of  busi 
ness  career  options,  with 
an  emphasis  on  finance 
and  management.  Both 
courses  provide  inten 
sive  introduction  to  ba 
sic  business  skills,  such  as  account 
ing,  analyzing  balance  sheets  and  de 
veloping  marketing  plans.  They  also 
bring  in  a  range  of  speakers  to  tel 
students  about  different  kinds  of  ca 
reers  and  industries. 

Rhoda  Frindell  Green,  a  New  York 
City-based  psychologist  and  career 
consultant,  believes  academics  need 
to  choose  business  jobs  that  maintain 
some  connection  with  their  field  ol 
intellectual  interest.  "If  they  can 
make  that  connection,  they'll  be  able 
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:'jO  be  happy  in  their  new  lives.  But 
I  otherwise,"  she  says,  "many  will 
•  liss  what  they  left  behind  and 
j  iever  be  able  to  make  a  complete 
adjustment." 

\i  Publishing,  for  that  reason,  is  a 
ueld  that  traditionally  has  attract- 
ed ex-academics.  "I  enjoy  my  work 
I  iecause  it  keeps  me  in  touch  with 
important  new  books  and  ideas," 
ays  Joyce  Seltzer,  a  senior  editor  at 
|  he  Free  Press  in  New  York  City 
nd  a  former  graduate  student  in 
European  intellectual  history  at 
Uew  York  University.  "I  also  like 
Uelping  other  people  shape  and 
|;larify  their  thinking." 
f  Management  consulting  is  also 
popular.  David  Holt  was  working 
on  a  Ph.D.  thesis  at  the  University 
|  )f  Virginia  on  semantic  consider- 
ations in  metaphysics  when  he  de- 
eded he  would  never  get  the  kind 
taf  secure,  challenging  academic  job 
le  wanted.  Now  a  senior  staff  con- 
sultant at  Big  Eight  accounting 
irm  Arthur  Andersen,  he  sees 
i  strong  connections  between  his 
;;ormer  work  as  an  analytic  philos- 
ppher  and  his  work  doing  systems 
^analysis.  "I've  been  very  satisfied 
(with  my  new  life,"  he  says. 
i  Another  typical  career  path  for  ex- 
lacademics  is  university  administra- 
tion. Robert  Dillon,  who  received  a 
(Ph.D.  in  anthropology  at  Columbia 
|  University,  is  now  the  director  of  cor- 
jporate  relations  at  Columbia's  busi- 
ness school.  "My  job  is  great,"  he 
says.  "I'm  halfway  in  the  business 
i  world,  halfway  in  the  academic,  and 
always  trying  to  link  the  two  by  find- 
ing ways  the  business  school  can 
work  with  the  business  community." 
Dillon  also  sees  continuity 
between  his  academic  pur- 
suits and  his  current  job. 
"As  a  cultural  anthropolo- 
gist, I  find  corporate  cul- 
tures fascinating." 

Still,  as  Marilyn  Machlo- 
witz,  a  New  York  City- 
based  management  consul- 
tant, emphasizes,  "AT&T 
isn't  going  to  hire  you  be- 
i  cause  of  your  expertise  and 
interest  in  Jane  Austen. 
You  will  probably  have  to 
join  a  Jane  Austen  Society 
and  make  it  your  secondary 
interest,  because  you're  go- 
ing to  have  to  offer  the  busi- 
ness community  what  it 
wants  and  needs." 

Career  experts  are  quick 
to  point  out  that  academics 
can  increase  their  chances 
of  finding  a  business  job 
that  fits  their  interests  by 


Biddle — psychologist  turned  ad  executive 
"I  realized.  1  didn't  want  to  spend 
my  life  chasing  academic  jobs." 


planning  ahead.  "If  people  can  foresee 
that  a  year  or  so  down  the  road  they 
might  run  out  of  university  options, 
it's  time  to  start  gaining  some  expo- 
sure to  the  business  world,"  says 
Green.  She  suggests  volunteering  for 
part-time  or  summer  internships, 
starting  to  read  business  magazines 
and  attending  meetings  of  various 
professional  organizations.  "That  will 
help  them  feel  more  confident  about 
their  abilities  to  fit  in — and  if  they 
feel  confident,  they  can  sell  compa- 
nies on  the  idea  of  hiring  them  when 
the  time  comes." 


Holt— philosopher  turned  management  consultant 
Systems  analysis  for  Arthur  Andersen,  he  says, 
is  a  lot  Wee  being  an  analytic  philosopher. 


Marjorie  Biddle,  the  advertising 
executive,  did  just  that — and  even 
applied  to  NYU's  transitional  pro- 
gram before  she  lost  her  tenure 
fight.  "I  wanted  to  have  other  op- 
tions," she  emphasizes,  "and  to  be 
able  to  consider  them,  even  if  I  was 
offered  tenure." 

John  Hannay,  with  a  bachelor's 
degree  in  physics  and  a  Ph.D.  in 
English  literature,  is  facing  that 
challenge  today.  Currently  an  as- 
sistant professor  of  English  at  the 
University  of  Michigan,  he  was  re- 
cently turned  down  for  tenure.  But 
he  remains  upbeat  about  his  pros- 
pects. "I  see  three  possibilities  for 
myself.  I  could  look  for  another 
temporary  academic  job,  and  in 
fact  have  already  been  offered  one. 
Or  I  could  probably  get  an  adminis- 
trative post  at  Michigan.  Or  I  could 
get  a  job  in  business,  probably 
working  for  one  of  the  local  high- 
tech companies  that  need  someone 
with  communications  skills  and  a 
science  background." 

Coil  suggests  that  academics 
spend  a  good  bit  of  time  reviewing 
their  university  accomplishments  in 
light  of  typical  corporate  needs,  and 
then  describe  them  on  resumes  ac- 
cordingly. "We  suggest  that  these 
people  write  functional  resumes,  ori- 
ented around  their  transferable  skills. 
They  can  highlight  things — such  as,  'I 
wrote  a  grant  application  for  $100,000 
and  administered  the  budget,  which 
shows  that  I  can  manage  money.'  Or  'I 
ran  a  15 -person  department  and  know 
how  to  manage  people.'  " 

Still,  many  academics  put  off  these 
defensive  measures,  hoping  against 
hope  that  they  will  be  lucky  and  land 
a  tenured  job.  But  those 
who  have  made  the  switch 
emphasize  that  there  are  a 
good  many  rewards,  not  all 
of  them  monetary.  Says 
Dillon,  "The  academic  life 
can  be  lonely.  My  job  is  ac- 
tive and  social.  I  enjoy 
that."  Adds  Biddle,  "I  feel 
so  much  more  productive." 

For  all  the  tough  deci- 
sions to  come,  John  Hannay 
remains  confident.  Even 
with  no  real  business  expe- 
rience, he  feels  that  he  has 
"very  marketable  skills." 
As  he  puts  it,  "My  years  as 
a  teacher  have  left  me  bet- 
ter able  to  analyze  situa- 
tions and  ideas  and  to  com- 
municate my  thoughts.  I 
have  more  to  offer  the  busi- 
ness world  now  than  ever." 

But  does  the  business 
world  know  that?  ■ 
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Wally  (Famous)  Amos 

A  smaller  piece  but  a  bigger  cookie 


Edited  by  Harold  Seneker 


Make  or  break  for  American  Motors 


At  some  point  somebody  is  going  to 
.talk  about  the  overnight  success 
of  American  Motors,"  says  Joseph  E. 
Cappy,  executive  vice  president  and 
chief  operating  officer.  But  is  Cappy 
for  real,  or  just  whistling  past  the 
graveyard?  Jose  Dedeurwaerder,  presi- 
dent and  chief  executive  officer,  sent 
over  to  run  AMC  in  1981  by  Paris- 
based  parent  Renault,  now  devotes 
most  of  his  time  to  sales  and  manu- 
facturing back  home.  So,  one  way  or 
another,  it  looks  like  Cappy  is  the 
man  on  the  spot. 

And  it's  a  tough  spot  indeed.  Sales 
of  U.S. -built  Renault  Alliance  and  En- 
core cars  will  probably  fall  25%,  to 
80,000,  in  1986— in  a  10.3  million 
unit  market.  Meanwhile,  Renault  im- 
ports have  dried  up.  Jeeps  do  very 
well,  but  AMC  still  lost  over  $100 
million  last  year,  and  Renault  is  out 
about  $2  billion  the  last  two  years. 

After  25  years  at  Ford,  Cappy  joined 
AMC  in  1982  and  has  become  its 
most  visible  American.  Cappy  minces 
no  words.  "The  imported  Renault 


Fuego  and  R18  had  distribution  and 
basic  reliability  problems.  And  we 
haven't  got  the  public  ingrained  to 
shop  our  cars,"  he  says.  "Our  Jeep 
facility  in  Toledo  is  like  the  Kenosha, 
Wis.  plant.  With  conveyor  belts  run- 
ning all  over,  the  place  looks  like  Wil- 
lie Wonka's  chocolate  factory."  But 
the  French  won't  give  up.  "You  can't 
be  viable  in  autos  without  a  strong 
American  base,"  he  explains. 

So  a  new  Jeep  Wrangler  goes  on  sale 
this  May.  A  $675  million  factory  is 
soon  to  come  on  line  in  Ontario,  and 
AMC  plans  another  in  an  undecided 
location.  "French  styling  has  been 
controversial  and  not  in  the  main- 
stream, but  in  the  future  it  will  be 
different,"  promises  Cappy.  A  design 
by  world-famous  Giorgio  Giugiaro  of 
Italy  will  join  other  planned  new  im- 
port models.  A  Japanese — or  Korean 
or  Taiwanese — partnership  is  being 
explored  "very  heavily."  For  AMC, 
and  for  Cappy,  something  needs  to 
click  soon. — Steve  Kichen 


Holh'  Kup« 


Happier  cookie 

All  I  wanted  to  do  was  make  a  liv 
>ing,  I  didn't  even  care  about  beinj 
famous,"  says  Wally  Amos,  49.  Bu 
that's  not  exactly  the  way  it  turnec 
out.  Amos,  you  may  remember 
launched  the  expensive  chocolat* 
chip  cookie  back  in  1975  with  Fam 
ous  Amos  cookies.  Amos'  just-like 
homemade  cookies,  with  Amos  in  i 
panama  hat  and  Indian  gauze  shirt  or 
every  brown  bag,  sold  for  $3  a  pounc 
in  department  stores  and  Famou: 
Amos  shops. 

By  1980  Amos'  hat  and  shirt  were  ir 
the  Smithsonian's  Collection  of  Ad 


American  Motors' Joseph  E  Cappy 

It'8  one  thing  to  whistle  a  good  tune  and  another  to  find  something  that  click*. 
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crdam  •  Athens  •  Belgrade  •  Berlin  •  Brussels  •  Bucharest  •  Budapest  •  Dubrovnik  •  Frankfurt  •  Geneva  •  Hamburg  •  Helsinki  •  Istanbul  •  Leningrad 

Pan  Am  Flies  To 
More  Places  In  Europe 

Than  All  U.S.  Airlines 

Combined. 

When  youplan  to  go  to  Europe,  call  Pan  Am  first.  We 
have  so  many  flights  to  so  many  cities,  you  probably  won't 
have  to  make  a  second  call  to  anyone  else. 

Starting  April  27th,  we'll  be  offering  you  even  more- 
new  service  to  Oslo,  Helsinki,  Prague  and  Stockholm,  as 
well  as  new  nonstops  to  Shannon  and  Milan*  And 
Pan  Am  will  become  the  only  U.S.  airline  to  fly  into 
Leningrad  and  Moscow! 

Only  Pan  Am  offers  you  over  200  flights  a  week  to 
more  cities  in  more  European  countries  than  any  other 
U.S.  airline.  With  a  schedule  like  this,  and  experience  like 
Pan  Am's,  why  fly  with  anyone  else?  /^^^v 


Pan  Am.You  Can  t  Beat  The  Experience.  V^^7 

Schedules  subject  to  change  without  notice.  *Service  effective  3/13/86. 


Lon 


don  •  Milan  •  Moscow  •  Munich  •  Nice  •  Nuremberg  •  Oslo  •  Paris  •  Prague  •  Rome  •  Shannon  •  Stockholm  •  Stuttgart  •  Vienna  •  Warsaw  •  Zagreb  •  Zurich 


Sally  Fear /Impact 
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vertising  History.  But  by  1985,  on 
sales  of  more  than  $10  million,  Amos 
was  losing  $300,000.  Other  cookie 
store  operators  were  entering  the 
business  Amos  had  pioneered.  "I'm 
not  a  businessman,"  admits  Amos,  a 
former  William  Morris  agent  who 
started  his  cookie  business  with 
$25,000  raised  from  show  biz  friends. 
"And  the  people  I  had  in  charge  didn't 
possess  the  necessary  acumen." 

Enter  the  Bass  brothers,  who 
bought  a  majority  of  the  stock  in  Feb- 
ruary 1985.  "With  the  infusion  of  cap- 
ital, I  thought,  'This  is  what  I've  been 
waiting  for,'  "  says  Amos,  "but  the 
chemistry  wasn't  there."  John  Tun- 
ney,  ex-California  senator  turned  en- 
trepreneur, assembled  a  group  to  buy 
out  the  Basses.  They  have  since 
opened  10  more  Famous  Amos  stores, 
bringing  the  total  to  44  U.S.  cookie 
shops  and  36  overseas  (17  in  Japan). 

Amos  is  still  vice  chairman  and 
continues  to  promote  his  cookies,  but 
now  spends  most  of  his  time  in  Ha- 
waii with  his  wife  and  2-year-old 
daughter.  Musing  about  the  way  the 
cookie  has  crumbled,  he  says:  "Every- 
thing is  turning  around.  I  now  have  a 
small  percentage  of  a  bigger  pie.  Or 
should  I  say  cookie?" — Gail  But  halter 


Rambo-ed  by  Rupert 

Brenda  Dean  can  tell  you  what  it's 
like  to  get  run  over  by  the  world's 
toughest  publishing  tycoon  (see  p. 
114)  and  by  Margaret  Thatcher's  labor 
reforms.  Dean  heads  Britain's  biggest 
print  union,  the  Society  of  Graphical 
&  Allied  Trades  (Sogat),  which  is 
striking  Rupert  Murdoch's  British 
newspapers.  Murdoch  boldly  moved 
to  a  new  printing  plant  and  fired  4,500 
Sogat  members  after  they  struck. 

Murdoch  cannot  afford  to  fool 
around  on  this  one:  The  U.K.  pro- 
duced nearly  half  his  News  Corp.'s 
reported  1985  operating  profits,  and 
his  new  plant  and  labor  structure 
could  increase  those  profits  mightily. 
Dean  felt  forced  to  call  her  union's 
newspaper-distributor  locals  out  on 
strike  to  fight  for  her  printers'  jobs. 
But  under  Britain's  new  labor  laws, 
that  practice,  known  as  "blacking,"  is 
now  prohibited.  Murdoch  got  a  court 
order  sequestering  the  union's  mon- 
ey. So  Murdoch's  newspapers  are  be- 


U.K.  print  union  leader  Brenda  Dean 
Murdoch  wasn't  fooling  around. 

ing  printed — and  distributed  by  a 
trucker  News  Corp.  partly  owns — and 
the  union  now  cannot  pay  its  own 
staff.  The  sequestering  is  "a  body 
blow  for  us,"  concedes  Dean,  42.  But 
she  does,  in  fact,  have  some  leverage 
left:  An  unfair-dismissal  suit  now  in 
the  British  courts  could  force  Mur- 
doch to  pay  at  least  £27  million  ($40 


million)  to  the  fired  workers,  and  po: 
sibly  much  more. 

"We  recognize  the  balance  of  powe 
on  Fleet  Street  has  changed,"  Dea 
now  says,  "and  we  were  willing  to  ba 
unofficial  strikes."  But  that's  nq 
nearly  enough  for  Murdoch.  He  warn 
a  full  no-strike  clause  from  Soga 
Dean  is  hanging  tough  but  is  painfull 
aware  that  this  is  not  like  the  old  da> 
for  British  labor. 

"He  just  swept  us  to  one  side,"  sh 
protests  in  near  disbelief.  "He  didn 
want  to  negotiate.  He's  feeling  ver 
Rambo-ish." — Marcia  Berss 


The  pilot  paradox 

U nited  Airlines  is  hiring  pilots  b 
the  hundreds,  buying  planes 
the  dozen,  flinging  hub  terminal 
across  the  land.  So  how  come  Unit 
ed's  flight  schedule  still  isn't  up 
full  speed  and  the  company  took  a  hi 
on  earnings  from  a  pilot  shortage  las 
year?  "You've  got  to  shrink  some 
what  to  grow,"  philosophizes  Jame 
Guyette,  40,  United  Airlines'  execu 
tive  vice  president-operations.  Call  i 
the  pilot  paradox — it's  the  result 
safety  rules,  seniority,  custom  and 
certain  inner  logic. 
Flight  crews,  he  explains — pilots 


United  Airlines'  James  Guyette 
When  you  juggle  the  pilots,  how  do  you  keep  the  planes  in  the  air? 
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'85  conferrals  at  University  College,  Dublin  Ireland  produces  over  8,000  graduates  annually 

The  irish:  hire  them 
before  they  hire  you. 


a  fact  that  Ireland  produces  more  computer  science 
duates  per  capita  than  the  US;  spends  more  (as  a 
centase  of  GDP)  on  education  than  Britain  or  Japan. 

it's  no  surprise  to  find  Irish  manasers  amons  senior 

:cutives  in  top  international  companies. 

Iwever,  the  best  way  to  set  your  share  of  Irish  talent  is 

'locate  in  Ireland.  You'll  be  in  sood  company 

rer  300  US  manufactures  and  service  industry 

hpanies  have  already  done  so. 

land.  Home  of  the  Irish.  The  youns  Europeans. 

DA  Ireland  A 

•USTRIAL  DEVELOPMENT  AUTHORITY 

reland  has  offices  in  New  York  (212)  972  1000;  Chicago  (312)  644  7474,  Cleveland  (216)  861  0305/6; 
\ngeles  (213)  829  0081,  Menlo  Park,  Calif.  (415)854  1800,  Houston  (713)965  0292; 
I  an  (617)  367  8225,  Fort  Lauderdale  (305)  785  9430,  Atlanta  (404)  351  8474. 

.  announcement  is  published  by  IDA  Ireland,  2  Grand  Central  Towers,  East  45th  Street,  New  york  1 001 7,  which  is  registered  under  the  Foreign  Agents 
ration  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland  This  matenal  is  filed  with  the  Department  of  Justice  where  the  required  registration 
wit  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 


"WE'RE  THE 
YOUNG  EUROPEANS'.' 
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copilots  and  flight  engineers— are  on  a 
carefully  calibrated  career  ladder, 
from  the  smaller  727s  up  through 
United's  seven  plane  types  to  the  big, 
complex  747s.  Flight  engineers  of 
747s  start  over  on  the  727s  as  copilots. 
Then  again  as  pilots.  (So  747s  always 
have  the  most  experienced  flight 
crews.)  Any  "change  of  seat"  means 
that  a  pilot  must  be  carefully  re- 
trained for  a  new  post.  And  his  re- 
placement has  to  be  retrained.  And 
that  pilot's  replacement  further  down 
has  to  be  retrained,  and  so  forth.  Since 
new  hires  (United  has  added  750  li- 
censed pilots  since  last  spring)  have  to 
begin  as  flight  engineers,  the  average 
change  of  seat  means  retraining  8  to 
12  people  down  the  chain.  Juggling  it 
all  is  Guyette. 

The  pilots  are  delighted.  A  747  cap- 
tain makes  $150,000-plus  a  year,  new 
flight  engineers  on  727s  get  $22,000, 
and  they  get  a  raise  each  time  they 
move  up.  Unfortunately,  retraining 
takes  each  pilot  out  of  the  air  for  a 
month  or  so.  With  so  many  pilots 
moving  at  once,  that  means  fewer  ac- 
tual flights  can  be  manned.  By  sum- 
mer, though,  Guyette  plans  1,825 
flights  a  day,  up  15%  from  a  year 
ago. — Barry  Stavro 


Michael  Slaughter 


Southwestern  Bell's  Al  Parsons 


Aggressive — <nnd  growing. 


Number  one,  1985 

Iast  year  Al  Parsons'  operation  at  St. 
I  Louis-based  Southwestern  Bell 
Corp.  became  for  a  while  the  largest 
business  in  the  nation's  Yellow  Pages 
industry.  Forbes  estimates  that  by  ac- 
quiring formerly  twelfth-largest  Mast 
Advertising  &  Publishing,  he  pushed 
volume  to  some  $850  million  (Par- 
sons is  coy  even  about  revenue  fig- 
ures). It's  part  of  Southwestern's  strat- 
egy of  expanding  in  a  business  grow- 
ing, Parsons  reckons,  at  13%  a  year. 

This  year,  taking  further  advantage 
of  post-breakup  opportunity,  he's 
moving  aggressively  into  big  metro- 
politan markets  far  outside  his  parent 
company's  traditional  domain — an- 
nouncing Yellow  Pages  directories 
competing  directly  with  Nynex'  di- 
rectory in  Manhattan  and  Bell  Atlan- 
tic's in  the  Washington  and  Baltimore 
areas.  (The  Yellow  Pages  name,  never 
trademarked,  is  in  the  public  domain.) 

More  will  follow.  "We're  in  46 
states  now,  one  way  or  another,"  says 
Parsons  proudly.  He  has  also  taken 
away  a  five-year,  estimated  $1  billion 
contract  for  Australia  from  competi- 
tor GTE.  Competing  obviously 
doesn't  faze  Parsons — he  has  only  to 
look  at  Houston,  part  of  Southwest- 
ern's territory,  where  more  than  30 
different  Yellow  Pages  vie  for  readers' 
and  advertisers'  attention  and  gener- 
ally profitable  dollars.  "These  are  ma- 
jor markets,"  Parsons  says  of  his  new 
targets,  "and  that's  an  important  part 
of  our  goal  to  be  the  best,  most  profit- 
able and  most  entrepreneurial  of  all 
the  Yellow  Pages  companies." 

To  Parsons  it  is  also  a  race  against 
time.  He  believes  the  overall  market's 
growth  will  flatten  soon  and  that  a 
consolidation  is  already  under  way. 
There  are  now  over  200  Yellow  Pages 
publishers  around  the  country.  "I  ex- 
pect there'll  be  a  shakeout,  starting  in 
about  a  couple  of  years,"  he  allows, 
with  the  secure  air  of  a  man  who 
knows  that  he  is  and  will  be  one  of  the 
dominant  players. — H.S. 


Number  one,  1986 

Tlhis  year  Larry  Taylor's  operation 
at  Atlanta-based  BellSouth  Corp.  is 
again  becoming  the  largest  business 
in  the  nation's  Yellow  Pages  industry. 
Forbes  estimates  that  by  acquiring 
currently  fellow  giant  L.M.  Berry  & 
Co.,  the  widely  respected  sales  repre- 
sentative firm,  Taylor  pushed  volume 
up  to  over  $950  million  (Taylor  is  coy 
even  about  revenue  figures).  It's  part 
of  BellSouth's  strategy  of  expanding 


in  a  business  that's  growing,  Tayldl 
estimates,  at  9%  to  12%  a  year  (h 
seems  generally  more  cautious  thai 
Parsons;  see  preceding  story). 

Privately  held  Berry  is  a  natura 
fit — an  estimated  half  its  $780  mil 
lion  U.S.  business  is  handling  ad  sale 
for  BellSouth.  But  ah,  the  other  hall 
"We're  going  to  go  national,"  say 
Taylor  excitedly,  "but  not  the  wal 
Southwestern  has."  BellSouth  ha 
hewed  to  its  old  territory  in  thl 
Southeast,  but  Dayton-based  Berrl 
operates  in  31  states  and  has  a  $35(1 
million  joint  venture  with  ITT  sup 
plying  telephone  directories  abroad 
mostly  in  Europe.  Regional  to  transat 
lantic  in  a  single  bound. 

Yet  Taylor's  approach  is  conserva 
tive:  "We  want  to  be  totally  in  charg; 
of  our  own  destiny  on  costs,  quality 
reliability."  Which  means  he  is  inte 
grating.  Today  it's  his  sales  force.  Las 
year  he  acquired  his  contract  printe 
and  a  major  photocomposition  house 
(Distribution  is  still  largely  handlet 
outside.)  He  is  experimenting  witl 
his  first  competitive  directory,  bui 
unlike  Parsons'  great  cross-countr 
leaps,  Taylor  is  cautiously  sparrinj 
with  an  independent  phone  compam 
in  North  Carolina. 

"They're  a  quality  company,"  gen 
erously  remarks  Southwestern's  A) 
Parsons  of  Taylor's  operation,  "but 
believe  we're  more  profitable."  Thei 
Parsons  does  allow  himself  to  groust 
just  a  bit:  "Figuring  the  biggest  is  th< 
best  was  only  true  when  we  were  th» 
biggest."— H.S. 


BellSouth  s  Larry  Taylor 
Conservative— and  growing,  too. 
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Krupp  engineering  for  excellence 


Geodetic  surveying 
using  Krupp-built  antennas. 


Setting 
he  drift. 


lie  Earth's  continents  are  con- 
stantly on  the  move.  Radio 
iescopes  are  monitoring  their 
ift.  Thanks  to  the  extraordi- 
iry  precision  with  which 
upp  builds  such  special 
itennas  measurement  vario- 
us are  kept  to  less  than  half 
tn  inch  over  1,000  miles! 

lained  on  fixed  stars  to  an 
ccuracy  of  one  thousandth  of  a 
?gree  they  provide  vital  infor- 
mation on  continental  drift  and 
;ismic  activity  in  earthquake 
ones. 

ted  250  miles  north  of  the  Arctic 
ircle  at  Tromso  in  Norway  is 
SCAT,  a  special  antenna  used 
>r  investigating  polar  light  and 
e  sun's  influence  on  the  seasons. 

Dme  2,500  miles  further  south, 
n  a  mountain  top  in  Spain's 

more  information  on  Krupp  antenna 
lineering  contact  Krupp  Industries  Inc. 

n  \A/  L:  D:L- 


'0  Washington  Pike 
dgevillePA:  15017 


Sierra  Nevada,  a  90-ft  antenna 
picks  up  signals  from  the  Milky  Way. 

At  Usingen  near  Frankfurt,  the 
West  German  PTT,  Deutsche  Bun- 
despost,  operates  an  earth  station 
featuring  two  154-ton  parabolic 
antennas  for  worldwide  TV  trans- 
missions. Krupp  played  a  signifi- 
cant role  in  these  antenna  projects. 

Krupp  antenna  engineering  lends 
a  hand  in  many  other  areas  too. 
For  example,  in  the  search  for  and 
exploration  of  mineral  deposits, 

<&  KRUPP 


in  pollution  control  and  in  com- 
mand stations  for  spacecraft. 

Creative  dialogue  is  our  spring- 
board. Krupp  engineers  work  in 
close  partnership  with  customers 
seeking  solutions  to  the  problems 
that  touch  us  all. 

We  provide  the  advanced  engi- 
neering materials,  facilities  and 
systems  needed  for  speedy  and 
sustained  economic  progress. 

Krupp.  A  tradition  of  progress. 


W  As  an  AT&T  systems  technician,  I  know  service  isn't  just  a  job, 
it's  a  way  of  life. 

When  a  leading  Wall  Street  firm  caught  fire,  I  was  there  before  it 
was  even  out.  Our  team  worked  through  the  night  and  had  the 
systems  up  before  the  bell  rang  on  Wall  Street. 

We  worked  hard  all  night  for  one  reason. 

We  can  be  the  difference  between  a  customer's 
business  surviving  or  going  up  in  smoke. 

So  we  treat  all  our  service  calls  as  though  the  business  were  ours. 
Twenty-four  hours  a  day,  seven  days  a  week,  year  in,  year  out,  we're 
here  to  help.  Nearly  20,000  of  us,  the  most  experienced  service  force 
in  the  country.  Committed  to  the  same  basic  idea  about  service.  11 

To  find  out  more,  call  1 800  247-1212. 

Whether  it's  telephones,  information  or  network  systems,  long 
distance  services,  or  computers,  AT&T  is  the  right  choice. 


HI  AT&T 

The  right  choici 

AT&T  1935 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


Where  the  action  isn't . . .  and  is.  Not  all  share  prices  are 
;oing  through  the  roof.  Even  as  the  Wilshire  index  of  more 
than  5,500  issues  set  records  almost  daily,  120  NYSE  and 
57  Amex  stocks  fell  to  new  lows.  Lists  of  the  worst- 
performing  stocks  on  each  exchange  are  dominated  by  oil 
shares.  The  Amex  market  composite  index,  where  oils 
:ontribute  some  22.9%  of  overall  capitalization,  shows  a 
D.6%  decline  in  1986,  vs.  a  3.7%  rise  in  the  Wilshire. 


But  the  bad  news  in  the  Amex  composite  obscures 
better  news  in  some  of  its  components.  Half  of  the  eight 
major  stock  groups  monitored  by  the  American  Stock 
Exchange  significantly  outperformed  the  Wilshire.  The 
Amex  service  group  rose  6.8%,  capital  goods  issues  gained 
6.6%  and  finance  stocks  increased  5.9%.  It  was  a  16.6% 
decline  in  the  natural  resource  group  (largely  energy  is- 
sues) that  devastated  the  Amex  composite. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

Percent  change 

5000 

5002 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

4.1 

4.3 

6.7 

4.0 

-1.5 

5.4 

in  last  52  weeks 

19.1 

22.4 

27.7 

18.6 

5.8 

20.6 

Stock  performance  i 

tased  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share 

price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

4.8 

4.4 

4.8 

3.3 

3.9 

4.7 

2.2 

2.9 

2.7 

5.0 

6.1 

0.9 

in  last  52  weeks 

22.2 

22.5 

33.5 

27.7 

15.1 

27.5 

21.3 

26.4 

34.3 

30.2 

33.2 

8.0 

Wilshire  index  reflects  price  performance  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created 
2Based  on  sales. 

A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable 
4A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  2/13/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Traffic  patterns.  The  same  falling  crude  oil  prices  that 
pushed  oil  stocks  down — the  oil  sector  fell  9.1%  over  the 
last  four  weeks — have  given  auto  stocks  a  lift.  With 
Chrysler,  Ford  and  General  Motors  among  the  best-per- 
forming consumer  durables  shares,  the  auto  sector  shows 
a  two-week  gain  of  7.3%,  a  four-week  gain  of  1 1.6%. 
Investors  think  that  cheaper  oil  will  boost  sales  of 


larger — higher- margined — domestic  models,  but  otheij 
problems  lie  ahead.  Inventories  have  grown,  sales  mo  | 
mentum  has  weakened,  cheap  new  imports  are  coming 
into  the  market,  and  Japanese  manufacturers  are  building 
U.S.  assembly  plants.  Security  analysts  expect  lower  earn- 
ings in  1987  for  domestic  manufacturers.  Don't  be  sur 
prised  if  auto  stocks  run  out  of  gas. 


Percent  change  in  last  52  weeks  "0<2>  Percent  change  in  last  two  weeks 
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Transportation 
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Consumer  nondurables  and  services, 
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Raw  materials 
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What  The  Analysts  Think 


Positive  second  thoughts.  Analysts'  earnings  forecasts  the  analysts  had  surprising  second  thoughts  in  two  cases, 
tend  to  be  overly  optimistic  the  first  time  around,  only  to  They  raised  their  1986  earnings  estimates  for  both  con- 
be  scaled  back  later.  Over  the  last  two  weeks,  however,     sumer  nondurables  and  finance. 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estimate 
in  2  weeks     in  4  weeks 

1                   Consumer  nondurables 

$2.62 

13.2 

%2.64 

%2.51 

2 

Finance 

3.86 

9.9 

0.74 

0.66 

3 

Capital  goods 

2.84 

13.2 

-0.07 

-0.76 

4 

Consumer  durables 

4.37 

8.8 

-0.10 

0.23 

5 

Utilities 

3.3-' 

8.6 

-0.23 

-0.35 

6 

Raw  materials 

2.30 

13.0 

-0.66 

-1.04 

7 

Technology 

2.89 

13.4 

-0.99 

-1.14 

8  Transportation 

2.63 

11.4 

-1.11 

-3.29 

9 

Energy 

3.44 

7.7 

-3.09 

-3.38 

Forecasting  the  Forbes  500 


Performance 
period 


Average 
earnings  per 

share  P/E 


latest  12  months 

1986  estimates 

1987  estimates 


$3.17 
4.18 
5.15 


14.1 
10.7 
9.3 


Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional  Brokers 
Estimate  System  (1BES|,  a  service  of  Lynch,  lones  &  Ryan,  a  New  York-based  brokerage  firm. 
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Dear  Advertiser,  You'll  always  be  #2  with  us. 

)on't  feel  slighted.  Because  it's  for  your  own  good. 
ly  placing  our  readers  ahead  of  everyone  else,  we  Ve  placed 
3d  Housekeeping  in  a  most  enviable  position:  the  single  most 
eved  magazine  in  the  field. 

Vhich  is  why  advertisers  are  attracted  to  us  more  than  any 
er  magazine.  And  why  they  believe  in  placing  their  ads  in  the 
;es  17,000,000  women  readers  believe  in. 
)ne  good  reason  our  readers  have  more  confidence  in  our  pages 
>ecause  we  put  more  authority  and  expertise  into  them.  Our 
ders  are  served  by  the  largest  and  most  professional  editorial 
:f  around,  including  scientists,  nutritionists,  chemists,  engineers, 
metologists,  among  other  experts. 

)ur  readers  also  feel  more  confident  about  what  they  see  on  our 
;es,  because  they  know  that  everything  which  appears  in  Good 
lsekeeping  must  meet  our  high  principles.  And  that  includes  the 
they  see. 

tearing  all  this  in  mind,  you  can  stay  ahead  of  the  competition 

taking  a  back  seat  with  Good  Housekeeping.  1 

Our  pages  do  more. 

185  SMRB  Good  Housekeeping  is  a  publication  of  Hearst  Magazines,  a  division  of  the  Hearst  Corporation.  ©  1986  The  Hearst  Corporation. 


Statistical  Spotlight 


Our  crapshooting  computer  picked  five 
model  portfolios  in  1984.  Only  one  did 
well:  low  PIE  scores  again! 

Not-so-smart 
dart 


Low  P/E 

With  a  64%  gain  since  June  of  1984, 
these  computer-selected  low-P/E 
stocks  made  the  most  money. 

Current 
value  of  initial 

Company                        $1,000  positions 

American  Century 

Central  Maine  Power 

1  359 

Chase  Manhattan 

1,804 

Chemical  New  York 

1,645 

Cincinnati  Gas  &  Elec 

2,022 

Commonwealth  Energy 

1,735 

Consumers  Power 

1,775 

Contl  111  Holding  (Contl  111) 

177 

Contl  Illinois  right  (Contl  111) 

666 

DWG 

654 

El  Paso  Electric 

1,452 

Finl  Corp  America 

946 

First  Am  Finl 

1,360 

First  Western  Finl 

1,340 

Ford  Motor 

1,778 

Gibraltar  Finl 

1,400 

Golden  West  Finl 

4,989 

Kansas  Cty  Pwi  &  Lt 

1,591 

Long  Island  Lighting 

2,046 

Maine  Public  Svc 

1,637 

Manufacturers  Hanover 

1,679 

Middle  South  Utils 

1,090 

Public  Service  Indiana 

1,043 

Public  Svc  New  Hamp 

1,975 

Toledo  Edison 

1,826 

United  Illuminating 

2,304 

Total  value  of  portfolio 

$40,993 

Growth  Fund 

These  25  growth  stocks  are  up  37%. 
Not  bad,  but  not  as  good  as  the  Wil- 
shire  index,  which  is  up  41%. 

Company 

Current 
value  of  initial 
$1,000  positions 

Academy  Insur  Group 

$  255 

Amfesco  Inds 

107 

Avant-Garde  Computing 

287 

BR  Communications 

537 

CPI 

1,284 

Comair 

2,060 

Commodore  Intl 

199 

Dreyfus 

4,028 

First  Executive 

2,045 

GTS 

349 

General  Homes 

942 

Helen  of  Troy 

553 

leffrey  Martin 

1,076 

Key  Pharmaceuticals 

1,040 

Limited 

3,881 

Liz  Claiborne 

2,844 

Nutri/System 

938 

Phoenix  American 

620 

Provincetown-Boston  Air  152 

Quick  &  Reilly  Group 

2,356 

Southern  Hospitality 

1,096 

Xidex  (Dysan) 

1,203 

Yankee  Cos 

698 

Berg  Enterprises 

reinvested 

Gulfstream  Aerospace 

reinvested 

Total 

$28,559 

Reinvested  distributions 

$  5,710 

Total  value  of  portfolio 

$34,270 

By  Steve  Kichen 
and  Michael  Ozanian 


Can  you  beat  the  market  with  a  pej 
sonal  computer?  Forbes  gave  thi 
proposition  a  try  in  1984  with  fiv 
computer-generated  portfolios  w 
called  Smart  Dart  and  Pure  Plai 
funds.  Results  to  date:  Four  of  the  fi^ 
look  pretty  dumb,  trailing  the  marke 
average  by  4  to  41  percentage  point: 
The  one  that  scored  was 
collection  of  stocks  sel! 
ing  at  low  price/earning 
ratios — that  is,  cheap. 

The  small  sample  siz 
and  the  brief  study  perio 


Smart  Dart  Random  Fund 


Our  computer  is  an  unspectaculai 
dart-thrower.  In  a  hot  market  this 
random  portfolio  gained  only  30%. 

Company 

Current 
value  of  initial 
$1,000  positions 

Ampad 

$1,344 

ARGOSystems 

1,205 

Bellwether  Explor 

338 

Big  Bear 

1,809 

Burndy 

796 

Dreyer's  Gr  Ice  Cream 

1,301 

AG  Edwards 

1,606 

Forest  Labs 

2,000 

Infodata  Systems 

650 

Intl  Banknote 

742 

Iomega 

2,878 

Penn  Central 

1,163 

Rainier  Bancorp 

1,890 

Sandwich  Chef 

1,033 

SIS 

941 

Steiger  Tractor 

609 

Texas  Am  Bancshares 

636 

Time 

1,438 

Toro 

1,711 

Ultrasystems 

506 

Victoria  Bankshares 

850 

Winnebago 


1,439 


American  Sterilizer 


reinvested 


Home  Centers  of  Am 


reinvested 


Richardson- Vicks 


reinvested 


Total 


$26,893 


Reinvested  distributions 


$  5,671 


Total  value  of  portfolio 


$32,564 
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Want  to  see  the  old  mill  stream 
turn  out  clean  new  energy? 


Borg-Warner  mini-hydroelectric  turbines  turn  the  energy  in  small  rivers  and  streams  Sfl  BorgWarner 

into  pollution-free  electrical  power.  That's  todays  Borg-Warner.  Diversified  for  financial 
stability.  A  company  worth  watching. 


Watch 

Borg-Warner 

^HknHr  C  1985  Bore-Warner  Corporation 

For  an  annual  report  write:  Borg-Warner,  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60604. 


prevent  us  from  draw- 
ing any  weighty  con- 
clusions about  in- 
vesting styles.  But 
this  isn't  the  first  time  that 
low-P/E  investing  has  come 
out  on  top. 
A  high-growth,  well-managed  com- 
pany is,  of  course,  worth  a  higher  mul- 
tiple of  its  earnings  than  a  deteriorat- 
ing company.  But  most  investors,  it 
seems,  have  a  knack  for  overdoing 
this  distinction.  They  overpay  for 
growth  companies  and  sell  off  the 
dogs  too  cheaply.  Investors  who  play 
the  contrary  game — that  is,  buying 
low-P/E,  unglamorous  companies — 
come  out  ahead.  Sometimes. 

Our  model  portfolios  are  only  20 
months  old,  but  the  dart  board  game 
is  a  lot  older  than  that.  In  1967  three 


Analysts'  Fund 

Analysts  expected  earnings  gains  in 
1985  for  these  issues.  One  year  later 
this  group  remains  in  fourth  place. 

Current 
value  of  initial 

Alcan  Aluminium  Ltd 

Allen  Group 

1  CAQ 

Allied-Signal  (Signal  Cos) 

1  til  1 
l,oZi 

Aluminum  Co  of  Am 

i  inn 

Arrow  Electronics 

73Q 

toy 

1)1...!.     V-  rYnfllrA. 

Black  &  Decker 

QUA 

yoo 

Chesapeake 

1,218 

Chrysler 

1,906 

Clark  Equipment 

959 

Data  General 

878 

Esterline 

710 

Federal  Paper  Board 

1,287 

Foxboro 

855 

Georgia-Pacific 

1,469 

BF  Goodrich 

1,293 

Joy  Mfg 

1,016 

Koppers 

1,225 

Lotus  Development 

1,120 

Marshall  Inds 

957 

Mead 

1,471 

Moore  McCormack  Res 

1,063 

Paccar 

1,133 

Singer 

1,432 

St  Regis 

reinvested 

UTD  Energy  Res 

reinvested 

Total 

$27,520 

Reinvested  distributions 

$  3,564 

Total  value  of  portfolio 

$31,083 

Forbes  executives  threw  darts  at 
stock  market  tables,  in  a  tongue-in- 
cheek  test  of  "random  walk"  invest- 
ing. At  our  final  look  (July  30,  1984), 
this  list  of  28  common  stocks  beat  the 
Dow  by  more  than  10-to-l,  largely  on 
the  strength  of  one  extremely  lucky 
pick  (Texas  Oil  &  Gas,  up  7,000%  at 
that  time).  After  17  years  of  mergers 
and  liquidations,  the  original  group 
had  dwindled  down 
to  15  issues  and  was 
retired. 

The  dart  board  re- 
placement was  a  mi- 
crocomputer-selected 
list  of  25  stocks,  the 
Smart  Dart  Fund.  This  time, 
however,   we   created  four 
other  groups  of  25  stocks  to 
compete  with  the  randomly 


Value  Fund 

These  stocks  were  all  cheap  in  rela- 
tion to  book  value.  Alas,  more  than 
half  just  got  cheaper. 

Current 
value  of  initial 

Company                         $1,000  positions 

Allied  Supermarkets 

$2,619 

Barber-Greene 

1,500 

Biotech  Capital 

1,944 

Charter  Co 

1,176 

Consumers  Power 

1,775 

Contl  111  Holding  (Contl  111) 

177 

Contl  Illinois  right  (Contl  111) 

666 

Crocker  Natl  pref  ICrocker  Natl)  1 ,620 

Crompton 

27 

Digicon 

236 

Evans  Products  186 

General  Pub  Utils 

2,161 

Inspiration  Res 

791 

Keystone  Consl  Inds 

764 

LTV  (Republic  Steel) 

400 

LTV  $1.25  cv  pref*  (Rep  Stl) 

125 

Long  Island  Lighting 

2,046 

Manufacturers  Hanover 

1,679 

Manville 

924 

Marine  Midland  Banks 

2,136 

Offshore  Logistics 

214 

Peoples  Restaurants 

0 

Petro-Lewis 

264 

Public  Service  Indiana 

1,043 

Transcontinental  Energy 

13 

Twin  City  Barge 

142 

Wheeling-Pittsburgh  Steel 

352 

Total  value  of  portfolio 

$24,991 

"Series  D 

selected  group.  Each  of  these  portfo  I 
lios  was  based  on  an  accepted  stock  I 
picking  principle. 

The  Pure  Play  Price/Earnings  Func 
consisted  of  25  issues  with  the  lowest 
price/earnings  ratios.  The  Pure  Pla> 
Book  Value  Fund  contained  issues 
selling  at  steep  discounts  to  book  val« 
ue.  The  Pure  Play  Growth  Fund  con- 
sisted of  firms  with  high  sales  and 
earnings  growth  over  the  preceding 
four  years.  The  Pure  Play  Analysts 
Choice  Fund  was  25  stocks  whose 
anticipated  1985  earnings  wouk 
show  the  largest  gains  over  1983's. 

Current  score:  The  low-P/E  list  beai 
the  market  handsomely,  up  64%  vs 
40.6%  for  the  Wilshire  5000  index 
The  best  low-P/E  stock  was  Golden 
West  Financial.  This  Oakland,  Calif. - 
based  bank  holding  company  is  up 
almost  400% . 

Now  for  the  losers.  In  second  place 
was  the  Growth  Fund,  which  trailec 
the  Wilshire  average  by  a  scant  <■ 
points.  If  the  low-P/E  theory  of  invest 
ing  worked  perfectly,  the  growth 
stocks — that  is,  high-P/E  stocks 
would  have  come  in  dead  last.  But  ii 
doesn't  work  perfectly.  As  we  said,  nc 
weighty  conclusions.  In  any  event 
low-P/E  fans  can  argue  that  the 
growth  portfolio  would  have  looked 
pretty  dismal  were  it  not  for  just  twe 
companies — that  dazzling  retailei 
The  Limited  and  Dreyfus,  whose  mu 
tual  funds  are  all  the  rage — and  these 
two  may  be  statistical  flukes. 

In  third  place  was  the  Smart  Dart 
Fund,  the  electronic  successor  to  the 
original  dart  board  fund.  It  was  10 
points  behind  the  Wilshire  index 
Three  buyouts  helped  its  perfor 
mance:  American  Sterilizer,  Home 
Centers  of  America  and  Richardson 
Vicks.  What  kept  the  list  down?  Ul 
trasystems,  an  alternative-energy  out 
fit,  has  collapsed  to  half  its  original 
value.  Bellwether  Exploration,  Steigei 
Tractor  and  Texas  American  Banc- 
shares  also  fared  poorly. 

The  Pure  Play  Book  Value  Fund  pull 
up  the  rear.  Sad  to  say,  you  can't  take  a 
balance  sheet  at  face  value.  Three  com- 
panies on  this  list  went  bust.  Allied 
Supermarkets,  however,  a  midwest- 
ern  grocery  chain  trying  to 
recover  from  an  earlier  Chap- 
ter 11,  is  up  162%. 

Ln  our  initial  re- 
view (Mar.  11,  1985 > 
of  the  five  new  portfo- 
lios, we  valued  acquired 
companies  at  the  takeover 
price.  This  time  we  have 
assumed  that  proceeds  of 
cash  tender  offers  were  re- 
invested in  the  remaining 
stocks.  ■ 
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Philippines  Malaysia  Sri  Lanka  Singapore 


Asia's  Special  Secret 

Want  to  reach  business  and  government  leaders  in 
Asia  in  a  high  quality  editorial  environment — but  at  a  low 
cost? 

WorldPaper,  the  special  section  on  international 
affairs  which  appears  monthly  in  national  publications, 
has  a  circulation  in  Asia  exceeding  that  of  the  Far  Eastern 
Economic  Review,  plus  the  Asian  Wall  Street  Journal,  plus 
the  International  Herald  Tribune,  plus  Newsweek. 
WorldPaper 's  advertising  rates  are  one  third  that  of  our 
collective  competition,  made  even  more  attractive  by  a 
unique  frequency  discount  structure  to  facilitate  major 
schedules. 

PS.  Advertising  is  limited  to  five  pages  per  issue,  so 
keep  this  secret  to  yourself. 

WorldPaper 

Living  Up  to  the  Name 

WorldPaper  424WorldTradeCenter  Boston  MA02210  Tel:(617)439-5400  Telex6817273 



A  special  advertising  opportunity  for  companies  to  promote  thei 
investment  advantages  to  America's  primary  investment  market. 


Forbes  Investor  Market 

Public  companies  seeking  to  capitalize  on  their  1985  success 
and  attract  new  shareholders  can  reach  a  $350  billion  investor 
market  with  Forbes'  1986  Annual  Report  Advertising  Section.  By 
participating  in  this  section,  you  can  deliver  your  company's 
performance  record  to  Forbes'  720,000  affluent  and  influential 
subscribers  who  represent  America's  most  powerful  investor 
market.  For  example,  88%  own  corporate  stock  with  average 
holdings  of  $551,000.  Their  substantial  personal  wealth  and  top 
level  positions  in  business  make  them  primary  targets  for  your 
company's  annual  report.  They  average  $139,000  in  household 
income  and  one  out  of  every  three  and  a  half  is  a  millionaire. 
Over  half  offer  advice  on  investment  decisions  for  others,  includ- 
ing corporations,  estates,  pension  funds,  institutions  and  trusts. 

(Source:  Don  Bowdren  Associates,  1985) 

Results 

Forbes'  readers  are  ripe  for  lucrative  investment  opportuni- 
ties and  request  information  available  through  the  magazine. 
Last  year's  Annual  Report  Advertising  Section  produced  over 
530.000  responses,  with  some  advertisers  drawing  as  many  as 
8.400  requests  for  annual  reports.  As  a  service  to  all  advertisers 


in  the  section,  Forbes  furnishes  pre-addressed  pressure  s- 
tive  labels,  plus  a  duplicate  list  of  respondents. 

Introducing  Full  Color  Reproduction 

Forbes'  May  19th  issue  presents  an  excellent  opportunil 
your  company  to  attract  new  investors.  Forbes  will  highligl 
current  annual  report  in  a  1/8-page  unit  including  black-s 
white  reproduction  of  your  annual  report  cover  for  $3,40( 
the  first  time,  advertisers  in  the  section  have  the  option  to 
their  annual  report  covers  in  four  color  at  the  additional  c 
only  $100.  Participants  will  reach  Forbes'  influential  mark 
heavy  investors  at  a  low  cost-per-thousand  of  less  than  $5 

Take  advantage  of  the  Annual  Report  Advertising  Sectior 
present  your  company's  investment  information  to  Forbes' 
affluent  audience  of  over  two  and  a  half  million  readers  * 

•MMR,  1985 

Issue  Date:  May  19,  1986 
Closing  Date:  March  28,  1986 

Call  or  write  to  Sarah  Madison  for  reservations 
and  information. 

Forbes  Magazine,  60  Fifth  Avenue 
New  York,  N.Y.  10011,  (212)  620-2371 
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Remember  the  original  junk  bonds,  the 
fallen  angels?  Some  are  still  around. 

CALL  THEM 
OLD-FASHIONED 


By  Ben  Weber  man 


There's  junk  and  there's  original 
junk.  The  word  is  cliche  as  applied 
to  the  flaky  paper  cranked  out  by 
the  carload  these  days  to  finance 
flaky  takeovers.  The  original  thing 
is  bona  fide  debt  from  bona  fide 
companies  that  hit  a  bad  patch. 
They  seem  as  quaint  as  the  railroad 
reorganization  bonds  of  the  1930s. 
But  readers  with  long  memories 
will  remember  that  a  few  smart  peo- 
ple made  a  lot  of  money  in  railroad 
bonds.  Will  it  be  the  same  with  old- 
fashioned  junk? 

There  has  been  an  enormous  in- 
crease in  the  amount  of  high-yield 
bonds  floating  around — about  $35 
billion  issued  in  the  last  two  years 
alone — and  a  corresponding  erosion 
in  quality.  Raiders  simply  discov- 
ered the  public  will  buy  anything  if 
it  yields  17%,  and  vulnerable  com- 
panies learned  that  by  deliberately 
degrading  the  quality  of  debt,  they 
could  discourage  takeover. 

When  you  have  both  expanding 
supply  and  shrinking  quality,  you 
also  have  falling  prices  and  rising 
yields.  As  recently  as  1984,  specula- 
tive bonds  paid  roughly  3  percent- 
age points  more  than  Treasury  is- 
sues. Now  the  spread  has  widened 
to  nearly  5  points. 


Ren  Weberman  is  economics  editor  of 
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That  doesn't  mean  these  new 
junk  issues  are  bargains.  Far  from  it. 
It  means  that  quality  is  question- 
able and  risk  is  high. 

But  overlooked  in  all  the  excite- 
ment are  the  true  fallen  angels. 
Their  yield  spreads  against  long- 
term  Treasury  bonds  have  widened, 
of  course,  along  with  other  specula- 
tive yield  spreads.  They  carry  plenty 
of  risk  themselves,  make  no  mis- 
take. But  a  case  can  still  be  made  for 
a  number  of  them  as  speculative 
investments  for  investors  with 
strong  nerves. 

Like  railroad  reorganization  bond 
specialists,  firms  that  follow  old 
junk  bonds  are  small  and  often  little 
known.  An  example  is  R.D.  Smith 
&  Co.  of  New  York  City,  with  its 
analyst,  James  D.  Bennett. 

What's  a  true  fallen  angel?  Ben- 
nett points  to  Public  Service  Co.  of 
New  Hampshire.  PSNH  is  now  a 
much  more  credible  and  financially 
viable  company,  he  says,  than  it  was 
last  spring  when  the  future  of  the 
Seabrook  nuclear  plant,  in  which  it 
has  a  35.6%  interest,  was  in  doubt. 
Now,  a  test  of  the  Seabrook  evacua- 
tion plan  has  been  scheduled  for  the 
end  of  February,  Public  Service  Co. 
has  final  clearance  on  new  financ- 
ing, and  the  company  is  no  longer  in 
danger  of  bankruptcy. 

PSNH  first-mortgage  bonds, 
which  were  yielding  16%  to  17% 
last  spring,  are  now  in  the  12.5% 
range  and  not  attractive  to  Bennett 
at  that  price.  But  he  sees  merit  in 
some  of  the  utility's  debentures.  For 
example,  the  17'/2S  of  2004,  callable 
after  1994,  are  selling  at  115'/4  to 
yield  15%  to  maturity  and  have  a 
current  yield  of  15.15%.  The  PSNH 
debentures  are  junior  to  the  first- 
mortgage  issues,  but  Bennett  still 


considers  them  relatively  safe. 

Bennett  and  Randall  D.  Smith, 
sole  owner  of  the  securities  firm,  are 
also  interested  in  some  oil-related 
issues  now  in  the  market  doghouse. 
Two  examples:  Petro-Lewis 
(Forbes,  Sept.  10,  1984)  and  Damson 
Oil  Corp.  Both  have  been  in  finan- 
cial trouble,  mired  in  class-action 
suits  and  other  litigation.  Now,  of 
course,  with  oil  prices  still  falling, 
they  are  in  even  more  trouble.  Both 
Petro-Lewis  and  Damson  have  neg- 
ative cash  flows  at  the  moment,  al- 
though operating  cash  flow  is  posi- 
tive, and  even  if  oil  should  stay  at 
$  1 5  a  barrel — never  mind  if  it  drops 
to  $10— neither  is  likely  to  survive. 

Bennett  says  Petro-Lewis  deben- 
tures will  pay  off  if  the  company  can 
stay  in  business  for  three  more 
years.  He  thinks  there  is  enough  in 
the  till  in  salable  assets  and  in  bank 
credits  to  sustain  losses. 

Petro-Lewis'  13%%  debentures  of 
1993  are  trading  around  $40  per 
$100  of  face  value,  which  includes 
$5.75  of  accrued  interest,  for  a  cur- 
rent return  of  40% .  An  interest  pay- 
ment of  $6,875  will  be  made  on  Apr. 
1.  Then  payments  of  $13.75  will  be 
made  in  each  succeeding  year 
through  1993.  If  the  company  can 
stick  around  for  three  years,  then, 
interest  payments  will  total  more 
than  $48,  or  more  than  your  original 
investment.  If  crude  stabilizes 
above  $17,  Bennett  says,  then  the 
price  of  the  security  would  also  rise, 
providing  a  handsome  total  return. 
Risky?  You  bet.  But  the  risks  are 
clearer  than  in  some  of  the  facti- 
tious junk  being  issued  to  finance 
takeovers  and  LBOs  recently. 

Damson  has  even  more  risk  than 
Petro-Lewis,  although  it  also  has 
greater  flexibility  in  working  with 
its  master  limited  partnerships  and 
a  real  estate  income  fund  it  man- 
ages. These  give  it  a  potential  for  fee 
income. 

Damson's  securities  include  12s 
of  2003,  selling  at  44,  and  13.20s  of 
2000,  selling  at  45.  That  means 
yields  of  both  are  in  the  stratospher- 
ic 30%  range,  and  the  risk  is  com- 
mensurate. The  point  is,  the  future 
of  some  of  these  companies  is  sub- 
ject to  better  analysis  than  that  of 
the  junk-as-junk  issued  to  finance 
mergers,  where  the  prospect  of  re- 
payment rests  on  the  takeover  ar- 
tists' ability  to  sell  off  subsidiaries 
at  inflated  prices  that  buyers  are 
increasingly  reluctant  to  pay. 

Risk  is  risk.  But  in  some  cases, 
older  may  be  better.  ■ 
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Where  have  all  the  bears  gone?  They've 
grown  horns,  dropped  to  all  fours  and 
are  eagaiy  pawing  the  ground. 

AN  1800  DOW 
JONES?  EASY 


By  Susan  Lee 


For  the  past  seven  months  Wall 
Street  opinion  has  been  divided  be- 
tween extreme  optimism  and  total 
pessimism,  with  most  money  run- 
ners hunkered  nervously  in  the 
middle.  In  short,  most  of  the  pros 
were  at  least  a  little  skeptical  about 
the  current  bull  market  in  its  earlier 
stages.  I  listened  to  both  sides, 
pulled  my  hair  a  little,  and  finally 
concluded  that  the  bulls  were  mak- 
ing the  smarter  case  (and,  as  it 
turned  out,  the  correct  one).  This 
time,  though,  reporting  on  what  the 
pros  think  is  a  snap:  I  haven't  talked 
to  a  single  bear  in  weeks. 

The  bull  case  is  uncommonly 
compelling.  First,  uncertainty  about 
the  direction  of  the  economy  has 
disappeared.  Money  managers  feel 
that  the  recent  growth  recession  is 
clearly  over,  and  they're  expecting 
real  GNP  to  rise  3%  to  4%  this  year. 

How  so?  Everyone  can  see  that 
the  economic  conditions  of  the 
1970s — high  inflation,  high  oil  and 
commodity  prices  and  high  taxes — 
are  unwinding  now.  The  swoon  in 
the  price  of  oil,  for  instance,  should 
result  in  both  lower  inflation  and 
faster  economic  growth.  Estimates 
are  that  lower  oil  prices  could  cut 
inflation  anywhere  from  50  to  100 
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basis  points  while  increasing  GNP 
by  100  basis  points. 

And  money  managers  are  betting 
the  economy  will  get  a  boost  from 
monetary  growth.  Not  only  has  this 
period  of  slow  growth  given  the  Fed 
more  flexibility,  but  the  addition  of 
two  new  governors  puts  the  tight 
money  advocates  in  a  minority. 

Another  plus  for  a  strong  econo- 
my: Manufacturing  should  be  gang- 
busters  given  the  decline  in  the  dol- 
lar, low  inventories  and  the  past 
several  years  of  cost-cutting. 

Also,  consider  supply  and  de- 
mand. The  supply  of  common  stock 
has  been  shrinking.  LBOs,  acquisi- 
tions and  stock  buybacks  worth 
hundreds  of  billions  of  dollars  have 
removed  around  20%  of  the  out- 
standing stock  from  the  market. 

Meanwhile,  demand  for  stock  has 
been  heating  up.  Falling  interest 
rates  have  made  bonds  less  attrac- 
tive relative  to  stocks,  and  there  are 
tens  of  billions  of  bucks  in  money 
market  funds  that  could  cross  over 
into  common  stocks,  with  the  big 
move  coming  from  individual  in- 
vestors holding  IRAs  and  Keoghs. 
Besides,  having  been  burned  in  resi- 
dential real  estate,  gold,  diamonds 
and  collectibles,  investors  are  be- 
ginning to  find  financial  assets  pref- 
erable to  hard  assets. 

Gene  Sit  of  Sit  Investment  Asso- 
ciates says:  'As  long  as  you  have 
this  very  favorable  supply  and  de- 
mand, the  market  could  rise  at  a 
12%  annual  rate  for  another  two  or 
three  years.  If  inflation  stays  at  3% 
to  4%,  that's  a  very  good  return.  If 
I'm  wrong,  it's  because  I'm  being 
too  conservative." 

Most  money  runners  agree  with 
Sit.  Even  the  typically  cautious 
Doug  Loudon  at  Scudder,  Stevens 


thinks  the  market  is  good  for  at 
least  a  10%  bump  up  this  year.  And 
there  are  more  than  a  few  who  agree 
with  Robert  Kemp  of  Loomis, 
Sayles  that  a  30%  jump  is  more 
likely. 

What  are  these  bulls  buying?  All 
sorts  of  stocks  once  on  the  forbid- 
den list,  from  commodities  through 
technology  to — dare  I  write  the 
words? — growth  stocks. 

One  growth  play  is  Symbolics,  a 
Cambridge,  Mass.  company  making 
both  hardware  and  software  in  the 
artificial  intelligence  area.  Investors 
can  profit  not  only  by  catching  an 
industry  in  its  beginnings  but  also 
by  latching  on  to  a  leading-edge 
company.  The  earnings  momentum 
here  could  be  awesome. 

Another  is  Symbol  Technologies, 
Inc.,  a  Bohemia,  N.Y.  firm  making 
laser  scanners  for  supermarkets. 

Jerry  Milbank  of  Milbank  Tanaka 
likes  Southland  Corp.  This  compa- 
ny, which  owns  the  7-Eleven  conve- 
nience chain,  is  selling  parts  of  its 
business,  which  will  give  it  money 
to  enhance  its  stores  with  cash  ma- 
chines or  electronic  kiosks  for  tick- 
ets to  sporting  events  and  whatever. 
"Remember,"  says  Milbank,  "half 
of  America  lives  within  2  miles  of  a 
7-Eleven  store.  Baby  boomers  won't 
drive  another  5  miles  to  save  a  nick- 
el on  a  quart  of  milk." 

Hugh  Lamle  of  M.D.  Sass  has 
some  more  traditional  picks.  He's 
hot  for  various  financial  stocks,  es- 
pecially insurance  companies  that, 
he  says,  are  not  only  raising  their 
premiums  by  200%  to  300%  in  the 
first  year  but  are  providing  less  cov- 
erage. For  instance,  he  likes  Cigna, 
which  has  taken  tremendous  write- 
downs, and  St.  Paul's,  Home  Group 
and  USF&G.  (Note:  If  you're  up  for  a 
financial  stock,  the  California- 
based  thrift  H.F.  Ahmanson  is  a 
name  I  keep  hearing.) 

The  fact  is  that  the  market  keeps 
climbing  despite  bad  news:  the  con- 
stitutional challenge  to  Gramm- 
Rudman  and  the  potential  bank- 
ruptcy of  Mexico  (and,  by  associa- 
tion, the  whole  Southwest  U.S.  and 
a  bunch  of  money  center  banks).  A 
stock  market  that  can  climb  in  the 
face  of  all  these  worries  clearly  has  a 
lot  of  steam. 

A  thoroughgoing  contrarian 
might  say  that  all  this  optimism  is 
scary.  Maybe  so,  but  there  are  an 
awful  lot  of  very  smart  people  who 
think  that  the  optimism  is  justified. 
In  a  situation  like  this,  I'd  go  with 
the  flow,  not  against  it.  ■ 


192 


FORBES,  MARCH  10,  1986 


brbes  Market/ 


REAL  ESTATE 


DISTRIBUTORS  WANTED 


BUSINESS  OPPORTUNITIES 


EXECUTIVE  GIFTS 


i-LEY  RANCH— PRICE  RE- 

pED — On  the  Upper  South  Fork  of 
Shoshone  River,  Valley  is  Cody's 
minent  guest  ranch,  dating  back  to 
.  Virtually  surrounded  by  National 
st  and  wilderness  area,  its  unique 
iings,  historic  furnishings,  and 
ome  beauty  make  it  the  prime  real 
e  holding  in  the  valley.  The  price 
been  cut  in  half  by  its  current 
irs  who  overspent  to  bring  it  back 
s  former  grandeur.  A  once  in  a 
me  opportunity  to  own  the  very 
Contact  Exclusive  Agent  for  the 
:rs:  Hall  &  Hall,  Inc.,  RO.  Box 
,  Billings,  MT  59103 
(406)  252-2155. 


HISTORIC 
1INNESOTA  RESORT 

0  ft.  of  sugar  sand  beach  with  235 
s  encompassing  27  cottages  and 

1  modem  lodge.  Bank  says  sell  at 
),000  terms. 

Jack  Chivers  Realty 
troit  Lakes,  MN  56501-0597 
218-847-3112 


nt  your  own  40  acres.  Plen- 
of  game  in  these  hills! 
1,000  and  up.  1%  down.  9% 
incing. 

Call  303-379-3263 
irbes  Wagon  Creek  Ranch 

Box  303 
Ft.  Garland,  CO  81133 


iCELLANEOUS  FOR  SALE 

VESTMENT  GEMSTONES! 
IARANTEED  LIQUIDITY!!! 

wholesale  catalog  Satisfaction  Gtd 
8  yrs'  Member:  Jewelers  Board  of 
,  Chamber  Commerce.  American 
Trade  Assn. 

HOUSE  OF  ONYX 
No  One  Main  Street 
Greenville,  Kentucky  42345 
TOLL  FREE  1-800-626-8352 

FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcase:  $5.95; 
three  for  $T7 

Binders:  $7.50; 
three  for  $21.75 

check  with  your  name  and 
address  to: 
iSSE  JONES  BOX  CORP. 
Dept.  FB.  P  O  Box  5120 
Philadelphia.  PA  19141 


OR  ADDITIONAL  INFORMATION 
WRITE  OR  CALL: 

UNDA  LOREN 
RBES  MARKET/CLASSIFIED 

Fifth  Avenue/New  York,  NY  10011 
(212)  620-2440 


NEW  PRODUCTS 
AVAILABLE 

We  ore  on  established,  publicly-owned 
R&D  company  with  40  years  experience 
in  that  field  We  have  developed  more 
new  products  than  we  can  market,  and 
are  seeking  reliable  firms  capable  of 
marketing  products  in  the  pharmaceu- 
tical, health-care,  medical  devices,  spe- 
cialty-chemical, and  cosmetic  fields 
Principals  only 

United-Guardian,  Inc. 

PO  Box  2500 
Smithtown,  New  York  1 1 787 
(516)  273-0900 
TWX:  510-227-6230 


BUSINESS  OPPORTUNITIES 


^EmJ  15.000  BUSINESSES 
■fcSOEP  FROM  COAST 

~1%HX  TO  COAST 

No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
M*\     Toll  Free  800-327-9630 
Vp/  in  Fla  call  800-533-4663 


BUSINESSES  FOR  SALE 

Last  monlh  we  had  a  71%  success  in 
matching  personally  inspected  sellers  with 
buyers  SO  OBI igatios' 

CALL  TOLL  FREE  1800-233-2115 
TEXAS  CALL  1-214-980-4865 

f--v£     GREAT  WESTERN 

v^r       BUSINESS  EXCHANGE.  INC. 

14114  Dallas  Parkway.  Suite  220 
Dallas.  TX  75240 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

With  a  bargain  sale  to  a  chanty,  our  cash 
purchase  +  your  income  tax  savings  give 
you  a  substantial  financial  return. 
Airplanes,  Real  Estate  &  Motor  Vehicles. 

AMERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


Operating  Part  121  Supplimental 
Charter  Air  Carrier  with  worldwide 
passenger  and  cargo  authority  seeks  in- 
vestors. Prefer  career-minded  cockpit 
crew  members  with  some  management 
potential  Nearly  $20  million  revenue 
on  books  for  1986.  Unlimited  future! 
Box  #  300,  60  Fifth  Avenue, 
New  York,  NY  10011 


SHARING 


IS  CARING 


CALL 
YOUR 


SHOTS 

If  you'd  rather  take 
charge  than  take 
orders,  owning 
an  American  Speedy 
Printing  Center  is  the 
unlimited  opportunity 
you're  looking  for. 

CALL  TOLL  FREE 
1-800-521-4002 


32100  Telegraph  Road 
Birmingham,  Ml  48010 


EMPLOYMENT  SERVICES 


HIRE  THE 
RIGHT  PILOT! 

Computer  pilot  selection  used  by  100  s  ot  airlines 
&  corporations— 1,000's  of  Qualified  Pilots— 30 
Million  Flight  Hrs— 3.000+  Jet  Type  Ratings 
Low  Flal  Fee — Overnight  Service—Guaranteed 
Results  FAPA  4291-J  Memorial  Dr  Atlanta  GA 
30032  Call  exl  48 

1-800-JET  JOBS 


BOOKS/PERIODICALS 

TAKE  CHARGE! 

Be  strong  and  safe  with  people  and 
events.  Read  "50  Ways  to  See  Through 
People"  by  popular  author  Vernon 
Howard.  End  self-doubt,  be  confident 
Practical  methods  for  calm  command  in 
office  and  home  Psychiatrist  Dr.  Jesse 
Freeland  urges,  "Discover  new  success 
in  human  relations  with  this  treasure 
chest"  Only  $1  Write:  NEW  LIFE, 
Box  275,  Boulder  City,  Nevada  89005 


Remington  Bronzes 

The  Outlaw 

Full  size  _  _ 
cast  Irom  $hQQ 
original 

with  purchase  of 
Remington  pure  bronze 
full  size  Mountain  Man 
or  Bronco  or  Rattlesnake 
7  day  approval      M  m-*i- 
Reg  $2175  Sale  *1475 
800-435-3545 
714-854-2999 

Wh Maker  Western  Bronzes 


nm  .-in 


ALL  NAME  BRANDS 

FAST-FRESH-CHEAP 

1-800-JR-CIGAR 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'ii  narrow  your  closet 
classics  to  a  stylish  3  W  for 
state  widtti)  Great  Birth- 
day or  Christmas  gift 
Send  SI3  SO  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco.  CA  94131        |4IS|  5SS-&100 


AIRLINE  CONSULTANTS 


AIRLINE 
MANAGEMENT 
CONSULTANTS 

•  DOT  CERTIFICATION 

■  FAA  CERTIFICATION 
ROUTES  &  EQUIPMENT 
AIRPORT  ACCESS/LEASES 
FINANCING  &  INSURANCE 
INTERLINE  AGREEMENTS 
RESERVATIONS  SYSTEMS 
MAINTENANCE  SYSTEMS 
ACCOUNTING  SYSTEMS 

Airline  STARTUP  and 
CONTINUING  support 
HANDS-ON  experience 
founding  and  managing 
SUCCESSFUL  AIRLINES 
since  1978.  615-970-4490. 
Metro  Airport  Alcoa  TN. 


COMPUTERS 


TANDY-EPSON 


Our  10th  year  of  DISCOUNTS 
Ed  or  Joe  McManus 
Fgt.  Prepaid.  Save  Tax 
a,      Toll  Free  800-231-3680 

fill  mflRYITIflC  INDUSTRIESINC 

22511  Katy  Fwy. 
Katy  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


Forbes:  Capitalist  Tool® 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 
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AMETEK  INC.  N 
AMETEK  REPORTS  YEAR-END  RESULTS, 
STRONGER  FOURTH  QUARTER 

Paoli,  PA  (February  4, 1986)  AMETEK,  Inc.  (nyse/pse-AME) 
reported  today  that  its  fourth  quarter  sales  of  $138.6  million 
in  1985  surpassed  the  $121  million  shipped  in  the  last 
quarter  of  1984.  Net  income  for  the  three  months  ended 
December  31,  1985  reached  $8.5  million  or  38  cents  per 
share,  compared  with  the  $8.1  million  or  37  cents  per  share 
earned  in  the  fourth  quarter  of  1984. 

Sales  of  $502.8  million  for  the  full  year  of  1985  nearly 
equaled  AMETEK's  all-time  record  totals  of  $503.9  million 
set  in  1984.  Earnings  in  1985  were  $34.9  million  or  $1.59 
per  share,  compared  to  earnings  of  $38.7  million  or  $1.78 
per  share  in  1984,  before  a  nonrecurring  tax  credit  of  $4 
million  or  18  cents  per  share.  The  tax  credit,  resulting  from 
a  change  in  tax  laws,  increased  1984  net  income  of  $42.7 
million  or  $1.96  per  share. 

"Final  figures  for  1985  indicate  that  it  was  the  second 
best  year  in  the  company's  history,"  AMETEK's  chairman  Dr. 
John  H.  Lux  said,  "running  just  behind  the  record  results  of 
1984.  New  orders  in  the  fourth  quarter  were  at  record  levels, 
pushing  the  company's  backlog  of  orders  to  $206  million  at 
year-end,  compared  to  a  backlog  of  $182  million  at  the  end 
of  1984  About  half  of  this  14  per  cent  increase  came  from 
companies  acquired  during  the  year,  and  the  balance 
represents  increased  orders  among  our  established  divi- 
sions, with  improvements  in  certain  lines  of  instruments 
and  aerospace  products,"  Dr.  Lux  added. 

In  late  November  the  company's  board  of  directors  voted 
to  increase  AMETEK's  fourth  quarter  dividend  by  five  cents  a 
share  to  25  cents,  an  indicated  annual  rate  of  $1.00  per 
share.  The  higher  payment  in  December  made  1985  the  36th 
consecutive  year  in  which  AMETEK  increased  its  cash 
dividend  payout  to  stockholders,  a  unique  record  among 
New  York  Stock  Exchange-listed  industrial  manufacturers. 

During  1985  the  company  purchased  Houston  Instru- 
ment, an  Austin,  Texas  producer  of  computer-driven  graph- 
ics plotters;  Panalarm,  a  leading  manufacturer  of  process 
monitoring  instruments  in  Skokie,  Illinois,  Ononics,  a  Boze- 
man,  Montana  developer  of  laser-based  instruments  used  in 
fiber  optic  communications  systems;  Dycor  Electronics,  a 
producer  of  residual  gas  analysis  systems,  which  is  being 
merged  into  AMETEK's  Thermox  Instruments  division  in 
Pittsburgh,  Pennsylvania,  and  Carsonite,  a  Carson  City, 
Nevada  manufacturer  of  composite  materials. 

Three  months  ended  December  31 


1985 

1984 

Sales 

$138,597,000 

$121,039,000 

Net  Income 

8,462.000 

8.058,000 

Per  share 

.38 

.37 

Dividends  Per  Share 

.25 

.20 

Average  Shares  Outstanding 

22,014,370 

21,870,251 

Year  ended  December  31 

1985 

1984 

Sales 

$502,789,000 

$503,926,000 

income  before  nonrecurring 

tax  credit 

34,935.000 

38,697,000 

Nonrecurring  tax  credit 

4  000,000* 

($.18*  per  share) 

Net  Income 

34,935,000 

42.697,000 

Per  Share 

1.59 

196 

Dividends  Pei  Share 

.85 

80 

Average  Shares  Outstanding 

21,969.762 

21,816,273 

'results  from  elimination  of  previously  deferred  DISC  Federal  income  taxes 

(Contact:  Darrah  Ribble.  AMETEK,  Inc.,  Station  Square 
Two,  Paoli,  PA  19301.  Phone  (215)  647-2121.) 


HEALTH  CORPORATION  OF  AMERICA  0 

WAYNE,  PA.,  Feb.  11— Joseph  R.  Cusumano,  President  of 
Health  Corporation  of  America  (Philadelphia  Stock  Exchange 
symbol — HEA,  NASDAQ  symbol— HEACC)  recently  an- 
nounced the  inclusion  of  the  following  Philadelphia  area 
health-care  institutions  into  HEA's  preferred  provider  net- 
work: Hahneman  University  Hospital,  Nazareth  Hospital, 
North  Penn  Hospital,  Riddle  Memorial  Hospital,  Saint  Agnes 
Medical  Center,  Saint  Mary's  Hospital/Langhorne,  Delaware 
Memorial  Hospital,  Doylestown  Hospital,  Montgomery  Hospi- 
tal, Sacred  Heart  General  Hospital  and  Chestnut  Hill  Hospi- 
tal. The  network  has  evolved  in  response  to  increased 
competition  and  demands  for  an  effective  alternative 
cost-containment  mechanism  within  the  health  care 
industry.  HEA's  preferred  provider  network's  marketing 
appeal  to  hospitals,  physician's  and  employers  coupled 
with  HEA's  proven  ability  to  effectively  control  health-care 
costs  is  expected  to  have  significant  impact  of  HEA's 
future  earnings. 

Mr  Cusumano  also  announced  the  addition  of  the  follow- 
ing clients  joining  the  over  200,000  subscribers  to  HEA's 
self-funded  stop-loss  programs:  The  Laurel  School  District, 
New  Castle,  Pa.;  The  City  of  Millville,  Millville  N.J.;  Roy  F. 
Weston,  Inc.,  Westchester,  Pa.;  The  United  Food  and  Com- 
mercial Workers  Local  72,  Kingston,  Pa.,  Action  Manufactur- 
ing Corporation,  Philadelphia,  Pa.,  Hull  Corporation  and 
Cozen,  Begier,  O'Connor,  Philadelphia,  Pa. 

Additionally,  Mr.  Cusumano  stated  that  management  is 
currently  evaluating  potential  acquisition  candidates  in  the 
third-party  administrative  (TPA)  and  preferred  provider 
areas,  and  plans  to  expand  to  other  regions  via  acquisition 
of  regional  TPA's. 

Health  Corporation  of  America  is  engaged  in  business  as 
a  third-party  administrator  (TPA)  within  the  health  care 
field  which  consists  of  designing  and  administrating  self 
funded  medical,  dental,  vision,  and  podiatry  plans  to 
unions,  municipalities,  school  districts  and  corporations. 

(Contact:  Joseph  R.  Cusumano,  President,  Health  Corpo- 
ration of  America,  650  East  Swedesford  Rd.,  Wayne,  PA 
19087.  Phone  (215)  687-8680  or  Kenneth  L.  Latham, 
Latham  and  Company.  Phone  (212)  422-5186.) 


AFFILIATED  PUBLICATIONS,  INC.  A 

February  10,  1986.  Affiliated  Publications,  Inc.  today 
reported  that  earnings  for  1985  were  $30,958,000  or  $1.69 
per  share,  versus  $27,350,000  or  $1.49  per  share  in  1984. 

The  calendar  year  and  fourth  quarter  of  1985  contained 
one  less  week  than  the  calendar  year  and  fourth  quarter  of 
1984  (52  weeks  versus  53  weeks  and  13  weeks  versus  14 
weeks  respectively). 

Full-year  1985  revenues  were  $367,311,000  as  compared 
with  $343,836,000  for  the  prior  year.  Fourth  quarter  1985 
revenues  (13  weeks)  were  $99,451,000  versus  $98,244,000 
during  the  fourth  quarter  of  1984  (14  weeks). 

Net  income  for  the  fourth  quarter  of  1985  was 
$10,926,000  or  $.60  per  share,  as  compared  with 
$9,151,000  or  $.50  per  share  for  the  comparative  period  a 
year  ago.  All  per-share  amounts  have  been  retroactively 
restated  to  reflect  the  three-for-two  stock  splits*paid  Janu- 
ary 24,  1986  and  January  25,  1985. 

Earnings  in  1985  included  the  gains  on  sale  of  radio 
stations  in  Springfield,  Mass.,  and  White  Plains,  New  York. 
These  non-operating  gains  increased  net  income  by 


$3,846,000  or  $.21  per  share  for  the  year,  and  net  i 
$1,733,000  or  $.09  per  share  in  the  fourth  quarts 
William  0.  Taylor,  Chairman  of  the  Board,  said 
slight  decline  in  Affiliated's  earnings,  exclusive  of 
on  the  sale  of  the  radio  stations,  was  the  resii 
increase  in  the  losses  of  McCaw  Communications 
nies,  Inc. 

Equity  in  losses  of  affiliates  was  $7,772,000 
versus  $5,210,000  during  1984.  These  losses  red 
income  by  $7,772,000  or  $.42  per  share  for 
$3,718,000  or  $.20  per  share  in  1984.  The  losses 
net  income  by  $2,002,000  or  $.11  per  share  for  tl 
quarter  of  1985  and  $1,358,000  or  $.07  per  shai 
fourth  quarter  of  1984. 

The  increase  in  losses  of  affiliates  was  related  tj 
Communications'  startup  costs  in  cellular  teleph 
terns  in  Seattle,  Portland,  Tacoma,  Austin,  Kan: 
Oklahoma  City,  and  Wichita,  and  also  to  major  c 
paging  acquisitions  consummated  in  the  last  hall 
and  in  1985. 

Affiliated  Publications,  Inc.  is  the  parent  cor 
Globe  Newspaper  Company,  publisher  of  The  Bosh 
Through  its  wholly-owned  subsidiary,  Affiliated  Br 
ing,  Inc.,  Affiliated  owns  and  operates  eight  radio* 
located  throughout  the  United  States. 

Affiliated  also  owns  45%  of  the  common  stock  c 
Communications  Companies,  Inc.,  which  operate 
television  and  radio  common  carrier  systems  in  the 
Alaska,  Idaho,  Oregon,  Washington,  Texas,  Mississ 
Mexico,  and  Missouri.  In  addition,  Affiliated  ha: 
venture  with  McCaw  in  cable  television  systems  in 
Oregon. 

Affiliated  Publications,  Inc.  (A) 
Year:  December  29,  1985 

1985 
(52  weeks) 

Revenues  $367,311,000 
Net  Income  30,958,000 
Share  Earnings  1.69 
Avg  Shs  outstanding  18,349,074 
Fourth  Quarter:  December  29.  1985 
(13  weeks) 

Revenues  $99,451,000 
Net  Income  10,926,000 
Share  Earnings  .60 
Avg  Shs.  Outstanding  18,315.307 
NOTE  Share  and  per-share  information  has  been  retroactively 

reflect  the  three-for-two  stock  splits  paid  January  24,  1986 

25.  1985 

NOTE  1985  includes  the  gain  on  the  sale  of  the  radio  stations  in 
Mass.  and  White  Plains,  New  York,  which  increased  net 
$3,846,000  or  $  21  per  share  for  1985  and  net  income  by  $11 
$  09  per  share  in  the  fourth  quarter. 

(Contact:  Daniel  Orr,  VP  of  Affiliated  Publication 
Mornssey  Blvd.,  Boston,  MA  02107  or  phone  (6 
3035.) 


STANADYNE INC. 

(Windsor,  Conn.,  Feb.  5) — Stanadyne  Inc. 
STNA)  today  reported  record  sales  of  $484,213,00 
up  3  percent  over  the  $470,737,000  reported  for  1 

Sales  for  the  fourth  quarter  of  1985,  of  $122, 
were  the  highest  recorded  sales  in  any  fourth  qua 
were  up  13  percent  over  the  $108,796,000  reporte 


V: 
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nod  a  year  ago. 

ncome  for  1985  was  $30,537,000,  or  $3.18  per 
down  9  percent  from  the  record  earnings  of 
,000,  or  $3.50  per  share,  reported  in  1984. 
ncome  for  the  fourth  quarter  was  $8,361,000,  or  87 
pr  share,  up  4  percent  over  the  $8,048,000  or  84 
;r  share,  for  the  same  period  in  1984.  The  87  cents 
re  included  a  pro  rata  share,  equal  to  7  cents  per 
f  the  27  cents  per  share  adjustment  for  the  year  to 
pany's  pension  expense  as  a  result  of  the  company's 
I  of  the  new  rules  dealing  with  accounting  for 
plans  issued  in  December  1985. 
ncome-per-share  figures  for  1985  are  based  on 
00  average  shares  outstanding  (compared  to 

00  in  1984.) 

>  of  Stanadyne's  Moen  Group  in  the  fourth  quarter 
,et  a  new  record.  Automotive  products  group  sales 

1  a  year  ago,  while  Western  Steel  sales  were  slightly 
i  the  fourth  quarter  of  1985  compared  to  the  same 
in  1984. 

adyne  Inc.,  headquartered  in  Windsor,  is  a  diversi- 
inufacturer  of  precision  metal  products,  diesel  fuel 
n  products,  faucets  and  plumbing  accessories,  auto- 
products,  and  cold  drawn  steel.  The  company  has 
icturing  plants  in  Ohio,  Indiana,  Illinois,  Pennsylva- 
1h  Carolina  and  Connecticut  and  international  sales 
in  Trappes,  France;  and  Zurich,  Switzerland.  Stana- 
as  wholly  owned  subsidiaries  in  Canada,  Brazil, 
ind  Spain 

tact:  George  J.  Michel  Jr.,  chairman  and  chief  fman- 
icer,  or  Michael  J.  DiFranco,  treasurer,  (203)  525- 
joth  of  Stanadyne  Inc.,  100  Deerfield  Rd.,  Windsor, 
16095.) 


OM  PLUS  INTERNATIONAL  INC.  O 

a  Raton,  Fla.,  Jan.  31) — Telecom  Plus  International 
^SDAQ-NMS:  TELE)  today  announced  that  its  princi- 
rating  subsidiary,  Tel  Plus  Communications  Inc.,  has 
warded  a  multi-million  dollar  contract  by  Vanderbilt 
;ity  for  the  installation  of  the  largest  NEC  telecom- 
itions  system  in  the  country. 
>lus  will  be  installing  an  NEC  NEAX  2400  Information 
ement  System  (IMS)  for  the  Nashville,  Tenn. -based 
;ity.  The  new  system  consists  of  a  PABX  Voice/Data 
ted  Switch  combined  with  the  customized  Software- 
370  series.  The  system  also  includes  an  integrated 
ie  center  for  Vanderbilt's  three  teaching  hospitals 

I  accounting  system. 

Leveridge,  president  of  Tel  Plus,  noted,  "Vanderbilt 
ted  us  with  two  essential  needs:  a  message  center 
e  of  meeting  the  demands  of  its  medical  school 

and  students  as  well  as  a  system  with  expansion 
lity. 

:  recommended  the  NEAX  2400,  our  preferred  large- 
stem,  as  it  will  meet  the  university's  present  needs 

II  easily  accommodate  future  growth." 

jridge  indicated  that  the  new  system  which  replaces 
g  Northern  Telecom  equipment,  will  initially  have 
I  lines  with  the  capacity  for  substantial  future  addi- 

icom  Plus  International  Inc.  is  the  nation's  largest 
ndent  supplier  of  communications  systems  with  of- 
l  26  states  servicing  over  45,000  customers.  Telecom 


Plus  is  also  actively  developing  cellular  mobile  telephone 
systems  in  Sun  Belt  markets  and,  through  its  Shared  Tenant 
Services  program,  centralized  office  communications. 

(Contact:  Malcolm  Cheek  of  Telecom  Plus  International 
Inc.,  20211  North  East  15th  Court,  Miami,  Fla.  33179 
(305)  997-9999.) 


TELEFLEX  INCORPORATED  A 
TELEFLEX  REPORTS  1985  RESULTS 

Limerick,  PA  (February  10) — Teleflex  Incorporated  today 
announced  1985  revenues  of  $175,037,100,  an  increase 
of  12%  from  the  1984  level  of  $155,736,300.  Net  income 
increased  18%  from  $11,310,000  in  1984  to  $13,308,300 
in  1985.  Earnings  per  share  increased  to  $2.51  in  1985 
compared  to  $2.15  in  1984. 

Revenues  in  the  fourth  quarter  increased  16%  to 
$48,531,100  from  $41,812,300  in  1984.  Net  income  was 
$3,734,300,  or  $.70  per  share  in  1985,  as  compared  to 
$2,769,000,  or  $.53  per  share  in  1984. 

TELEFLEX  INCORPORATED 
COMPARATIVE  SUMMARY  OF  REVENUES  AND  EARNINGS 

Year  Ended  Three  Months  Ended 

Dec.  29.  1985     Dec  30.  1984  Dec.  29.  1985     Dec  30.  1984 
Revenues  $175,037,100     S155.736.300    $48,531,100      141.812  300 

Net  Income  $  13,308,300      $11,310,000    $  3,734,300       $  2,769,000 

Earnings  per 

share  $  2.51      $        215   $  .70      $  53 

Shares 

outstanding  5,246.900  5.213.900 

Teleflex  Incorporated  is  a  company  which  solves 
engineering  problems  by  the  development  and  application 
of  new  specialized  technologies. 

(Contact:  John  H.  Remer,  Senior  Vice  President  or  John 
F.  Schoenfelder,  Treasurer,  Teleflex  Incorporated,  155 
South  Limerick  Road,  Limerick,  PA  19468.  Phone  (215) 
948-5100.) 


UNITED  TELECOMMUNICATIONS,  INC.  N 

KANSAS  CITY,  MO.— United  Telecommunications,  Inc. 
earnings  per  share  from  continuing  operations  were  18 
cents  in  1985,  compared  to  $2.36  in  1984,  President 
William  T.  Esrey  reported  today.  The  principal  factor  in  the 
decline  was  a  non-recurring  charge  of  $175  million,  or 
$1.87  per  share,  to  provide  for  transition  costs,  lease 
cancellations  and  the  write-down  of  assets  related  to 
formation  of  a  partnership  to  combine  the  company's  long 
distance  and  data  communications  businesses  with  those 
of  GTE. 

"The  one-time  charge  against  our  1985  earnings  is  a 
significant  measure,  but  we're  convinced  it  will  make  the 
new  US  Sprint  Communications  Company  a  stronger, 
healthier  competitor,"  Esrey  said. 

Without  the  one-time  charge,  United  Telecom's  earn- 
ings per  share  and  earnings  per  share  from  continuing 
operations  would  have  been  $2.05. 

United  Telecom's  total  revenues  and  sales  increased  12 
percent  to  $3.2  billion  in  1985.  After  the  non-recurring 
charge,  net  income  for  the  year  was  $20.8  million. 

(Contact:  Don  Forsythe,  United  Telecommunications, 
Inc.,  P.O.  Box  11315,  Plaza  Station,  Kansas  City,  MO 
64112.  Phone  (913)  676-3343.) 


AFFILIATED  PUBLICATIONS,  INC.  A 

February  13,  1986.  Affiliated  Publications,  Inc.  and 
McCaw  Communications  Companies,  Inc.  of  Bellevue,  Wash- 
ington have  agreed  m  principle  to  establish  a  joint  venture  to 
own  and  operate  cellular  radio  telephone  and  radio  paging 
systems  in  a  number  of  markets  across  the  country. 

Under  the  terms  of  the  proposed  joint  venture,  which 
involves  cellular  interests  in  10  markets,  Affiliated  will 
exchange  McCaw  notes  and  accrued  interest  receivable  of 
$56,400,000,  plus  approximately  $5,000,000  in  cash,  for  its 
fifty-percent  interest  in  the  joint  venture. 

McCaw  will  contribute  its  equity  interests  in  the  cellular 
telephone  and  paging  systems  located  in  markets  covered 
by  the  joint  venture.  These  include  some  of  McCaw's 
presently  owned  interests  as  well  as  some  of  the  interests 
that  McCaw  expects  to  acquire  from  MCI  Communications 
Corporation. 

Final  consummation  of  the  transaction  is  subject  to  the 
parties  signing  definitive  agreements,  and  also  the  approv- 
al, by  numerous  state  regulatory  agencies  and  the  Federal 
Communications  Commission,  of  license  transfers  to  the 
joint  venture.  Such  regulatory  bodies  must,  in  addition, 
approve  transfers  to  McCaw  or  the  joint  venture  of  related 
licenses  of  MCI  Communications  Corporation  properties. 

McCaw,  which  will  also  continue  to  own  other  cellular 
and  paging  systems  outside  the  joint  venture,  will  be  the 
joint  venture  manager. 

"This  is  Affiliated's  first  direct  involvement  in  the  cellular 
and  paging  telephone  businesses,"  noted  John  P.  Giuggio, 
president  of  Affiliated.  "It  represents  a  tremendous  opportu- 
nity to  participate  in  the  development  of  this  exciting  new 
technology.  We  expect  our  joint  venture  to  look  for  other 
personal-communications  opportunities  in  the  future." 

Following  are  markets  in  which  cellular  and/or  paging 
interests  are  expected  to  be  owned  by  the  joint  venture. 

Planned  Cellular  Planned  Paging 
Market  Interest  System 

Austin,  Texas  X 
San  Antonio,  Texas  X 
Kansas  City,  Missouri  X  X 

Wichita,  Kansas  X 
Oklahoma  City,  Oklahoma  X  X 

Salt  Lake  City,  Utah  X 
Minneapolis,  Minnesota  X  X 

Sacremento,  California  X  X 

Fresno,  California  X  X 

Tulsa,  Oklahoma  X  X 

Enid,  Lawton  & 

McCallister,  Oklahoma  X 
Corpus  Christi  & 

McAllen,  Texas  X 
Fort  Smith,  Arkansas  X 

Affiliated  Publications,  Inc.  is  the  parent  company  of 
Globe  Newspaper  Company,  publisher  of  The  Boston  Globe. 
Through  its  wholly-owned  subsidiary,  Affiliated  Broadcast- 
ing, Inc.,  Affiliated  owns  and  operates  eight  radio  stations 
located  throughout  the  United  States. 

Affiliated  also  owns  45%  of  the  common  stock  of  McCaw 
Communications  Companies  Inc.,  which  operates  cable- 
television  and  radio  common  carrier  systems  in  the  states  of 
Alaska,  Idaho,  Oregon,  Washington,  Texas,  Mississippi,  New 
Mexico,  and  Missouri.  In  addition,  Affiliated  has  a  joint 
venture  with  McCaw  in  cable  television  systems  in  southern 
Oregon 

(Contact:  Daniel  Orr,  VP  of  Affiliated  Publications  at 
135  Morrissey  Blvd.,  Boston,  MA  02107  or  phone 
(617)  929-3035.) 


The  Contrarian 
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The  Board  of  Directors  of 
ENSERCH  Corporation  on  February 
3, 1986,  declared  a  regular  quarterly 
dividend  of  40  cents  per  share  of 
common  stock,  payable  March  3, 
1986.  to  shareholders  of  record 
February  18,  1986. 

The  Board  declared  a  sup- 
plemental distribution  of  Enserch  Ex- 
ploration Partners,  Ltd.  (NYSE-EP), 
units  at  the  rate  of  one  unit  of  EP  for 
each  100  ENSERCH  common 
shares  owned  as  of  February  18, 
1986,  to  be  distributed  April  2,  1986. 

For  additional  information,  please 
write  to  Benjamin  A.  Brown,  Vice  Pres- 
ident, Financial  Relations,  Dept.  C, 
ENSERCH  Center,  Box  999,  Dallas, 
Texas  75221. 


CORPORATION 


theAmerie* 
.Diabetes 
Assodation. 


Diabetes  is  a  major  contributor 
to  heart  disease,  kidney  disease 
and  blindness.  So  when  you 
support  the  American  Diabetes 
Association,  you  fight  some  < 
of  the  worst  diseases  of 
our  time. 


ime  A 

A. 


"A  Fine  Balance  of  Northern  and  Southern  Italian 

Soecialties  .  .  .  Polished  and  Sophisticated." 

NY  Times 
Private  Room  For  Parties 
65  East  54th  St..  NYC  Tel  751-1555 


There  are  cyclical  declines  and  there  are 
secular  declines.  Confusing  the  two  can 
prove  to  be  very  costly. 

THE  TURN  THAT 
MAY  NEVER  COME 


By  David  D  re  man 


You  hear  it  on  the  radio  or  pick  it  up 
in  some  financial  publication  al- 
most every  day:  This  will  be  the 
year  of  the  cyclical.  The  growth 
stocks  have  had  their  days  and  so 
have  the  food  and  other  defensive 
issues.  Now  it  is  heavy  industry's 
turn.  So  goes  the  pitch. 

My  response?  Stay  clear.  Today's 
economy  is  dramatically  different 
from  the  one  of  some  years  ago  in 
which  these  cyclical  turnarounds 
still  happened.  Back  then,  heavy  in- 
dustry had  been  growing  at  a  good 
clip,  and  each  recovery  took  earn- 
ings to  a  peak  higher  than  the  previ- 
ous one.  Sure,  earnings  might  be 
depressed  temporarily,  or  even  a  lit- 
tle red  might  creep  to  the  bottom 
line.  But  why  worry?  From  the  For- 
ties to  the  late  Seventies,  the  "heav- 
ies" always  roared  back. 

Alas,  times  change.  The  cyclical 
lions  no  longer  strike  fear;  today 
most  are  toothless.  Earnings  of  the 
majority  of  smokestack  industries 
peaked  five  or  even  ten  years  ago. 
Turnarounds,  if  they  occur  at  all, 
are  brief,  followed  by  more  lacklus- 
ter results.  There  are  no  more  real 
ups.  lust  downs  and  flats. 

David  Dreman  is  managing  director  of 
Dreman  &  Embry,  Investment  Counsel,  New 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy 


Take  the  fate  of  steel,  once  the 
giant  of  the  heavies.  During  the  past 
three  years  of  economic  growth,  one 
of  the  longest  recoveries  on  record, 
the  industry  has  been  losing  heavi- 
ly, some  companies  dropping  asi 
much  as  $100  on  every  ton  of  the 
metal  they  produce.  Then  there'si 
nickel  and  copper,  other  important 
areas  in  the  past.  Phelps  Dodge,  the 
largest  domestic  copper  producer, 
once  had  one  of  the  most  secure 
dividends  in  industry.  Now  that 
dividend  has  disappeared  entirely 
because  of  years  of  the  company's 
operating  in  the  red. 

These  facts  should  not  be  surpris- 
ing. After  all,  in  our  economy, 
change  is  the  name  of  the  game. 
Industries  expand  rapidly,  mature 
and  then  drop  out  of  sight.  Static 
markets,  coupled  with  low-cost  for- 
eign competition,  have  made  a  good 
number  of  the  past  cyclical  giants 
today's  buggywhip  companies. 
These  industries  are  in  a  secular 
decline,  and  not  simply  reacting  to 
the  ups  and  downs  of  the  business 
cycle.  (For  a  more  optimistic  assess- 
ment of  the  steel  industry,  see 
"Hold  the  obits,"  p.  78.) 

Unfortunately,  economic  reality 
changes  far  more  quickly  than  in- 
vestment axioms — often  buggy- 
whips  themselves.  Thinking  that 
worked  well  a  decade  or  more  back 
is  still  prevalent  today — and  costly. 
For  example,  at  the  beginning  of  the 
recovery  in  1983,  the  heavy  cycli- 
cals shot  up  on  exceptionally  opti- 
mistic earnings  estimates.  If  those 
estimates  had  been  true,  it  would 
have  made  the  groups  very  cheap. 
Unfortunately,  the  projections 
proved  far  too  high,  and  the  turn- 
arounds evaporated.  Analysts'  esti- 
mates and  interviews  with  promi- 
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It  managers  make  it  appear  that 

I  same  game  is  being  played  to- 
ll with  the  same  ending  likely. 
I things  ever  change? 

Rne  final  bit  of  advice.  It's  not 
8:  the  cyclicals;  turnarounds  in 
ieral  are  tough  to  call.  Many 
inpanies  appear  to  have  large 
Slits  in  the  bag  only  a  quarter  or 
l)  ahead,  but  what  looks  like  a 
ie  home  run  turns  out  to  be  only  a 
ilg  foul.  To  hit  a  turnaround,  the 
estor  has  to  be  right  on  a  maze  of 
srket,  product,  cost,  management 

I I  other  conditions.  In  fact,  the 
nice  of  catching  one  is  nearly  as 
n  as  finding  the  next  Apple  or 
,  ng.  But  just  as  scores  of  pros  are 
iked  on  the  next  big  technology 
mber,  myriads  of  others  love  the 
:itement  of  turnarounds. 

The  conclusion  then  is  not  to 
:e  the  chance;  the  odds  are  too 
hg.  Does  this  mean  you  shouldn't 
1  any  cyclicals?  Not  at  all.  But  if 
h  do,  buy  industries  in  which 
nings  are  rising  over  time.  This  is 
w  the  game  was  originally  de- 
aied,  and  the  only  way  you  can 
.lly  play  it  safely.  Ideally,  I  like  to 
[  increases  in  earnings  and  divi- 
ads  averaging  10%  over  five  and 
i  years,  with  fundamentals  that 
licate  the  growth  should  contin- 
at  these  rates. 

Here  are  three  groups  of  cyclicals 
link  still  have  plenty  of  oomph. 
n  my  fan.  13  column  I  men- 
>ned  the  U.S.  auto  industry, 
lere  profits  in  recent  years  are 
?her  than  ever  and  where  P/Es  are 

the  cellar,  ironically  trading  at 
is  than  half  the  multiples  of  the 
timistic  estimates  of  cyclicals 
ing  nowhere.  Since  then,  both 
rd  (68)  and  Chrysler  (54)  have 
aved  up  sharply.  Still,  both  look 
eap.  Ford  trades  at  a  P/E  of  5  and 
ilds  4.1%.  Chrysler  trades  at  a 
E  of  4  and  yields  1.8%. 
Another  industry  that  has  been 
Dwing  is  multiline  insurance, 
ue,  some  companies  are  experi- 
cing  major  losses  in  underwriting 
>m  past  overly  competitive  condi- 
>ns,  but  rates  have  been  moving 
i  to  record  levels,  and  large  in- 
cases in  profits  should  be  realized 

1986  and  following  years.  Three 
mpanies  in  the  industry,  Aetna 
V\,  Cigna  (69)  and  Travelers  (50), 
ak  interesting  here. 
While  most  companies  in  the  bro- 
rage  sector  have  run  up  sharply 
th  the  strong  market,  First  Boston 
I,  P/E  11  and  yield  2.1%)  still 
Dks  attractive.  ■ 


190th  Consecutive  Quarterly  Dividend 

Peoples  Energy 
Corporation 

33^  Per  Common  Share 

Payable  April  15, 1986 
to  Stockholders  of  Record  March  19, 1986 
Declared:  February  5, 1986 

 Subsidiary  Companies  


The  Peoples  Gas  Light  and  Coke  Company 
North  Shore  Gas  Company 
NYSE,  MSE  &  PSE  ticker  symbol:  PGL. 
Write  for  our  Annual  Report:  P.O.  Box  22,  Chicago,  IL  60690 


VANGUARD 


VANGUARD  STAR  FUND: 
IRA  INVESTING  MADE  SIMPLE. 


Stocks . . .  bonds . . .  money  market 
funds . .  .Ginnie  Maes ...  or  a  combina- 
tion? How  do  you  choose? 

Now  you  can  reduce  your  invest- 
ment choices  to  one:  Vanguard  STAR 
Fund,  a  balanced  retirement  Portfolio. 

STAR  is  the  first  no-load  mutual 
fund  of  its  kind.  It  invests  in  a  selection 
of  Vanguard  Funds.  Each  seeks  sepa- 
rate and  distinct  investment  objectives 
through  investments  in  four  types  of 
securities:  stocks,  bonds,  money  mar- 
ket instruments  and  Ginnie  Maes. 
STAR  combines  these  objectives  to 
seek  its  own  goal:  maximum  total 
return— capital  growth  plus  income- 
consistent  with  STAR's  balanced 
approach. 

We  designed  STAR  Fund  specifi- 
cally for  IRAs,  Keoghs  and  other  retire- 
ment plans.  You  can  open  a  STAR 
account  for  as  little  as  $500,  commission- 
free.  You  make  your  investment. 
Vanguard  diversifies  it  for  you. 


n 


Call  I  800-662  SHIP 

Ask  for  our  free  Vanguard  IRA 
Information  Kit.  Or  send  the  coupon. 

In  Philadelphia,  visit  our  Invest- 
ment Center  at  1528  Walnut  Street. 

[""vanguard  IRA 
Investor  Information  Dept.  71 
Valley  Forge,  Pennsylvania  19482 


Please  send  me  your  free  Vanguard  IRA  Information 
Kit,  including  a  Vanguard  STAR  Fund  prospectus  which 
I  may  read  before  I  invest  or  send  money.  I  understand 
it  contains  complete  information  on  advisory  fees,  dis- 
tribution charges,  and  other  expenses.  Also  send  infor- 
mation onO  Keogh/Pension(70). 

Name  


Address- 
City  


State- 


.  Zip_ 


FH-R6-069 


TH^ivruardGROur 

%JOf  INVESTMENT  COMWNIES 
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VAN  KAMPEN  MERRITT 

TAX  FREE 
HIGH  INCOME  FUND  INC. 


Stock  Trends 


MONEY  &  INVESTMENTS 


If  you're  in  the  50%  bracket,  that 

means  yon  would  have  to  earn 
16.50°/o  on  a  taxable  investment  to 
equal  this  tax-exempt  yield. 

EARN  A  TAX-EXEMPT  YIELD  OF 

8.25* 

KEY  ADVANTAGES: 

•  Daily  dividends  free  of  federal  tax? 

•  Monthly  distributions  paid  in  cash 
or  reinvested  at  the  next  determined 
net  asset  value. 

•  Easy,  daily  access  to  all  or  part  of 
your  capital. 

•  Affordable  investment  minimum. 

•  Managed  by  a  major  firm  of  municipal 
bond  analysts. 

Call  1-800-633-2252  Ext.  202. 

We'll  rush  a  prospectus  which  includes 
information  about  charges  and  expenses. 
Read  it  carefully  before  you  invest  or 
send  money.  Call  today,  day  or  night. 

"Current  yield  is  determined  by  annualizing  the  monthly  distributions 
paid  per  share  for  the  7  days  ending  January  31.  1986  and  dividing  the 
result  by  the  average  maximum  public  offering  price  for  the  same  period 
This  will  vary  because  of  changes  in  the  Fund  s  distributions  and  offering 
price  A  portion  of  Ihe  income  may  be  sub|ect  to  stale  and  local  taxes 
Shares  may  be  redeemed  at  more  or  less  than  the  cost  Tax  rates  may 
be  subieci  to  tax  law  changes 


CASH 
DISTRIBUTION 
DECLARED 


Enserch  Exploration  Partners, 
Ltd.  has  declared  a  quarterly  cash 
distribution  of  60  cents  per  unit, 
payable  April  2,  1986,  to  unit- 
holders of  record  March  17  1986. 
Enserch  Exploration  Partners, 
Ltd.  (NYSE-EP),  a  Texas  limited 
partnership,  conducts  substan- 
tially all  the  domestic  oil  and 
gas  operations  of  ENSERCH 
Corporation  (NYSE-ENS). 

For  additional  information,  please  write 
to  Benjamin  A.  Brown,  Vice  President, 
Financial  Relations,  Dept.  C,  ENSERCH 
Center,  Box  999,  Dallas,  Texas  75221. 


ENSERCH 
EXPLORATION 

PARTNERS,  LTD 


By  Ann  C.  Brown 


All  good  things  still  must  come  to  an  enc 
and,  in  the  stock  market,  the  ends  ca, 
come  quickly — and  often  painfully. 

GRANDDADDY  BULL 


viewed  as  bad  news  by  those  wl 
fear  that  a  tightening  in  the  lab 
supply  portends  a  possible  nc. 
round  of  wage  hikes.  The  trade  de 
cit  continued  to  worsen,  in  spite 
the  20%  drop  in  the  dollar,  and  ne 
ther  the  Gramm-Rudman  budg 
deficit  reduction  plan  nor  the  t; 
reform  bill  had  become  law. 

Into  this  less-than-scintillatii 
status  quo  came  the  sudden  oil  prii 
collapse,  and,  before  you  could  sj 
"$  1 5  a  barrel, "  it  was  instant  rethir 
time.  Overnight,  inflation  expect 
tions  for  1986  dropped  from  near 
6%  to  5%  to  around  4%,  and  GN 
growth  rate  projections  jumpe 
from  2.5%  for  1985  to  an  anticipate 
3.5%  -plus  this  year,  because,  in  pai 
of  what  should  be  an  improvemel 
in  foreign  trade  and  renewed  invei 
tory  rebuilding.  My  own  earlier  pr 
diction  that  the  stock  market's  pric 
pattern  of  lower-higher-lower 
1986  quickly  shifted  to  a  higher  fir 
half,  lower  second  half  of  the  year  i 
response  to  the  changing  extern, 
fundamentals. 

How  much  higher  do  I  expect  th 
market  to  go?  It  depends  on  whic 
index  is  used  as  a  measuring  rot 
The  DJI  average  is  even  more  unrej 
resentative  than  usual,  thanks  t 
the  advent  of  the  futures  markei 
and  all  the  various  option  and  arb 
trage  strategies.  Conceivably,  th 
Dow  could  touch  1735  before  sun 
mertime,  when  the  living  could  be 
come  distinctly  uneasy  as  many  c 
the  pre-oil  price  cut  worries  resui 
face  and  the  temptation  to  take  eai 
ly-year  profits  proves  irresistible 
Besides,  share  prices  have  an  irr 
pressive  record  of  hitting  their  pea 
roughly  eight  months  prior  to  th 
beginning  of  an  economic  down 
turn,  and  the  chances  for  a  recessioi 


Not  only  are  Americans  living  long- 
er these  days,  but  so  are  the  coun- 
try's economic  expansions.  This 
March  the  recovery  that  was  born  in 
August  1982  will  celebrate  its  43- 
month  birthday — tying  June  1962- 
January  1966  for  the  longest-ever 
postwar  period  of  continuous  pros- 
perity. With  no  recession  in  sight  in 
1986,  clearly  we  are  headed  into  rec- 
ord-book territory,  which  is  at  once 
both  exhilarating  and  scary.  All 
good  things  still  must  come  to  an 
end,  and,  in  the  stock  market,  the 
ends  can  come  quickly— and  often 
painfully.  Particularly  when  the 
trough-to-peak  advance  in  stock 
prices  has  been  nearly  half  again  as 
much  as  the  average  historical  gain. 

No  doubt  about  it,  the  market  was 
graying  and  developing  a  paunch  late 
last  quarter.  Productivity  turned  in  a 
poor  performance,  and  retail  sales 
(with  the  exception  of  autos,  with 
their  unusually  low  finance  charges) 
were  struggling  to  equal  year-earlier 
results.  Both  consumer  and  whole- 
sale prices  were  starting  to  climb, 
and  interest  rates  blipped  up  in  a 
knee-jerk  reaction  to  the  threat  of 
higher  inflation  rates.  Even  the  good 
news  on  lower  unemployment  was 

Ann  C  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  management 
firm  of  AC  Broun  &  Associates. 
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Put  a  full 

color 

magazine  in 
your 

customer's 
mailbox 
every  month 
for  the  price 
of  a  postage 
stamp 


We  call  It  target 
marketing,  you'll  call 
it  sensational.  It's  an  amazingly 
low  cost  way  for  you  to  reach  your 
customers  every  month  with 
something  they'll  look  forward 
to  .  .  a  slick,  full  color  magazine 
with  your  name  on  the  front. 
Choose  the  topic  that  fits  your 
market:  sports,  home,  people, 
business  or  travel.  Then,  give  us  a 
call  and  we'll  do  the  rest. 

MERIDIAN 
PUBLISHING  INC 

P.O.  Box  10010 
1 720  Washington  Blvd. 
Ogden,  UT  84409 
(801 )  394-9446 


For  information  on  how  you  can  have  your  own  magazine,  call  (800)  453-0594. 


Is  your 

why  you  s' 
III    M     tors, 'the  i 
Uk   record.  V 
U\I  JL  when  yoi 

a  good 
investment? 


Nearly  everyone  knows  that  an  IRA  is  a 
good  tax  deduction.  But  an  effective  IRA 
should  also  be  a  good  investment.  That's 
why  you  should  know  about  Twentieth  Century  Inves- 
W  ■  1  tors,  the  no-load  mutual  fund  with  an  impressive  track 

f^L  record-  We  invite  you  to  check  our  performance.  And 
*  Mm.  1  when  you're  ready  for  an  TRA  that's  also  a  good  in- 
^|  vestment,  we'd  like  to  hear  from  you.  Want 
to  know  more?  For  complete  information,  write 
or  call  for  our  free  IRA  Information  Kit.  In  it 
you'll  find  a  prospectus 
on  the  six  funds  in 
Twentieth  Century's 
IRA  program:  Growth 
Investors,  Select  Investors,  Ultra  Investors,  Vista  Investors,  U.S.  Governments, 
and  Cash  Reserve.  Please  read  the  prospectus  carefully  before  investing. 


No-Load,  No-Minimum  Mutual  Funds 

Please  send  a  free  prospectus  to: 

Name_  


Address . 
City  


State. 


_  ZIP. 


P.O.  Box  200,  Kansas  City,  Missouri  64141  •  (816)  531-5575 


I 
I 
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I 
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If  you  are  like  most  of  my  sample,  you 
will  stay  closer  to  home  this  year  and  buy 
a  compact  disk  player  with  the  savings. 

BARGAINS  ONLY, 
PLEASE 


By  Srully  Blotnick 


wd  1 


What  will  you  do  this  July/August? 

The  sharp  drop  in  the  value  of  the 
dollar  is  changing  the  summer  vaca- 
tion plans  of  millions  of  Americans. 
"Last  August  we  went  to  Europe — 
my  wife  and  our  three  children — 
and  hit  London,  Paris,  Amsterdam, 
you  name  it,"  said  Rick  D.,  age  39, 
production  manager  at  a  consumer 
goods  company.  "This  year?  If  we  go 
anywhere,  it'll  be  closer  to  home." 

The  phrase  "closer  to  home,"  or  a 
synonymous  one,  appears  in  the  re- 
sponses of  the  majority  of  business 
people  that  I  have  surveyed  about 
their  1986  summer  plans.  Why?  The 
decline  in  the  dollar  is  the  reason 
given,  but  the  real  reason  seems 
more  psychological  than  financial. 
"Prices  aren't  really  all  that  differ- 
ent," said  the  president  of  a  major 
travel  agency  irritably.  "You  pay  a 
little  more  for  the  hotel  and  meals — 
20%  or  30% — but  that's  about  it. 
Thanks  to  the  drop  in  the  price  of 
oil,  airfares  haven't  really  gone  up 
much,  if  at  all.  I  simply  don't  under- 
stand why  so  many  customers  are 
cutting  back.  Given  people's  reac- 
tions to  the  cheaper  dollar,  prices 

Dr  Srully  Blotnick  is  a  research  psycfiologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
Just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 


might  as  well  have  doubled." 

St.  Tropez's  loss  is  Cape  Cod's 
gain.  People  who  last  year  told  me 
that  they  were  heading  for  Harrods 
are  instead  scouting  the  Hamptons. 
Real  estate  brokers  there  report  that 
business  is  brisk.  A  typical  com- 
ment: "Houses  that  didn't  rent  last 
year  'til  May,  this  year  are  already 
gone  [in  mid-February)." 

One  travel  agent  in  Los  Angeles 
whose  business  in  overseas  package 
tours  was  great  in  1985  and  expect- 
ed to  be  even  better  in  1986  is  going 
to  fire  the  extra  assistant  he  hired 
for  the  crush  that  never  developed. 

What  accounts  for  the  magnitude 
of  the  shift — or  for  the  price  elastic- 
ity, as  economists  call  it?  That  such 
a  high  degree  of  price  elasticity  ex- 
ists today  almost  across  the  board 
tells  us  a  great  deal  about  the  psy- 
chology of  the  contemporary  con- 
sumer. A  bargain  mentality  has  tak- 
en hold  in  the  mid-1980s,  replacing 
the  inflation  mentality  that  was 
prevalent  a  few  years  ago. 

Instead  of  feeling  "rushed  to 
buy,"  consumers — even  million- 
aires— are  waiting  for  markdowns 
before  they  leap.  They  want  the 
products  they  see  in  advertisements 
and  department  store  windows  but 
not  at  current  prices. 

As  Detroit  has  learned  in  recent 
months,  this  mentality  applies  as 
much  to  autos  as  it  does  to  vaca- 
tions. Rick,  the  fellow  who  is  giving 
up  his  European  vacation  this  year, 
is  typical:  "Unless  I  get  that  cheap 
[7.7%]  financing,  I'm  not  budging. 
I'd  like  a  new  car — but  only  if  I  can 
save  at  least  a  grand  on  the  interest 
payments."  This  attitude  explains 
the  wide  swings  we  are  seeing  in 
auto  sales. 

The  broader  consumer  picture  is 


similar:  Middle-  and  upper-middle- 
class  consumers  are  applying  the 
bargain  criterion  almost  without 
exception  to  everything  they  buy. 

What  are  the  exceptions?  Exactly 
what  veteran  researchers  in  this 
area  would  have  guessed.  More  than 
15  years  ago  University  of  Michigan 
professor  George  Katonah  wrote 
that,  "Smaller,  everyday  expendi- 
tures— for  instance,  on  food — are  of- 
ten habitual  and  continue  with  lit- 
tle change  over  time.  In  contrast, 
when  a  purchase  is  planned  well  in 
advance  and  is  decided  upon  on  the 
basis  of  careful  deliberation,  atti- 
tudes have  their  greatest  influence 
on  the  purchase  decision." 

That  general  finding  has  growing 
relevance  today.  As  consumers  have 
become  more  affluent,  a  decreasing 
proportion  of  their  income  must  be 
spent  on  the  necessities  of  life. 
Much  more  of  it  is  discretionary. 
Consumption  swings  based  on  rap- 
idly changing  attitudes,  therefore, 
become  commonplace. 

The  consequences  run  into  tens 
of  billions  of  dollars.  Nearly  40%  of 
my  sample  tell  me  that  they  won't 
make  a  major  discretionary  pur- 
chase unless  the  desired  item  is  on 
sale.  Says  a  prosperous  40-year-old 
architect:  "If  it's  not  a  bargain,  why 
should  I  jump?" 

Retailing  executives  who  have 
been  wrestling  day  and  night  with 
the  powerful  effects  of  the  new 
mentality  among  consumers  feel 
that  they  unwittingly  helped  create 
it.  "We  really  shot  ourselves  in  the 
foot  and  trained  customers  the 
wrong  way,"  the  president  of  a  ma- 
jor chain  told  me.  "We  move  tons  of 
merchandise,  but  it's  profitless 
prosperity  in  most  departments." 

There  is  a  bright  side  to  all  this  as 
far  as  the  business  community  and 
the  economy  are  concerned.  If  vaca- 
tions require  less  travel  and  are  less 
expensive — for  many,  they  will  be 
both — the  money  is  likely  to  be 
spent  anyway,  on  other  things.  Such 
as?  Much  of  it  will  go  into  home 
entertaining  and  home  improve- 
ments (including  fixing  up  condos, 
co-ops  and  vacation  houses). 

So  expect  sales  of  VCRs,  stereos, 
color  TVs  and  compact  disk  players 
to  stay  brisk.  Won't  the  stronger  yen 
raise  their  prices?  No.  The  margins 
are  fat  enough  for  exporters  to  ab- 
sorb much  of  the  difference.  Many 
an  affluent  American  family  will 
relax  this  summer  at  beachside  and 
lakefront  rentals — surrounded  by 
blaring  stereos  and  videos.  ■ 
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Commodities 


MONEY  &  INVESTMENTS 


By  Stanley  W.  Angrist 


Congress  has  come  up  with  a  new  piece 
of  farm  legislation.  Will  it  prove  again 
that  congressmen  make  lousy  farmers? 

WEEVILS  OF  A 
DIFFERENT  SORT 


that  worldwide  production  will  de- 
cline from  last  year's  85.8  million 
bales  to  81.1  million  bales,  ending 
stocks  will  probably  rise  to  51.1 
million  bales.  That  means  that  cot- 
ton on  hand  will  exceed  70%  of  this 
year's  consumption.  That  is  an  awe- 
some figure,  dwarfing  last  year's 
astounding  57.4%. 

In  early  January  the  U.S.  Depart- 
ment of  Agriculture  released  its 
fifth  cotton  production  estimate  of 
the  1985-86  season.  All  cotton  was 
put  at  13.4  million  bales,  a  slight 
decrease  from  the  prior  month's 
forecast  of  13.7  million  bales.  The 
revision  is  not  the  important  thing; 
what  is  important  is  that  U.S. 
stocks  will  be  large  relative  to  needs 
throughout  the  marketing  year. 

However,  it  is  interesting  to  note 
that  prices  have  not  reached  the  low 
set  in  September  when  the  March 
contract  sold  for  under  59  cents  per 
pound.  The  move- 
ment of  cotton  into 
government  loan 
programs,  accom- 
panied by  better 
U.S.  mill  demand, 
has  helped  keep 
prices  above  those 
lows.  These  two 
factors  have  helped 
to  support  old  crop 
cotton,  despite  the 
more  than  adequate 
supplies.  New  crop 
supplies  (contract 
months  from  Octo- 
ber on)  have  been 
much  weaker,  as 
well  they  should  be 
in  the  face  of  the 
prospect  of  much 
lower  loan  rates. 

The   spread  be- 


The  cotton  market  has  been  sitting 
around  quietly  waiting  for  the  other 
shoe  to  drop.  "The  other  shoe"  be- 
ing a  price  called  the  "announced 
loan  rate."  Last  year  farmers  could 
put  their  crop  into  government  stor- 
age and  receive  loans  at  the  rate  of 
57.3  cents  per  pound.  (In  years  when 
a  commodity  under  government 
loan  has  a  market  price  less  than  the 
loan  price,  farmers  may  choose  to 
default  on  their  loans,  leaving  the 
government  with  the  commodity.) 

Under  the  new  bill,  the  formula 
loan  rate  for  cotton  has  been  set  at 
55  cents,  but  the  Secretary  of  Agri- 
culture has  the  right  to  set  the 
announced  loan  rate  as  much  as 
20%  below  the  formula  rate — in 
this  case  44  cents.  One  of  the  goals 
of  the  new  farm  bill  (1,397  pages, 
13  pounds)  is  to  lower  U.S.  com- 
modity prices  so  that  they  are  more 
competitive  with  world  commodity 
prices.  Before  recommending  a 
trade  based  on  these  circumstances, 
let's  look  at  the  fundamentals  that 
have  been  driving  this  market. 

The  world  produces  too  much 
cotton.  That  fact  is  made  plain  by 
the  supply/demand  table  on  the 
right.  Even  though  it  is  estimated 


Stanley  W  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


tween  July  (old  crop)  and  December 
(new  crop)  has  widened  several  hun- 
dred points  since  the  fall,  but  I  think 
that  it  can  go  further  still.  It  will  be 
driven  by  the  buildup  in  stocks  and 
the  changes  coming  in  the  govern- 
ment loan  rate.  Therefore,  I  would 
try  to  buy  July/sell  December  cot- 
ton, with  July  at  no  more  than  a  10- 
cent  premium  to  December.  I  think 
this  spread  could  easily  widen  4 
cents  ($2,000  per  spread)  in  the  next 
couple  of  months.  The  margin  on 
this  trade  is  $600,  while  the  round- 
turn  commission  is  about  $50  at  a 
discount  broker. 

You  should  be  aware  that  because 
this  spread  involves  an  old  crop 
month  and  a  new  crop  month,  it  can 
be  volatile.  So  if  you  put  this  spread 
on,  you  must  watch  it  closely.  ■ 


Cotton  capers 


The  premium  that  July  cotton  (old 
crop)  carries  to  December  (new  crop) 
has  been  unusually  volatile.  Reason:  a 
growing  realization  that  the  new  farm 
bill  empowers  the  Secretary  of  Agri- 
culture to  reduce  sharply  the  loan 
price  for  new  crop  cotton. 


62  ■ 
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Shelley  Dell 


Lots  of  supply,  too  little  demand 


The  world  has  been  producing  too  much  cotton  relative 
to  demand.  Part  of  the  problem  is  that  it  is  produced  in  a 
number  of  developing  countries  that  will  try  to  increase 
their  crops,  regardless  of  the  price  they  get. 


Crop  year 

Crop 

Usage 

Ending 
stocks 

Stocks  as  a 
%  of  usage 

1977-78 

63.9 

59.7 

26.3 

44.1% 

1978-79 

59.6 

62.0 

24.2 

39.0 

1979-80 

65.2 

65.3 

23.9 

36.6 

1980-81 

64.8 

65.9 

24.1 

36.6 

1981-82 

70.8 

65.5 

28.7 

43.8 

1982-83 

67.5 

67.6 

29.0 

42.9 

1983-84 

67.4 

69.2 

27.2 

39.3 

1984-85 

85.8 

69.8 

40.1 

57.4 

1985-86  est 

81.4 

72.1 

51.3 

71.2 

All  numbers  are  in  millions  of  bales  (478 pounds  net  weight). 
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Streetwalker 
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A  coal  company 
with  a  future 

Common  sense  should  tell  inves- 
tors to  stay  away  from  Cleve- 
land's North  American  Coal  Corp. 
Overcapacity  will  haunt  the  price  of 
coal  for  at  least  two  more  years.  More- 
over, one  of  North  American's  major 
customers,  the  Great  Plains  Coal  Gas- 
ification Project  in  North  Dakota,  is 
expected  to  close. 

In  this  case,  however,  common 
sense  may  be  a  poor  guide  to  value. 
North  American  (1985  sales,  $543 
million)  is  fairly  well  protected  from 
price  swings  because  most  of  its 
output  is  sold  to  electric  utilities 
under  long-term  contracts,  all  fig- 
ured on  a  cost-plus  basis.  Manage- 
ment is  pretty  shrewd.  It  recently 
sold  the  company's  stake  in  a  Texas 
lignite  property  to  Houston  Lighting 
&  Power,  but  won  the  contract  to 
develop  and  operate  the  mine.  Don- 
aldson, Lufkin  &  Jenrette  analyst 
Joel  Price  believes  that  North  Amer- 
ican will  earn  about  $9.25  a  share  in 
1986.  While  this  is  down  from  last 
year's  $9.79,  it  also  reflects  the  end 
of  that  North  Dakota  deal. 

Price  also  likes  the  company's  bal- 
ance sheet.  The  mines  are  separate 
subsidiaries.  Their  debt  is  secured  by 
coal  assets  and  contract  rights,  not  by 
the  parent  company.  While  the  subs' 
long-term  debt  is  about  $700  million 
(including  capitalized  leases),  North 
American's  is  less  than  $3  million. 
Shareholders'  equity  is  $150  million. 
Cash  in  the  till:  about  $70  million. 
That's  $22  a  share,  vs.  a  recent  NYSE 
price  of  65. 

Lately  there  have  been  rumors  of 
raiders.  But  they  would  have  to  pay  a 
healthy  premium  to  buy  out  the 
founding  Taplin  and  Rankin  families, 
who  control  around  40%  of  the  3.2 
million  shares.  Even  without  a  take- 
over, Price  advises  to  buy  into  this 
one  as  a  going  concern. — Thomas  laffe 


Prescription  for  gains 

In  1983  Fay's  Drug  Co.  went  from 
5%  to  14V2.  But  last  year  the  Liver- 
pool, N.Y.-based  discount  drugstore 
chain  (estimated  1985  sales,  $450  mil- 
lion) ran  into  some  nasty  price  compe- 
tition in  Rochester,  one  of  its  main 
markets,  from  the  Wegman's  chain. 
Fay's,  already  embarked  on  an  ambi- 
tious expansion  program,  saw  its  prof- 
it margins  forced  down.  Smith  Bar- 


ney, Harris  Upham  &  Co.'s  William 
Smith  figures  Fay's  earned  no  more 
than  25  cents  a  share  in  19.85,  down 
60%  from  1984.  The  stock  currently 
sells  at  around  10.  The  family  of 
founder  Henry  Panasci  Sr.,  88,  and 
other  insiders  own  27%  of  Fay's  13.9 
million  shares,  and  would  like  to  see 
the  stock  closer  to  its  old  highs. 

But  analyst  Smith  thinks  the  bad 
news  is  now  out  and  discounted.  Last 
year  the  number  of  Fay's  stores  in- 
creased 24%,  to  158.  Included  are  two 
small  chains — Wheels,  in  auto  parts, 
and  Paper  Cutter,  in  stationery  sup- 
plies— that  Fay's  introduced  in  late 
1984.  Smith  likes  the  fact  that  Fay's 
prefers  to  grow  in  "decidedly  unsexy, 
underchained"  regions  like  Scranton/ 
Wilkes-Barre  and  western  New  En- 
gland. He  thinks  that  earnings  will 
double,  to  50  cents,  this  year  and  says 
Fay's  has  the  potential  to  reach  $1  in 
1987.  Granted,  20  times  year-ahead 
earnings  isn't  cheap.  But  Smith  argues 
that  it's  worth  it  to  get  in  a  little 
early.— T.J. 


When  royalty  shops 

Speaking  of  retailing ,  how  do  you  get 
Prince  Charles  and  the  Princess  of 
Wales  to  tour  your  store  ?  The  pair  hit  a 
J.C.  Penney  store  during  their  U.S. 
jaunt  in  November.  Penney's  stock 
was  49  at  the  time,  hasn't  been  south  of 
50  since,  and  is  now  59. 

Is  retailing's  perennial  laggard  final- 
ly coming  to  life?  Morgan  Stanley's 
Walter  Loeb  thinks  so.  For  the  year 
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Charles  and  Diana  at  J.C.  Penney 
A  royal  opportunity. 


ended  Jan.  31,  says  Loeb,  Pennl 
earned  around  $5.30  per  share,  do\ 
9%  from  1984,  when  Penney  w 
helped  by  a  big  LIFO  credit.  But  tr. 
year  Loeb  sees  a  breakout  to  $6.30. 1 
cites  better  cost  and  inventory  ca 
trols,  the  closing  of  weak  stores  a: 
the  deemphasizing  of  hard  goods 
favor  of  more  fashion-conscious  a 
parel  and  home  furnishings. 

More  important,  Loeb's  anticipat 
earnings  increase  is  based  on  sal 
(estimated  at  $13.8  billion  last  ye; 
rising  a  modest  4.8%,  meaning  he  se 
Penney  finally  getting  its  operating  a 
together.  In  1985  Penney  turned  ov 
its  inventory  just  5.9  times — "about 
bad  as  you  can  get,"  Loeb  says.  In  19 
he's  looking  for  6.2  turns.  That  shou 
help  pretax  margins,  5%  last  year, 
recover  to  5.8%  in  1986  and  inch  ba> 
toward  1983's  level  of  6.5%. 

At  a  multiple  of  nine  times  his  es 
mate  for  the  current  year,  Loeb  st 
thinks  Penney  is  cheap.  He  can't  sa 
however,  whether  Charles  and  1 
tucked  away  any  of  Penney's  74.5  m 
lion  shares  in  young  Prince  Wilharr 
college  fund. — T.J. 


Grinding  down 

In  1981  Norton  Co.  earned  a  reco 
$95  million  on  sales  of  $1.3  billic 
and  raised  the  annual  payout  to  $ 
It's  still  there,  though  it's  fair  to  a: 
how  long  it  can  stay  there.  Last  Jan 
ary  the  Worcester,  Mass. -based  abr 
sives  and  oil  services  giant  grim 
wrote  off  $168  million,  or  $8.38 
share — 23%  of  its  book  value.  Tl 
culprits:  collapsing  oil  prices  ai 
stodgy  growth  in  industrial  abrasive 
Yet  Norton's  20  million  shar 
were  recently  trading  at  36%,  ne 
their  12-month  high.  Somebody  ob\ 
ously  expects  a  turnaround.  Lndee 
last  October  Norton  unfurled  a  ne 
"restructuring"  plan.  To  save  the  cu 
rent  dividend,  Norton  intends  to  fi 
15%  of  its  salaried  work  force.  Ma 
agement  will  spend  another  $75  m: 
lion  in  closing  various  oil  services  a 
tivities.  Finally,  abrasives  and  en£ 
neering  materials  will  take  a  $5 
million  writeoff  as  well. 

Fine.  But  where  will  the  turnarour 
come  from?  Although  Norton  sti 
claims  a  commanding  25%  share 
the  world's  abrasives  market,  the  k< 
U.S.  market  is  shrinking  as  more  me 
al-benders,  abrasives  makers'  prima: 
customers,  relocate  overseas  in  searc 
of  cheap  labor.  Norton  has  venture 
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'erseas,  but  faces  tough  competition 
ere,  too.  And  with  the  nation's  oil 
g  count  still  hurting  badly,  Norton's 
1  and  mining  group — still  20%  of 
les — is  unlikely  to  return  to  profit- 
tility  anytime  soon.  The  joint  ven- 
ire with  TRW  to  manufacture  ce- 
mic  auto  parts?  Interesting,  but  not 
itil  the  1990s. 

For  now,  most  Norton  watchers  are 
S;eping  their  noses  to  other,  less 
I  oody  grindstones. — Richard  Behar 


ravo,  Dravo 

jjjtreetwalker  gives  credit  where  it's 
j#due,  and  a  heap  of  credit  is  due  to 
bravo  Corp.  President  Thomas 
[aught  Jr.  for  keeping  his  Pittsburgh- 
Msed  construction  and  engineering 
iompany  alive.  Not  easy.  Dravo  lost 
iround  $39  million  from  1982  to 
1984.  Its  barge  business  is  still  losing 
noney  and  may  be  sold.  The  pipe 
iibrication  operations,  cargo  handling 
Ind  stevedoring  businesses  are  barely 
Irofitable.  Dravo  earned  $3.2  million 
III  cents  a  share)  last  year,  on  sales  of 
;893  million. 

But  Herbert  Denton  of  New  York's 
Jacific  American  Equity,  Inc.  thinks 
let  will  jump  to  65  cents  a  share  this 
tear  and  $1.25  in  1987.  Faught,  he 
lotes,  has  pared  long-term  debt  and 
lalved  employee  rolls.  Overhead 
town,  operating  leverage  up. 

Dravo's  backlog  is  now  around  $1 
ullion,  up  66%  from  1984.  That  re- 
lects  Dravo's  success  at  winning  con- 
racts  to  build  waste  recovery  plants 
jound  the  country.  It  specializes  in 
nidsize  facilities,  meant  to  process 
•00  to  1,500  tons  a  day.  (The  main 
;ompetitor  here  is  Ogden  Corp.)  To 
his  end,  Dravo  has  licensed  a  mass- 
mrning  technology  from  Germany's 
..&C.  Steinmuller.  Once  the  plants 
ire  built,  Dravo  should  pick  up  the 
ucrative  contracts  to  operate  them. 

Dravo's  13.8  million  NYSE  shares 
ecently  have  marked  time  around  15. 
iut  two  of  the  shrewdest  money  man- 
igement  firms  around  join  us  in  ap- 
)lauding  Faught:  Torray  Clark  &.  Co. 
)wns  19%  of  Dravo.  Batterymarch  Fi- 
lancial  holds  6%  .—T.J. 


Transfer  To  Tiger  Country 

For  Toothsome  IRA  Returns 

The  Boston  Company  Capital  Appreciation  Fund  has 

been  a  real  tiger  for  our  IRA  Plus  investors.  For  the 
•  12  months  ended  1/31/86,  the  Fund  provided  a  total 
return  on  investment  of  31.84%.* 

You  can  transfer  your  existing  IRA  or  rollover  a 
qualified  lump-sum  distribution  to  The  Boston 


FB03 108623 
P.O.  Box  9121 
Boston.  MA  02205 


get  these  additional 
IRA  Plus  benefits: 

•  Five  no-load  mutual  funds 

•  Free  exchange  privilege  within  our 
Family  of  Funds 

•  $500  minimum  initial  IRA  investment 

•  No  minimum  on  additional  investments 

•  Free  advisory  service  through  Investment 
Dynamics,  published  quarterly,  to 
maximize  your  use  of  The  Boston 
Company  Family  of  Funds. 

l-800-"CALL  BOS" 
1-800-225-5267 


Call  or  write  for  a  free  Prospectus  and 
IRA  Plus  kit  containing  more  complete 
information,  including  management 
fees  and  expenses.  Read  it  carefully 
before  you  invest  or  send  money. 


Address 
City 


State  Zip 


TriE  Boston 
Company 

IRA/Capital  Appreciation 


•For  the  five  years  ended  1/31/86,  the  Capital  Appreciation  Fund's  total  return  was  105.88%.  Performance  figures  include 
chance  in  share  price  and  reinvestment  of  dividends  and  capital  gains  distributions,  updating  the  Fund's  Statement  of  Addi- 
tional Information.  Net  asset  value  and  the  amount  of  dividends  will  fluctuate  as  market  conditions  change,  and  past  per- 
formance is  no  guarantee  of  future  results.  Principal  Underwriter:  The  Boston  Company  Funds  Distributor,  Inc. 


■    HIGH  INCOME,  TAX  DEFERRE 


12.03%  for 
IRAs. 


Get  the  high  yields  of  Fidelity  High  Income 
Fund  for  your  IRA.  It's  an  aggressive  portfolio 
of  high  yielding,  medium  to  lower  quality  bonds. 
As  in  any  bond  fund,  your  yield  and  share  price  will  fluctuate.  For 
example  High  Income's  share  price  was  $8.94  on  1/31/85  and  $9-33 
on  1/31/86.  You  also  get  the  flexibility  to  exchange  among  more  than 
30  different  funds  with  a  quick,  toll-free  call.  It's  easy  to  start  or 
transfer.  $500  minimum  ($2,500  for  regular  investments). 

'Annualized  yield  for  the  7  days  ended  2/3/86  based  on  an  average  price  of  $9  33  per  share. 


Fidelity  High  Income  Fund  IRA.  For  more  complete  information, 

including  management  fees  and  expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefully 
before  you  invest  or  send  money.  Fidelity  Distributors  Corporation:  General  Distribution  Agent, 
P.O.  Box  660603,  Dallas,  TX  75266.  Ask  about  non-IRA  investing  too! 

Call  free  24  hours. 

1-800-544-6666 

In  Massachusetts  call  collect  617-523-1919 


FIDELITY 
INVESTMENTS 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


Aetna  Life  &.  Casualty   196 

H.F.  Ahmanson    192 

Airbus  Industrie   36 

Alitalia  50 

Allied  Supermarkets    186 

American  Express  (Shearson  Lehman 

Brothers)  122 

American  Sterilizer   186 

Ameripak  78 

AMR  (American  Airlines)  92,  150 

Amoco   32 

Arthur  Andersen    1 74 

Ansett  Transport  Industries    114 

Apple  Computer   122 

Appleton  Papers    107 

Arco   34 

Armco   78 

Ascot  Chang   166 

AT&T    114,  174,  207 

Avemco  56 

Bain    114 

Bally  Manufacturing    150 

Bank  of  New  England    198 

H.  Baromon    166 

Batterymarch  Financial   203 

Beatrice   88,  132 

Bell  Atlantic    180 

Bell  Canada   150 

BellSouth    180 

Bellwether  Exploration    186 

Berkowitz,  Logue  &  Associates    146 

Berkshire  Hathaway   136 

Best  Buy  Drugs    122 

Bethlehem  Steel  78 

Bl-Invest  50 

Black  &  Decker   152,  158 

Blue  Bell  88 

Blue  Diamond    156 

Boeing   36 

Book-of-the-Month  Club    107 

British  Airways   92 

Alex.  Brown  &  Sons   122 

Brown  Foundation  9 

Browning-Ferris  Industries    130 

Bullock's    152* 

Capital  Group   136 

Carnegie  Works  78 

Caterpillar    107 

Cates  Consulting    102 

CBS  98 

Chambers  Development    130 

Chevron   32,  34 

China  Products   166 

Chinese  Merchandise  Emporium   166 


Chrysler   6,  17,  184,  196 

Cigna   63,  192,  196 

Citicorp  75 

Citisource    12 

City  Wide  Petroleum   34 

CNA  63 

Coca-Cola    14 

Coil,  Ballback  &  Slater    174 

Colonial  Perm  Group   56 

Color  Systems    122 

Commterm  9 

Comsat    198 

Concorde  Pearls  &  Gems    166 

Continental  Illinois    102 

Control  Data    150 

Daimler-Benz   8,  78,  166 

Daiwa  Securities   30 

Damson  Oil    191 

D'Arcy  Masius  Benton  & 

Bowles    174 

Dassault  36 

Data  Resources  25 

Dayton-Hudson   152 

Detroit,  Toledo  &  Ironton  RR  207 

DDL    140 

DNL    140 

Donaldson,  Lufkin  &  Jenrette  202 

Doubleday    107 

Dow  Jones  (Wall  Street  Journal)  23,  92 

Dow  Jones-Irwin    136 

Dravo   203 

Drexel  Burnham  Lambert   114 

Dreyfus    186 

Dun  &  Bradstreet  (Moody's 

Investors  Service)   102 

Eastman  Kodak   46 

Electrolux  AB    140 

Entertainment  Marketing   122 

Euromobiliare  50 

Exxon   32 

Famous  Amos   1 76 

Farrar  Straus  Giroux    19 

Fay's  Drug  202 

Fiat   50 

Fidelity  Management  &  Research    146 

Financial  Times   166 

Firemen's  Fund   122 

First  Boston   30,  196 

First  Security   75 

Fleet  Financial  Group    135 

Flyer's  Edge  92 

Ford  Motor   40,  78,  176,  184,  196 

Free  Press   1 74 

Friendship   166 


Frost  &  Sullivan   

Gannett  , 

Geico  , 

Gemina  

General  Electric   40,  150, 

General  Instrument   

General  Motors    78, 

Getty  Petroleum   

Gillette   

Gilpin,  Maynard   

P  H.  Glatfelter  

Golden  West  Financial   

Goodson-Todman  Enterprises  

Great  Plains  Coal  Gasification 

Project   

Greenwich  Associates   

GridComm   

Gulf  Canada   

GTE  

Harper  &  Row   

Hartz  Mountain   

K.  Hattori  

Hilton  Hotels   

Hilton  Hotels  (Vista,  Waldorf 

Astoria)  

Hitachi  

Holiday   150, 

Home  Centers  of  America  

Home  Group  

Honeywell   

Houston  Lighting  &  Power   

Hughes  Tool   

Hyatt  8, 

IBM   9,  10, 

Impenal  Oil   

Inland  Steel  , 

Institute  for  Econometric 

Research  

Instructivision  

International  Paper   

Investment  Corp  of  Virginia   

m  

Japan  Air  Lines   

Johnson  &  Johnson   

J. P.M.  Industries  

JVC  

Keefe,  Bruyette  &  Woods   

Kerr-McGee   

Alfred  A.  Knopf   

Cyrus  J  Lawrence   

Levi  Strauss   

The  Limited  

Lindner  Fund   

Loews   
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J'tnis,  Sayles   192 

||ve  Marschalk   152 

W  78 

jjcmillan    107 

I.  Macy   158 

nchester  Inn   78 

rriott   10 

tsushita  40 

zzaro  Coal  &  Disposal   130 

Donnell  Douglas  36 

Resson    132 

dical  Liability  Mutual   63 

rcury  Casualty   56 

rrill  Lynch    122 

:tromedia  Broadcasting   114 

Icrosoft    122 

jlbankTanaka   192 

hbil   32,  50 

pntedison    50,  207 

mtgomery  Securities    132 

organ  Guaranty   107 

jwgan  Stanley    122,  202 

btorola    158 

Jtual  Shares    136 

EC   46,  158 

!;w  Haven  Railroad  207 

;wsCorp  6,  114,  178 

omura  Securities   30 

|}rsk  Data    140 

jarth  American  Coal   202 

3rth  American  Philips   40 

brton   202 

Lrnex   180 

:cidt ntal  Petroleum  32 

gden  203 

livetti   50 

lympia  &  York   32 

ppenheimer  funds    140 

wens-Illinois   198 

„M    140 

icific  American  Equity  203 

in  Am   92 

uidick    114 

:at,  Marwick,  Mitchell  96 

2.  Penney    202 

jnnzoil  34 

:rkins  &  Squier   107 

:tro-Lewis   191 

aelps  Dodge  196 

tulips  Industries    152 

hillips  Petroleum   32 

loneer  funds   146 

iielli   50 

ohang   78 


Polaroid  46 

Polyconomics   23 

Port  Authority  of  New  York  &  New  Jersey 

(Windows  on  the  World)   8 

T.  Rowe  Price    136 

Price  Waterhouse   96 

Public  Service  Co  of 

New  Hampshire    191 

Radiation  Disposal  System   122 

Rainier  Bancorp  75 

Ram  ad  j    10 

RCA   40 

RCA  |  NBC)   98 

Renault    176 

Reuters   114 

Rhode  Island  Housing  & 

Mortgage  Finance    135 

Richardson- Vicks    186 

Riunione  Adriatica  Sicurta  50 

Rockefeller  Center  Properties    122 

Rolex  92 

Rolls  Royce    166 

Rooney,  Pace  Group   122 

L.F.  Rothschild,  Unterberg, 

Towbin   40,  122 

Royal  Dutch/Shell   32 

Ruane,  Cunniff   107 

Rufenacht,  Bromagen  &  Hertz   10 

Sara  Lee   198 

M.D.  Sass   192 

Scudder  funds    192 

Sears,  Roebuck    198 

Securities  Data    122 

Sequoia  Fund    107,  136 

Shasta  Beverage    132 

Sheraton  8 

Shufro,  Rose  &  Erman    107 

Sierra  Spring  Water    132 

SIGE   50 

Sit  Investment  Associates    192 

Smith  Barney,  Harris  Upham          32,  102,  202 

Smith  International   46 

R.D.  Smith   191 

Sonex  Research    122 

Sony   40 

Southland    150,  192 

Southwestern  Bell    180 

St.  Paul  Cos   63,  192 

St.  Regis    114 

Standard  Oil  (Ohio)   32 

Steiger  Tractor   1 86 

L&C  Steinmuller   203 

Robert  Kmps  Stisfung   152 

Stouffer    10 


Stroock,  Stroock  &  La  van    100 

Sun   34 

Sunbeam    158 

The  Sutro  Group    132 

Symbol  Technologies   192 

Symbolics    192 

Texaco   32,  34 

Texas  American  Bancshares   186 

Texas  Instruments   46,  158 

Texas  Oil  &  Gas    186 

Thompson  Ramo  Wooldridge  207 

Ticketmaster    150 

Tiffany    166 

Time  Inc    1 14 

TNT    114 

Torray  Clark  203 

Toshiba   46,  158 

Toyota  30,  78 

Trans  World  Airlines   92 

Travel  Deluxe  International  92 

Travel  For  Less   92 

Travelers    196 

TRW  202 

UAL    178 

UAL  (United  Airlines)   92 

USAir   92 

USF&G    192 

Union  Carbide    107 

U.S.  Steel   78 

United  Technologies  (Pratt  & 

Whitney)   36 

Unocal   32 

Value  Line    174 

Vanguard  Group    136 

VF  Corp  88 

Vivalp   158 

VMX  9 

Wahl  Clipper   8 

Warner  Communications    114 

Warner-Lambert    153 

Wegman's   202 

Weil,  Gotshal  &  Manges   46 

Wells  Fargo   75 

Westin  Hotels   166 

Weyerhaeuser    107 

Wheeling- Pittsburgh  Steel  78 

Whirlpool   158 

Woodcock  Washburn  Kurtz 

Mackiewicz  &  Norris  46 

World  Almanac  Publications    19 

Wyndham  Hotels    10 

Zenith  Electronics   40 

Ziff-Davis    114 

Zions  Utah  Bancorp   75 
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Increase  the  rate  and  qualit 
of  response  from 

your  financial  advertising 

campaign 


Advertise  in 
FORBES'  Financial 
Supplements 

FORBES  Financial  Ad- 
vertising Supplements 
offer  direct,  tangible  evi- 
dence of  the  impact  your 
advertising  message 
has  on  America's  most 
powerful  corporate, 
institutional  and  individ- 
ual investor  audience - 
the  readers  of  FORBES: 
Capitalist  Tool. 

Research  shows  supple- 
ment advertisers  gen- 
erate an  average  of  20% 
more  inquiries  from 
FORBES'  influential 
and  affluent  readers 
than  general  run-of- 
press  ads.  Moreover, 
better  than  60%  of  these 
respondents  hold  top  management  titles.  Why  do 
supplements  work? 


Schedule  your  campaign  in  FORBES'  1986 
Financial  Advertising  Supplements 


Supplement 

Issue  Date 

Ad  Closing 

Equipment  Leasing 

March  24 

&  Financing 

Corporate  Finance 

April  28 

March  3 

("500" 

Directory 

Special  Issue) 

Mergers  &  Acquisitions  I 

June  2 

April  7 

"Power  Investing"- 

September  15 

July  21 

Investment  Opportunities 

("Mutual 

in  Utilities 

Funds" 

Special  Issue) 

Insurance  &  Employee 

October  20 

August  25 

Benefits 

Public  Finance 

November  17 

September  22 

Mergers  &  Acquisitions  II 

December  15 

October  20 

By  combining  adve 
ing  with  supportive  t 
and  graphics  highlig 
ing  a  specific  financi; 
topic,  supplements  fo 
FORBES  readers'  att 
tion  on  your  message 
Supplement  advertis» 
benefit  by:  •  Surroun 
ing  your  message  wit 
timely,  authoritative 
text.  •  Increasing  the 
rate  and  quality  of 
reader  response  throi. 
free  reply  card  listing 
and  800#  telephone  ii 
quiry  service.  •  Earni 
merchandising  extras 
that  extend  the  value 
your  advertising  inve 
ment.  •  Positioning  y< 
company  as  a  leader 
in  specific  financial 
markets.  •  Gaining  added  impact  and  visibilit 
from  your  advertising  campaign  in  FORBES- 
the  leading  magazine  advertising  medium  for 
marketers  of  financial  services. 

Make  the  most  of  your  financial  campaign 
in  the  top  executive's  and  monied  investor's 
"Capitalist  Tool"  for  business  and  investment 
information.  Advertise  in  one  or  more  of 
FORBES'  Financial  Advertising  Supplements 
Send  for  your  free  Financial  Supplements  in 
mation  kit.  Contact  Arnold  J.  Prives,  Director  of 
Special  Projects,  Forbes  Magazine,  60  Fifth  Aver 
New  York,  NY  10011.  Tel:  (212)  620-2224. 

Forbes 

Capitalist  Tool 

Forbes  Magazine-60  Fifth  Ave   NY.NY  10011 


Flashbacks 


Edited  by  Dero  A.  Saunders 


The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 


xty  years  ago  in  Forbes 

om  the  issue  of  March  15,  1926) 

everal  merchants  [say]  they  have 
come  less  enthusiastic  about  push- 
g  time-payment  sales.  They  declare 
at  experience  is  proving  that  a  fam- 
r  will  maintain  payments  promptly 
i  luxuries  and  let  payments  on  ne- 
ssities  lag.  The  family  automobile, 
y  these  merchants,  has  the  first 
aim,  apparently  on  the  reasoning 
at  if  it  were  taken  away  the  social 
anding  of  the  family  would  suffer 

Iutely.  There  is  greater  willingness, 
seems,  to  keep  up  payments  on  a 
dio  or  player  piano  or  other  posses- 
on  which  is  regarded  as  giving  'tone' 
i  a  family.  ..." 

When  the  last  tariff  bill  was  before 

ongress,  American  motor  manufac- 
turers asked  that  the  rate  on  their 
iroducts  be  cut.  It  was  reduced  from 

5%  to  25%.  Most  of  the  leaders  in 
he  industry  would  like  to  have  their 
iroducts  put  on  the  free  list,  for  there 
j.  no  longer  any  fear  of  foreign  compe- 
jtion  in  the  home  market.  Fewer 

lan  1,000  foreign-made  cars  were 
:nported  into  the  U.S.  last  year." 

p/?s£s  salutes  Henry  Ford's  rebuilding  of 
\>e  Detroit,  Toledo  &  /ronton  RR 


fifty  years  ago 

From  the  issue  of  March  15,  1936) 

'A  remodeled  apartment  building  in 

^ew  York  City  will  set  a  new  record 
or  air-conditioning  when  it  reopens 


Prizewinning  packaging  in  1936 

for  occupancy  on  May  1.  The  struc- 
ture, whose  12  stories  contain  44 
apartments,  will  be  the  largest  build- 
ing of  its  kind  to  be  completely  air- 
conditioned." 

"The  New  Haven  Railroad  is  fast  get- 
ting back  its  investment  in  the 
streamlined  Comet.  During  its  first  six 
months  of  operation  on  the  Boston- 
Providence  run,  ticket  sales  between 
the  two  cities  jumped  42. 1  %  and  reve- 
nue jumped  34.4%  above  the  corre- 
sponding six  months  in  the  previous 
year." 

"The  popularity  of  the  overdrive,  of- 
fered this  year  as  optional  equipment 
on  several  cars  in  lower  price  classes 
for  the  first  time,  is  one  of  the  impor- 
tant merchandising  items  of  the  cur- 
rent selling  season.  This  device, 
which  permits  maintenance  of  a  giv- 
en road  speed  with  lower  engine  speed 
than  when  in  direct  drive,  seems  to 
have  come  into  its  own  with  the  gen- 
eral public  after  several  years  of  use 
on  higher-priced  models." 

Twenty-five  years  ago 

(From  the  issue  of  March  15,  1961) 

"In  the  first  two  months  of  1961  the 
total  volume  of  trading  on  the  New 
York  Stock  Exchange  was 
181,912,000  shares  compared  with 
124,465,000  shares  for  January  and 
February  of  1960.  On  the  American 
Stock  Exchange  in  the  same  period 
65,648,000  shares  were  traded  as 
against  48,850,000  shares  last  year. 
Up  to  the  end  of  February,  there  had 
been  nine  5-million-share  days  on  the 
NYSE  this  year." 


"After  formation  of  Thompson  Ramo 
Wooldridge  Inc.  from  the  merger  in 
1958  of  Thompson  Products  and 
Ramo-Wooldridge,  one  of  the  new 
company's  greatest  assets  soon  turned 
out  to  be  one  of  its  biggest  liabilities. 
Its  research  subsidiary,  Space  Tech- 
nology Laboratories,  had  one  of  the 
nation's  outstanding  research  teams. 
For  its  technical  knowhow,  STL  was 
appointed  by  the  Pentagon  to  be  tech- 
nical manager  for  nearly  all  Air  Force 
missile  production.  But  there  was  a 
rub.  Because  of  its  obvious  inside 
track,  Thompson  Ramo  Wooldridge 
itself  was  barred  by  the  U.S.  govern- 
ment from  competitive  bidding  on 
many  profitable  defense  contracts. 

"Last  July  the  Air  Force  took  over 
its  own  missile  technical  manage- 
ment. .  .  .  Now  TRW  could  bid  freely 
for  any  defense  contract  it  desired." 

"The  FCC  has  opened  the  way  for 
American  Telephone  &.  Telegraph 
Co.  to  develop  its  own  space  satellite 
communications  system.  AT&T  is 
planning  to  launch  its  first  experi- 
mental satellite  this  year  and  ulti- 
mately hopes  to  have  a  system  of  50 
satellites  and  13  ground  stations." 

Ten  years  ago 

(From  the  issue  of  March  15,  1976) 

"If  it  sometimes  seems  difficult  in  the 
U.S.  to  tell  where  business  stops  and 
politics  begins,  it  is  impossible  in  Ita- 
ly. No  one  in  his  right  mind  would 
even  try  to  draw  the  line.  Consider 
these  facts: 

"Nominally  a  chemical  company, 
Europe's  fifth  largest  in  fact,  Monted- 
ison does  not  make  money  on  chemi- 
cals, doing  better  in  retailing,  engi- 
neering, banking  and  even  currency 
and  commodity  speculation.  Last  year 
the  company  lost  about  $300  million 
on  its  industrial  activities  plus, 
among  other  things,  more  than  $25 
million  funding  newspapers.  Newspa- 
pers? This  is  Italy." 

"Like  everything  else  concerning  the 
Middle  East  in  the  past  two  years,  the 
fears  of  what  would  be  done  with  the 
oil-producing  nations'  'surplus'  have 
proved  wildly  different  from  the  reali- 
ty. Today  most  oil-producing  nations 
have  no  money  surplus;  and  those 
that  do — mainly  Kuwait  ($5  billion) 
and  Saudi  Arabia  ($18  billion) — are  in- 
vesting it  with  great  caution." 
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It  is  a  foolish  man  that  hears 
all  he  hears. 
Austin  O'Malley 


There  are  only  two  ways  of 
getting  on  in  the  world:  by 
one's  own  industry, 
or  by  the  stupidity 
of  others. 

Jean  de  La  Bruyere 


The  counsels  of  old  age  give 
light  without  heat,  like  the 
sun  in  winter. 
Vauvenargues 


If  you  want  to  get  rid  of 
somebody,  just  tell 
'em  something  for 
their  own  good. 
Kin  Hubbard 


Those  who  obstinately  oppose  the 
most  widely  held  opinions 
more  often  do  so  because  of 
pride  than  lack  of  intelligence. 
They  find  the  best  places 
in  the  right  set  already 
taken,  and  they  do  not 
want  back  seats. 
La  Rochefoucauld 


Advice:  the  smallest  current  coin. 
Ambrose  Bierce 


We  believe  nothing  so  firmly  as 
what  we  least  know. 
Montaigne 


The  fool  is  happy  that  he  knows 
no  more. 
Alexander  Pope 


Instinct  guides  the  animal  better 
than  the  man.  In  the  animal  it  is 
pure,  in  man  it  is  led  astray  by 
his  reason  and  intelligence. 
Denis  Diderot 


Never  give  advice  in  a  crowd. 
Arab  proverb 


Thoughts 

on  the  Business  of  Life 


The  trtan  who  is  cocksure  he  has 
arrived  is  ready  for  the  return 
journey.  So  are  business  concerns 
W)en  they  become  satisfied  that 
there  is  nothing  more  for  them  to 
learn,  and  that  they  can  dispense 
with  any  and  every  aid  to  success, 
they  are  headed  for  trouble.  To 
cease  to  progress,  to  cease  to  learn. 
B.C.  Forbes 


Most  novices  picture  themselves 
as  masters — and  are  content  with 
the  picture.  This  is  why  there 
are  so  few  masters. 
Jean  Toomer 


I  have  lived  in  this  world  just 
long  enough  to  look  carefully 
the  second  time  into  things 
that  I  am  most  certain  of 
the  first  time. 
Josh  Billings 


Learning  leaves  but  one 

lesson:  doubt. 

George  Bernard  Shaw 


The  stupid  are  deaf  to  truth: 
they  hear,  but  think  that  the 
wisdom  applies  to 
someone  else. 
Heraclitus 


Certitude  is  not  the  test  of 
certainty.  We  have  been  cocksure 
of  many  things  that  were  not  so. 
Oliver  Wendell  Holmes 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60 Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  apphcable. 


The  strength  of  reason  is  better 
apparent  in  those  who  understand 
it  than  in  those  who  do  not. 
Lautreamont 


Life  is  a  constant  process 
of  deciding  what  we 
are  going  to  do. 
Jose  Ortega  y  Gasset 


No  man  will  take  counsel, 
but  every  man  will  take  money; 
therefore  money  is  better 
than  counsel. 
Jonathan  Swift 


You  want  to  explain  everything  by 
the  facts  that  are  known  to  you. 
But  the  facts  that  are  not  known 
to  you?  What  do  they  say? 
Joseph  Joubert 


A  Text . . . 

That  I  might  make  thee 
know  the  certainty  of  the 
words  of  truth:  that  thou 
mightest  answer  the  words 
of  truth  to  them  that  send 
unto  thee? 
Proverbs  22:21 


Sent  in  by  Constance  Griesser,  New  York, 
N.Y.  What's  vour  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


A  bare  assertion  is  not 
necessarily  the  naked  truth. 
George  Prentice 


The  most  costly  of  follies  is  to 
believe  in  the  palpably  untrue. 
It  is  the  chief  occupation 
of  mankind. 
H.L.  Mencken 


All  you  need  in  this  life  is 
ignorance  and  confidence, 
and  then  success  is  sure. 
Mark  Twain 
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Cutty  and  ice. 

The  day  was  spent  in  the  corporate  arena.  Now  it's  time  for  another  kind  of  sport.  And  the  evening's  on  ic 
Nothing  eases  the  transition  like  the  smooth,  mellow  taste  of  Cutty  Sark®  A  taste  to  savor. 

Cutty  Sark.Y)u  earned  it. 

To  send  a  gift  of  Cutty  Sark  anywhere  in  the  U.S.,  call  1-800-BE-THERE.  Void  where  prohibited. 


HOW  TO  BE  A 
IBANK  EXAMINER 


Follow  a  nose  that  can 
sniff  out  the  best  deal. 


Hold  out  for  hands-on 
experience. 


Check  for  reflexes  that 
can  jump  at  unexpected 
opportunities. 


When  you're  looking  for  a  new 
ank,  examine  its  people. 

Because  you  know  a  bank  by  the  people 
*vho  call  on  you. 

At  Canadian  Imperial  Bank  Group, 
Dur  account  officers  stand  up  to  this  test  every 
deal  they  do. 

Most  have  a  minimum  of  5  years 
lands-on  experience.  Many  have  more.  So  they 
(know  their  business. 

And  equally  important  is  that  they've 
lad  a  lot  of  experience  with  local  industry.  So 
:hey  know  your  business. 


Look  for  eyes  that  see 
the  big  picture,  without 
losing  sight  of  small  details. 


Do  the  sleeves  roll  up? 


Size  up  the  feet.  Can  he 
stay  a  step  ahead  of  the  crowd  ? 


But  there's  more  to  a  good  bank  than 
just  having  people  with  the  right  qualities.  It's 
knowing  how  to  use  them. 

Like  pouncing  on  a  fixed  rate  at  the 
right  time. 

Or  sensing  a  drop-out  in  a  shared  credit 
soon  enough  to  jump  in. 

Once  you  become  a  bank  examiner, 
you'll  see  why  Canadian  Imperial  Bank  is  one 
of  the  10  largest  banks  in  North  America. 

When  it  comes  to  choosing  a  bank  for 
your  corporate  needs,  examine  the  choices. 
And  see  how  we  pass  the  test. 


PUT  US  TO  THE  TEST 

<i>  Canadian  Imperial  Bank  Group 

C  ANADIAN  IMPERIAL  BANK  OF  C  OMMERCE  •  CALIFORNIA  CANADIAN  BANK  •  CANADIAN  IMPERIAL  BANK  OF  COMMERCE  TRUST  COMPANY  •  CIBC  LIMITED 


A  good  example  concerns  obso- 
lescence. In  the  last  13  years  we've 
upgraded  the  performance  of  our  CF6- 
50  series  of  engines  to  a  remarkable 
degree-improving  fuel  efficiency 
by  5.6%,  increasing  thrust  from  48,000 
to  54,000  pounds,  and  time  between 
shop  visits  from  1000  to  5000  hours. 
Yet,  every  design  change  behind 
ovements  can  be  retrofitted 


into  engines  we  manufactured  13  years 
ago.  And  the  same  thing  will  apply  to 
the  next  generation  of  fuel  efficient  jet 
engines  now  being  delivered:  the 
CF6-80C2. 

It  all  comes  down  to  an  atti- 
tude. Promises  are  not  just  a  matter 
of  good  intentions.  Promises  are 
meant  to  be  commitments. 
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this  issue  is  on  pages  224  and  225. 
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34    Texas  Air  Corp. 

Frank  Lorenzo  on  leverage,  liquidity  and  timing. 
42   Home  Box  Office 

In  which  HBO  meets  some  surprising  pirates. 

46   Lone  Star  Steel  Corp. 

Can  this  one  be  turned  around? 

50    Cowen  &  Co. 

A  Wall  Street  brokerage  with  far  more  capital  than  it 
needs. 

84   The  Up  &  Comers 

Hair  salon  chain  CutCo's  Richard  Stanley  needs  to  prac- 
tice what  he  preaches.  Also:  How  Small  World  Greetings 
beats  the  Taiwanese. 
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Milking  capital  through  the  wonders  of  leverage. 
106   Sperry  Corp. 
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138    Banc  One  Corp. 

The  doomsayers  were  wrong. 

171    Magic  Chef  Corp. 

How  long  can  Skeet  Rymer  keep  raiders  at  bay? 


Industries 


30    Cover  Story:  Mutual  Funds  And  Wretched  Excess 

"Unless  trees  grow  to  the  sky,"  worries  one  fund  group 
chairman,  "we  are  going  to  end  up  with  investors  who 
are  furious." 

82   Real  Estate 

Condo  prices  down,  sales  up  on  Wilshire  Boulevard. 
131  Broadcasting 

Radio  may  be  a  classic  bubble  in  the  making. 
142   Data  Processing 

Smaller  banks  and  S&Ls  move  data-crunching  outside. 


Labor 


56    "The  Great  American  Job  Machine" 

Over  8  million  people  out  of  work  could  strain  the  fabric 
of  our  open  society. 

68    MIT's  Lester  Thurow  On  Income  Inequality 

Some  problems  with  his  definitions. 

126    Featherbedding,  Adieu 

Labor  trouble,  and  opportunities,  ahead  for  the  railroads. 


Regions 


74    We  Got  Mantras  Right  Here  In  River  City 

Welcome  to  Fairfield,  Iowa,  with  more  mantra-meditat- 
ing millionaires  per  acre  than  anywhere  else  on  earth. 


International 
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A  Japanese  Eastman  Kodak. 
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144    Japanese  Car  Prices  And  Profits 

"We  must  be  ready  for  the  storm,"  says  the  president  of 
American  Honda  Motor  Co.  of  the  strong  yen. 

Government 

102    Public  Landlords,  Private  Developers 

Some  public  landowners  are  embracing  a  new  friend. 

137   Is  It  Okay  To  Whisper  "Fire"? 

The  Fed  tiptoes  into  the  bad  loan  problem. 

Investing 

40   Blind  Pools 

Blind  pools  take  your  money,  don't  tell  you  how  it  will  be 
invested  .  .  .  and  they  are  growing. 

94   The  Money  Men:  Charles  Allmon 

If  he's  going  public,  where's  the  market  going? 

122   Mortgage-backed  Securities 

The  buggy-whip  world  of  trading  Ginnie  Maes. 

206  The  Funds:  The  Trend  Is  My  Friend 

It  is  hard  to  argue  with  James  Stowers'  success. 

207  Statistical  Spotlight 

A  list  of  S&Ls  still  selling  below  the  market's  multiple. 
222  Streetwalker 

Mobil  Corp.;  Arkla,  Inc.;  Rothmans  International;  Litton 
Industries;  Hollywood  Park  Cos.;  A.H.  Belo  Corp. 


Numbers  Game 

112   No  Easy  Answers 

What  to  do  about  the  auditor's  opinion. 
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194  I.  Martin  Pompadur,  ML  Media  Partners 

194  Robert  Townsend,  author 
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ity insurance. 
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172   Franchise  Lost 

Coming's  cookware  had  it  all,  and  lost  most  of  it.  Also: 
"Enriched"  soft  drinks;  Gore-Tex. 


Technology 

176    Commercial  Research  On  NASA's  Shuttle 
NASA  can't  count  on  industry's  support.  Also:  U.S.  drug- 
makers  aid  Japanese  competitors. 


Personal  Affairs 

184   How  To  Tan  Your  Skin  And  Manage  Your  Stress 

A  new  tax-deductible  vacation?  Also:  Compact  disks. 


Careers  

190    Making  It  Through  The  Group  Interview 

What  if  there  is  more  than  one  behind  those  mahogany 
doors? 
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The  meaning  of  "mania" 

Take  another  good  look  at  the  curve  plotted  on  our  cover  before 
you  read  further.  We'll  wait. 

Welcome  back.  You  see  that  net  sales  of  mutual  fund  shares 
last  year  totaled  an  astonishing  $80.6  billion.  But  we'll  bet  not  1 
reader  in  100  can  say  what  proportion  of  that  huge  sum  went 
into  stock  funds  and  what  proportion  went  into  bond  (fixed 
income)  funds.  Misleading  reminder:  Stock  averages  were  gen- 
erally rising  most  of  last  year. 

Okay.  Smelling  trickery,  you're  beginning  to  think  maybe 
sales  of  bond  fund  shares  were  surprisingly  strong  in  1985. 


Forbes'  Sloan  and  Walbert 


Strong?  Last  year,  as  our  cover  story  in  this  issue  reports,  bond 
and  income  funds  outsold  equity  funds  by  the  amazing  margin 
of  7-toT.  Money  has  been  pouring  into  bond  funds  this  year  at 
the  all  but  incredible  rate  of  nearly  $400  million  per  business 
day.  Mania,  we  call  it  on  our  cover,  and  we  think  it's  just  the 
word.  A  mania,  in  our  lexicon,  is  an  investment  fad  whose 
potential  victims  are  beyond  counting. 

The  story,  by  Senior  Editor  Allan  Sloan  and  Reporter  Laura 
Walbert,  lays  out  in  clear  detail  why  there  is  so  much  strength 
in  certain  bond  fund  sales.  Remember:  These  funds  aren't 
bought;  they  are  sold.  It's  a  tale  of  aggressive  sales  campaigns 
leading  to  inflated  claims  leading  to  unreal  expectations.  A  lot 
of  mutual  fund  sponsors  and  distributors  know  exactly  what 
they  are  doing,  Sloan  and  Walbert  conclude,  and  a  lot  of  their 
investors  don't.  The  story  begins  on  page  30. 

Where  will  the  jobs  come  from? 

Executive  Editor  fames  Cook's  story  in  this  issue,  on  where  and 
how  the  U.S.  economy  will  generate  new  jobs  in  the  years 
ahead,  will  not  make  for  happy  reading  in  some  quarters,  least  of 
all  in  academic  circles.  The  outlook  is  for  a  shortage  of  jobs  for 
the  unskilled  and  a  shortage  of  skilled  workers  for  the  jobs  there 
are,  Cook  reports.  A  fair  portion  of  blame  for  this  mismatch 
must  be  laid  at  the  door  of  America's  educators.  But  the  solution 
to  the  problem  is  not  going  to  be  simply  throwing  more  money 
at  it.  The  story  is  on  page  56. 


Managing  Editor 
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Air  Transport  World,  the  leading  aviation  magazine,  has  crowned  KLM 
Airline  of  the  Year.  And  20,000  KLM-ers  are  eager  to  prove  the  choice  was 
right.  On  the  ground.  In  the  air.  Every  day.  For  every  flight.  Test 


fly  usY  us'    The  Reliable  Airline  of  the  World.  KLM 

Royal  Dutch  Airlines 


Trends 


Edited  by  John  A.  Conway 


Ripples  from  Yugoslavia 

Malcolm  Bricklin,  who  introduced 
Subaru  to  the  U.S.,  put  Yugosla- 
via on  the  automobile  map  by  raising 
$10  million  to  form  Yugo  America 
and  importing  "basic  transportation" 
cars  from  Yugoslavia's  worker-owned 
Zavodi  Crvena  Zastava.  Despite  a 
poor  reception  in  the  press  (notably  in 
Consumer  Reports),  buyers  apparently 
liked  the  $3,990  price  tag  and  have 
snapped  up  all  8,500  Yugos  imported 
so  far.  Yugo  America  President  Wil- 
liam Prior  expects  to  sell  all  60,000 
cars  he  imports  this  year.  "We're  in 
the  enviable  position  of  not  having  to 
sell  250,000  cars  to  be  a  success,"  he 
says.  Other  carmakers  are  responding. 
Chrysler  will  lower  the  base  price  on 
its  Horizon  from  $6,200  to  $5,499  this 
May.  And  Korea's  Hyundai  is  bringing 
its  Excel  into  the  market  at  a  base 
price  of  $4,995.  Tokyo's  carmakers 
are  on  the  warpath  because  20%  of 
Yugo's  172  dealers  also  handle  one  or 
more  Japanese  makes.  The  Japanese 


Belgrade's  bargain  car 
The  competition  reacts. 

are  pressuring  them  to  drop  the  Yugo- 
slav entry.  (Yugo  plans  court  action.) 
Another  significant  note:  Fuji  Heavy 
Industries  Ltd.,  which  makes  Subaru, 
is  interested  in  buying  a  car  plant  in 
Yugoslavia.  But  Belgrade  so  far  is  not 
keen  on  the  idea,  a  fact  that  pleases 
Yugo  America,  which  wants  a  share 
in  the  plant  for  itself. 


Liability  in  London 

Product-liability  suits  or,  more  par- 
ticularly, the  huge  damage  awards 
they  generate,  are  making  waves  as  far 
as  the  U.K.  A  visiting  delegation  from 
the  London  Chamber  of  Commerce  & 
Industry  cited  the  burdens  of  product- 
liability  insurance  and  the  scale  of 
jury  awards  as  deterrents  to  exports 


from  the  U.K.  George  Macdonald,  an 
American  lawyer  in  London,  said  one 
of  his  clients,  a  manufacturer  of  medi- 
cal equipment,  passed  up  the  U.S. 
market  for  that  reason.  British  busi- 
nessmen, he  added,  find  their  prod- 
uct-liability coverage  often  inade- 
quate to  cover  damages  in  the  U.S. 
One  reason  these  suits  are  less  com- 
mon in  England  (although  they  are 
increasing,  along  with  the  amounts 
awarded)  is  that  British  law  bars  law- 
yers from  taking  cases  for  a  share  of 
the  awards.  In  the  U.S.  lawyers  com- 
monly collect  30%  to  40%  of  them. 


No  frills  at  all 

Fl  reddie  Laker  flies  no  more,  but  his 
spirit  lives  on.  First  came  People 
Express,  then  Virgin  Atlantic,  and  now 
transatlantic  air  travelers  may  get  a 
third  low-fare  choice — Highland  Ex- 
press. The  new  airline  is  the  brainchild 
of  millionaire  British  lawyer  Randolph 
Fields,  who  got  Virgin  off  the  ground 
and  has  put  up  $  1 .4  million— $662,000 
in  cash — for  this  one.  He  wants  to  tap 
U.K.  markets  not  served  by  Heathrow 
and  Gatwick  airports.  Highland  will 
use  Prestwick,  Scotland  as  a  hub  to  fly 
passengers  from  Stansted  (London's 
little-known  third  airport)  and  Bir- 
mingham to  Newark  and  Toronto. 
One-way  fares  will  range  from  $145  to 
$248.  Will  it  fly?  People's  chief  finan- 
cial officer,  Robert  McAdoo,  is  skepti- 
cal that  Highland  will  fill  20%  of  its 
499  Boeing  747  seats  from  those  air- 
ports, particularly  with  a  90-minute 
layover  at  Prestwick.  The  new  line 
also  still  needs  approval  to  land  in 
New  York,  and  the  thumbs-up  from 
Britain  is  subject  to  successful  com- 
pletion of  a  $3.3  million  stock  offering. 
Investors  will  be  rewarded  with  free 
return  flights. 


The  featherbedders 

How  much  does  union  featherbed- 
ding  drive  up  construction  costs? 
Not  much,  says  Steven  Allen  of  the 
National  Bureau  of  Economic  Re- 
search in  Cambridge,  Mass.  Restric- 
tions in  a  typical  office  building  con- 
tract add  3.2%  more  workers  and  5% 
more  in  costs,  or,  because  labor 
amounts  to  40%  of  a  typical  job,  an 
overall  increase  of  only  2%.  But  Al- 
len's research  (including  44  hospitals 


Working  on  high  iron 

A  featherbed  is  no  cushion. 

and  nursing  homes,  68  schools  and  83 
office  buildings)  also  showed  that 
union  contractors  are  as  ready  to  use 
prefab  items  like  air  ducts  and  air- 
conditioning  as  are  their  nonunion 
competitors,  despite  union  work 
rules.  Union  rules,  however,  do  cramp 
the  allocation  of  different  types  of  la- 
bor, he  found,  and  he  called  this  "the 
greatest  current  handicap  faced  by 
union  contractors."  The  builders 
thought  they  could  cut  man-hours 
significantly  if  they  could  assign 
workers  outside  their  crafts  and  use 
more  semiskilled  and  unskilled  labor 
on  construction  jobs. 


Hold  the  mayo! 

Sunkist  means  oranges,  Perdue 
means  chickens,  and  now  salads 
will  have  brand  names.  Orval  Kent,  a 
Wheeling,  111.  company  with  $130 
million  in  sales,  is  hawking  salads 
under  its  Signature  label  nationwide. 
Within  a  year  it  plans  to  go  national 
with  its  new  Salad  Singles  brand.  This 
year  it  will  back  both  labels  with  a  $6 
million  ad  campaign.  Another  entry  is 
Blue  Ridge  Farms,  a  $48  million 
(sales)  company  in  New  York  City 
that  sells  Blue  Ridge  brand  salads  at 
supermarket  delicatessen  counters  in 
20  states.  This  spring  it  plans  a  $1.5 
million  radio  and  television  campaign 
in  six  cities,  including  New  York, 
Boston  and  Chicago.  Founded  in  the 
early  Forties,  Blue  Ridge  tosses  100 
million  pounds  a  year  of  more  than 
100  salads,  including  cole  slaw,  chick- 
en, cucumber,  pasta,  tortellini,  bean 
and  Alaskan  king  crab  (but  not  plain 
old  lettuce  and  tomato,  which  is  too 
perishable).  Blue  Ridge  plans  national 
distribution  within  five  years.  "We 
want  to  be  the  Kleenex  of  salads," 
says  its  vice  president,  Jeffrey  Siegel. 
The  wholesale  salad  business  is  $750 


8 


FORBES.  MARCH  24.  1986 


million  a  year,  and  the  brand  idea  has 
such  potential  that  giants  like  Camp- 
bell and  Hormel  have  moved  in. 


The  inflation  index 

Since  last  June  New  York  City's 
Coffee,  Sugar  &  Cocoa  Exchange 
has  been  flogging  contracts  based  on 
the  Consumer  Price  Index  with  less 
than  spectacular  results.  For  six 
months  the  inflation  index  averaged  1 0 
trades  a  day.  Payments  to  brokers  who 
|  made  trades  pushed  that  to  a  still- 
j  modest  200  daily.  The  exchange  is  still 
'  trying.  Now  it's  a  contest:  Guess  the 
CPI  for  Bolivian  wage  earners  next  June 
and  win  a  free  trip  for  two.  Why  Boliv- 
ia? Because,  with  40,000%  inflation 
last  year,  it  was  numero  uno  in  the 
world.  A  million-peso  Bolivian  note, 
worth  $5,000  in  June  1983,  was  down 
to  55  cents  last  month. 


Back  to  Main  Street 

Tlhe  business  club,  spurned  in  the 
Seventies   for   its    Main  Street 
squareness,  is  making  a  strong  come- 
back. Rotary  International,  for  exam- 
ple, passed  the  million-member  mark 
last  month  with  much  help,  surpris- 
ingly, from  Asia.  Last  year  968  new 
Rotary  clubs  were  formed — nearly 
twice  the  number  in  1975.  The  total 
reached  22,000  worldwide,  32%  more 
than  a  decade  earlier.  An  average  of 
three  new  clubs  join  each  day,  most  of 
them  in  Asia — including  India,  Japan 
and  Korea — where  there  are  now 
186,000  members,  nearly  20%  of  the 
total.  "A  developing  middle  and  up- 
per-middle class  recognizes  a  need  in 
their  communities  for  this  type  of 
group,"  says  Jack  Giles,  a  Rotary 
:  spokesman.  In  the  U.S.,  where  the 
;  typical  annual  membership  fee  is 
!  $100,  the  ranks  are  filling  up  with 
i  young  professionals  who  want  to  tune 
in  to  colleagues  and  communities. 
;  The  clubs  are  also  attracting  a  grow- 
!  ing  number  of  older  men  who  are 
staying  active  longer. 


The  banking  scene 

More  commercial  banks  folded  in 
1985  than  in  any  year  since  the 
Depression.  So  it  is  no  surprise  that  of 
840  chief  executives  of  leading  banks 
who  responded  to  a  recent  poll,  more 
than  80%  are  developing  services  out- 
side traditional  banking,  up  from  55% 
the  year  before.  Egon  Zehnder  Inter- 
national, the  management  consultant 
firm,  found  that  the  most  popular  new 


services  are  insurance  (80%),  mort- 
gage banking  (53%),  leasing  (47%), 
stock  brokerage  (42%)  and  invest- 
ment banking  (25%).  Investment 
banking  ranked  first  at  national 
banks.  Insurance  was  the  favorite  of 
locals.  Nevertheless,  64%  think  com- 
mercial banks  are  a  target  for  acquisi- 
tions from  outside  the  industry.  As  for 
regulation,  nearly  75%  oppose  the 
proposed  increase,  from  the  present 
6%  to  9%,  in  the  minimum  capital- 
to-assets  ratio.  More  than  80%  like 
the  risk  based  deposit  insurance  pro- 
gram proposed  by  the  Federal  Deposit 
Insurance  Corp.,  but  nearly  half  the 
larger  banks — mostly  those  with 
high-risk  foreign  loan  portfolios — op- 
pose it.  Only  48%  would  require  more 
detailed  financial  disclosure  from 
banks  in  trouble.  And  56%  of  those 
polled  want  consolidation  of  regula- 
tory powers  now  held  by  the  Federal 
Reserve  Bank,  the  Comptroller  of  the 
Currency,  the  FDIC  and  the  Federal 
Savings  &  Loan  Insurance  Corp. 


One  mall,  one  card 

Americans  carry  720  million  credit 
.cards  and  the  plastic  is  still  prolif- 
erating. Marketing  Images  Corp.  of 
Costa  Mesa,  Calif.,  for  example,  now 
has  3  California  malls  signed  on  for  its 
private-label,  no-fee  credit  cards  and 
has  lined  up  another  31  in  California, 
Arizona,  Texas,  Florida,  Kansas,  Ohio 
and  Illinois.  By  the  end  of  the  year 
MIC  President  Donald  Kerr  expects  to 
have  40  malls,  16  of  them  owned  by 
Edward  DeBartolo,  the  largest  U.S. 
mall  developer.  Some  90%  of  mall 
shoppers  like  the  idea  of  a  shopping 
card  good  in  all  stores  in  one  location, 
he  claims.  The  cards  cost  stores  the 
same  or  less  than  existing  bank  cards 
and  pull  in  new  sales,  Kerr  says.  At 
one  mall  in  Newport  Beach,  Calif, 
sales  grew  nearly  10%  in  the  first  ten 
months  the  card  was  used,  Kerr  says. 
Within  three  years,  he  expects  to  sign 
on  the  top  120  of  the  nation's  25,000 
shopping  malls  and  have  an  annual 
revolving  balance  of  $6  billion.  Gen- 
eral Electric  Credit  Corp.  pioneered 
the  idea  in  Puerto  Rico,  where  a  local 
bank  took  over  the  mall,  and  it  is  test- 
marketing  another  card  in  the  U.S.  at 
a  mall  in  California. 


A  ship  with  a  mission 

U'nique  among  the  fleet  of  tall  ships 
that  sail  into  New  York  harbor  on 
July  4  to  mark  the  Statue  of  Liberty's 
centennial  will  be  the  Calida.  W.  Ron- 
ald Armstrong,  a  Scottish  textile  mag- 


nate and  Aberdeen  Angus  rancher, 
built  the  $1  million-plus,  135-foot 
steel-hulled  ship,  modeled  after  the 
clipper  Cutty  Sark,  out  of  personal 
funds.  Now  58,  Armstrong  sold  his 
family  businesses  in  1969,  built  his 
first  tall  ship  in  1972  and  spent  the 
rest  of  the  Seventies  sailing  around 
the  world.  (He  later  gave  this  ship  to 
his  wife;  they're  now  separated.)  A  trip 
to  the  Amazon  with  Wayne  Thomas 
Enders,  a  professor  of  rural  economics 
at  a  Brazilian  university,  inspired  him 
to  help  save  the  world's  tropical  for- 
ests, which  are  disappearing  at  the  rate 
of  76,500  acres  a  day  under  population 
pressures.  In  1983  he  bought  six  square 
miles  of  Brazilian  rain  forest.  After  the 
Calida' s  Fourth  of  July  stint,  Arm- 
strong intends  to  use  it  to  haul  60  tons 
of  Brazil  nuts  a  year  from  his  holdings. 
He  and  his  first  mate  and  constant 
companion,  Martha  Woodruff,  will 
sell  the  cargo  in  the  U.S.  Armstrong 
will  use  the  proceeds  to  buy  more  rain 
forest  and  save  it  in  perpetuity.  For  the 
Statue  of  Liberty  show,  the  Calida  will 
be  representing  Scotland,  but  Arm- 
strong's New  York  City-based  Caledo- 
nian Maritime  Foundation  thriftily 
plans  to  line  up  five  sponsors,  includ- 
ing the  Financial  Times  and  British  Cal- 
edonian Airways. 


Supermarket  security 

Anew  supermarket  checkout  sys- 
tem promises  to  cut  costs  and 
theft  and,  more  important,  increase 
the  stores'  paper-thin  margins. 
CheckRobot  Inc.  of  Deerfield  Beach, 
Fla.,  once  part  of  Sensormatic  Elec- 
tronics (which  now  has  80%  of  the 
world  market  in  those  plastic  security 
disks  used  by  retail  clothing  stores), 
has  the  system,  and  a  major  store 
chain  (reportedly  Kroger)  plans  to  give 
it  a  trial.  It  works  like  this:  Before 
placing  purchases  on  a  conveyor  belt 
to  the  store  bagger,  shoppers  pass 
them  over  a  laser  beam  that  identifies 
them  by  bar  code  and  shape  and  regis- 
ters the  price.  The  CheckRobot  will 
help  cut  employee  theft  and  employ- 
ee-customer conniving,  says  David 
Humble,  company  president.  He 
claims  it  could  also  add  as  much  as 
1.75%  to  supermarket  margins,  a  ma- 
jor boon  to  stores  that  average  1.3% 
on  sales.  For  one  thing,  only  one  cash- 
ier is  needed  for  every  three  lanes.  The 
potential  market  includes  29,500  ma- 
jor supermarket  chain  stores  in  the 
U.S.,  plus  drug  and  novelty  outlets.  At 
$30,000  to  $40,000  per  lane,  Humble 
says,  the  new  system  should  pay  for 
itself  in  less  than  two  years. 


FORBES,  MARCH  24,  1986 


9 


Follow-Through 


Service  par  excellence. 


^Jke  ^Jrenck 
have  a  word 
for  it: 

Iflfjeridien 

Boston 
Houston 
Montreal 
New  Orleans 

New  York 
Newport  Beach 
San  Francisco 
Vancouver 


For  reservations 
worldwide,  call  800-543-4300, 
in  NYC:  212-265-4494. 


MERMEN  HOTELS 

Travel  Companion  of  Air  France 

Fifty  hotels  in  Europe,  Africa,  Asia, 
the  Near  East,  North  and  South 
America  and  the  Caribbean. 


A  courtroom  bonanza 

Fl  ourteen  years  ago  Smith  Interna- 
tional of  California  sued  Hughes 
Tool,  the  Texas  oil  services  company, 
claiming  that  a  Hughes  patent  on  a 
seal  used  in  one  of  its  drilling  bits  was 
too  broad  to  be  valid.  In 
1979,  with  oil  explora- 
tion booming,  the  courts 
found  for  Smith.  In  1982 
the  Hughes  patent  was 
upheld  on  appeal 
(Forbes,  Oct.  7,  1985). 

Winter  in  the  oil  patch 
this  year  has  been  cold 
and  bleak,  but  not  for 
Hughes  Tool.  Last 
month  a  California  fed- 
eral judge  gave  the  Hous- 
ton-based company  a 
$227  million  damage 
award — one  of  the  larg- 
est ever  in  private  patent 
litigation. 

The  $227  million  was   

far  short  of  the  $1.3  billion  Hughes 
sought,  but  it  amounts  to  a  10%  roy- 
alty plus  interest  on  Smith's  gross  bit 
sales  from  1971  to  1985.  It  is  worth  $4 
a  share  to  Hughes,  which  in  1985 
made  only  $4.1  million — 7  cents  per 
share — on  sales  of  $1.3  billion. 
Hughes  won  $132  million  against 
Dresser  Industries  in  another  suit  on 
the  same  seal;  the  case  is  currently  on 
appeal. 

Hughes  executives  are  mum  but 
"very  pleased,"  says  Salomon  Broth- 
ers analyst  James  Crandell.  "I  don't 
think  Hughes  in  its  wildest  dreams 
thought  it  would  get  this  much." 

The  final  irony:  The  patent  on  the 
Hughes  seal  expired  last  August. 


Superbowl  scuffle 

We're  not  doing  this  because 
we're  greedy, 
we're  just  here  to  feed  the  needy. 

Fullback  Walter  Payton  intoned  those 
words  on  Superbowl  Shuffle,  the  rap 
record  he  and  nine  other  Chicago 
Bears  made  for  charity  and  a  hoped-for 
$30,000  each.  Richard  Meyer,  the  for- 
mer perfumemaker  who  wrote  the 
lyrics  and  made  the  Shuffle  record  and 
videocassette,  was  in  for  $325,000  af- 
ter everyone  gave  half  his  profits  to 
charity  (Forbes,  Feb.  10). 

Now  Meyer  can  hear  those  foot- 
steps. The  Bears  and  the  Illinois  attor- 
ney general  are  after  him.  Under  Illi- 


nois law,  fundraisers  must  donate 
75%  of  their  profits.  Meyer  says  his  is 
no  charitable  organization,  though  he 
is  willing  to  donate  50%.  Jill  Wine- 
Banks,  a  deputy  attorney  general,  says 
the  pledge  on  Meyer's  labels  to  give  "a 
substantial  portion"  of  profits  to 
"Chicago's  neediest  families"  made 


Steve  Ixi>rurd 
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Richard  Meyer  and  the  Bears 
Does  he  hear  footsteps? 


him  a  professional  fundraiser. 

The  Bears  blew  the  whistle  first. 
Payton,  William  (Refrigerator)  Perry 
and  the  other  players  who  made  the 
record  had  no  contract  with  Meyer. 
When  no  money  showed,  they  began 
to  suspect  someone  was  offside. 

Payton  and  company  and  the  attor- 
ney general  aren't  Meyer's  only  pur- 
suers. A  Chicago  bank  has  judgments 
against  him  for  loans  of  more  than 
$2.1  million.  The  contractor  who  re- 
modeled his  home  is  suing  to  collect 
his  $324,000  bill.  And  his  estranged 
wife  has  weighed  in  with  a  suit  of  her 
own.  Time  to  call  "Time!" 


Bucking  the  bureaucrats 

F I  or  15  years  Alvin  Glasky  has  tried 
to  convince  the  Food  &  Drug  Ad- 
ministration to  approve  U.S.  sale  of 
Isoprinosine,  a  drug  controlled  by  his 
company,  Newport  Pharmaceuticals 
International  of  Newport  Beach, 
Calif.  (Forbes,  Nov.  18,  1985).  Isoprin- 
osine is  sold  in  89  other  countries 
(95%  of  Newport's  $10.5  million  rev- 
enues come  from  Isoprinosine).  The 
drug  is  supposed  to  boost  the  body's 
immune  system  and,  according  to 
Glasky,  can  help  fight  everything 
from  skin  cancer  to  the  common  cold. 
Despite  two  past  rejections  (for  geni- 
tal herpes  in  1975  and  measles  en- 
cephalitis in  1981),  Glasky  last  fall 
asked  the  FDA  to  approve  Isoprino- 


Fidelity  Overseas  Fund  | 


America's 

01  Fund  in 
1985! 

In  1985  Fidelity  Overseas  Fund  performed  better  than  any  other  mutual 
fund  in  the  nation.  Fidelity's  team  of  international  management  experts 
worked  to  uncover  promising  foreign  stocks.  Capitalizing  on  the  high  perfor- 
mance of  many  overseas  markets  and  a  weaker  U.S.  dollar  the  fund  achieved 
an  astounding  73  3% 2  total  return  in  its  first  year. 

Fidelity  makes  it  easy  to  tap  the  potential  power  of  overseas  markets  with 
this  potentially  high  performing  but  volatile  fund.  •  Start  with  just  $2,500  ($500 
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vim 


Fidelity  Overseas  Fund.  For  more  complete  information, 

including  management  fees  and  expenses,  call  or  write  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money  Fidelity  Distributors  Corpo- 
ration ( General  Distribution  Agent ),  RO.  Box  660603.  Dallas,  TX  75266. 


Name. 
City  _ 


Address . 


□  Free  IRA  kit  (OVEI) 

Call  free  2-4  hours. 

1-800-544-6666 

In  Mass.  call  collect  617-523-1919 


State . 


Zip. 


FIDELITY 
INVESTMENTS 


FORB/OVE/032486 


Forbes  Subscriber  Service 

60  Fifth  Avenue 

New  York,  NY  10011 

Call:  212-620-2243 

Change  of  Address.  Please  give  six 

weeks  notice.  Write  your  new  address 

on  this  form  and  return  it  with 

a  recent  mailing  label  from  the 

magazine. 

New  Subscription.  To  order  Forbes, 
fill  in  the  form  and  return  it  with  a 
check  for  the  subscription  you  prefer. 
□  1  year  $42  □  3  years  $84  (the 
equivalent  of  one  year  free].  Canadian 
orders,  1  year  $77C,  3  years  $173C. 
Orders  for  other  countries  add  $25  a 
year  to  U.S.  rate.  By  air  to  Europe, 
add  $35. 


ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name       (please  print! 


New  Address 


City 


State 


Zip 


Date  of  address  change 


F-4826 


sine  for  treatment  of  AIDS  Related 
Complex  (ARC),  or  "pre-AIDS."  In- 
vestors apparently  thought  the  AIDS 
furor  would  change  the  FDA's  mind. 
At  $13  a  share,  Newport  was  selling 
for  260  times  last  year's  earnings  of  5 
cents  a  share.  But  Glasky  lost  again. 

Last  month  the  FDA  announced 
that  Newport's  latest  application  for 
Isoprinosine  was  "unapprovable." 
The  FDA  also  took  the  unusual  step 
of  blasting  Newport  and  its  president 
for  a  news  conference  the  week  before 
at  which,  FDA  spokesman  Brad  Stone 
charged,  Glasky  "misrepresented" 
test  data,  "further  confusing  an  al- 
ready complicated  subject  area."  An- 
other FDA  source  said  the  agency  was 
angered  by  the  "promotional  nature" 
of  the  news  conference  and  did  not 
want  to  be  "party  to  stock  manipula- 
tion." The  next  day  Newport  lost  6% 
points,  falling  to  6V2  on  volume  of  2.4 
million  shares  (there  are  10  million 
shares  outstanding). 

Newport  can  take  some  comfort 
from  FDA  spokesman  Stone's  state- 
ment that  last  month's  turndown  was 
"in  no  sense  a  final  rejection"  of  Iso- 
prinosine. It  might  also  raise  its  stock 
in  Washington  by  its  hiring  of  Dr. 
Michael  A.  Chirigos,  61,  until  recent- 
ly chief  of  the  immunopharmacology 
branch  of  the  National  Institutes  of 
Health  in  Frederick,  Md.  and  well  re- 
garded both  here  and  in  Europe. 


The  innkeeper's  woes 

Tlhe  Los  Angeles  real  estate  empire 
of  Severyn  Ashkenazy,  including: 
such  posh  hotels  as  L'Ermitage,  Le: 
Mondrian,  Le  Dufy  and  Le  Bel  Age, 
seemed  shaky  last  year.  The  Beverly 
Hills  Savings  &  Loan  reported  that 
loans  against  two  hotels  and  two  oth- 
er buildings,  totaling  nearly  $37  mil- 
lion, were  60  days  or  more  in  arrears 
(Forbes,  Sept.  23,  1985).  Ashkenazy 
was  also  behind  on  loans  from  West- 
ern Savings  &  Loan.  Southern  Califor- 
nia Savings  &  Loan  had  booked  a  no- 
tice of  default  against  Le  Dufy  Hotel. 

Last  month  Ashkenazy  Enterprises 
Inc.  filed  for  bankruptcy  protection  to 
cover  Le  Mondrian  and  Le  Dufy.  The 
latter  was  threatened  with  foreclosure 
by  Southern  California  S&.L,  which 
said  Ashkenazy  was  nearly  a  year  be- 
hind on  payments.  Ashkenazy  report- 
edly has  no  plans  to  file  for  bankrupt- 
cy on  other  properties,  but  his  debts 
total  $145  million  on  assets  of  $250 
million,  and  he  is  delinquent  on  $110 
million  in  loans,  which  he  blames  on 
higher  construction  costs  and  lower 
revenues  than  expected. 
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A  SMALL 

BUT 

INTERESTING 
PART  OF 

SCOTLAND'S 
$2.7  TRILLION 

MARKET. 


As  a  vital  part  of  both  the  UK  and 
the  EEC,  Scotland's  market  for  tech- 
nology extends  to  France  and  thirteen 
other  countries.  Including  Belgium, 
Italy,  Holland,  and  West  Germany. 

For  a  total  of  $2.7  trillion  per  year  in 
tariff -free  trade. 

The  fact  is,  Scotland  is  the  best  and 
most  economical  launchpad  for  this 
huge  market.  With  the  most  efficient, 
sophisticated  infrastructure  and  tele- 
communications systems,  including  in- 
ternational linkage  byroad,  rail,  air,  and 
sea.  A  highly  productive,  committed 
workforce  that  scored  overwhelming 
endorsements  from  U.S. -owned  corp- 
orations in  a  recent  independent  Labor 
Survey.  And  a  tradition  of  innovation 
that  goes  back  to  1765,  when  James 
Watt  perfected  the  steam  engine. 

No  wonder  so  many  U.S.  manufac- 
turing and  servicing  companies — and 
over  300  electronics  companies,  includ- 
ing IBM,  Digital,  Hughes,  and  Motorola 
— have  made  Scotland  their  European 
base.  Maybe  you  should,  too. 

The  Scottish  Development  Agency 
can  provide  tailor-made  development 
packages  to  meet  your  company's  needs 
— incorporating  expert  analyses  of  your 
market  sector,  equity  loans  and  non- 
repayable grants,  and  a  wide  selec- 
tion of  prime  sites  including  single- 
user  sites  and  science  and  technology 
parks. 

Call  toll-free  now.  Or  write  for  more 
facts  about  the  $2.7  trillion  Scottish 
market. 

Call  toll-free: 

1(800)THE-SCOT. 


S><  Call  1  (800)  THE-SCOT—or  send  this 
coupon  to  SDA,  P.O.  Box  5022,  Clifton, 
New  Jersey  07015-5022. 

Please  rush  me  a  free  information 
package  on  Scotland  and  the  EEC,  includ- 
ing the  Scottish  Labor  Study  and  European 
Site  Selection  Checklist. 
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Readers  Say 


Testy  response 

Sir:  I  strongly  protest  your  call  to 
make  blood  and  urine  tests  illegal 
(Fact  and  Comment,  Feb.  10).  Reliable 
estimates  of  drug  usage  (and  let's  even 
exclude  alcohol)  run  no  lower  than 
15%  of  all  levels  of  our  populace,  a 
pernicious  problem. 

Do  you  object  to  personal  airport 
searches?  Do  you  not  feel  it  important 
to  seek  out  the  drug-influenced  pro- 
fessional with  access  to  sophisticated 
computer  control  of  our  bank  and  se- 
curity accounts?  What  about  assuring 
drug-free  food  inspectors? 
— Arthur  L.  Roth 
Chief  Executive  Officer, 
Pharmchem  Laboratories,  Inc. 
Menlo  Park,  Calif. 

Sir:  What  would  your  attitude  regard- 
ing polygraph  testing  be  if  your  re- 
ceipts were  in  cash,  collected  and  re- 
mitted to  you  by  individual  magazine 
salespeople? 
—fames  M.  Rodney 
Birmingham,  Mich 

Sir:  The  world  has  enough  guilt,  de- 
privation and  fear.  Testing  could  be 
used  to  encourage  drug  users  to  quit 
and  to  help  addicts. 

— Thomas  I  larrington 
Boca  Raton,  Fla. 

Sir:  Do  you  really  believe  that  inva- 
sion of  privacy  is  okay  for  airline  pi- 
lots but  not  for  factory  workers?  The 
factory  or  desk  worker  is  also  in  a 
position  to  create  a  potential  "loss  of 
life"  situation,  and  so  is  a  CEO,  as  the 
result  of  chemical  substance  abuse. 
—John  W.  Mintonfr 
Columbus,  Ohio 

Sir:  The  "exceptional  circumstances" 
under  which  you  seem  to  think  these 
tests  should  be  permitted  would  sure- 
ly be  interpreted  by  the  bureaucracy 
to  include  over  half  the  population 
(drivers,  doctors,  police,  military,  gov- 
ernment, et  al.).  Train,  airplane,  yes, 
even  Harley  drivers,  have  the  right  to 
be  protected  from  outrageous  inva- 
sions of  privacy. 
— Dean  E.  Shiffman 
Fouierville,  Mich. 


Lucrative  prudence 

Sir:  Re  your  story  (Feb.  10)  about 
AmeriTrust's  being  too  prudent,  I  re- 
member laudatory  stories  in  Forbes 


in  past  years  on  Continental  Illinois, 
Bank  of  America  and  Texas  Com- 
merce Bancshares,  which  you  did  not 
accuse  of  being  too  prudent. 

AmeriTrust's  return  on  assets  is  al- 
ways at  the  top  among  large  banks.  Its 
exposure  to  foreign  loans,  risky  real 
estate  and  failing  energy  companies  is 
minimal,  and  dividends  have  in- 
creased twice  as  fast  as  the  consumer 
price  index  over  the  last  20  years.  If 
that's  being  too  prudent,  I'll  take 
more  of  the  same. 
— David  K.  Ford 
Cleveland,  Ohio 


Unhappy  lawyer 

Sir:  Cancel  my  subscription.  I  am  a 
lawyer,  and  I  am  quite  disgusted  with 
your  section  "On  the  Docket." 
— Kenneth  Mahand 
Houston,  Tex. 


Rewarding  advice 

Sir:  When  I  was  about  17  years  of  age, 
I  was  in  the  offices  of  Edward  Brown, 
chairman  of  the  First  National  Bank 
of  Chicago;  he  always  gave  me  sound 
advice.  One  line  was,  "You  will  learn 
that  you  can  make  more  money  with 
your  backside  than  with  your  head." 
Naturally  I  said,  "Mr.  Brown,  do  you 
mind  explaining  that  to  me?"  He  said, 
"Yes,  the  big  money  made  in  real  es- 
tate is  having  the  ability  to  sit  on  it 
endlessly" — whereupon  I  said,  "What 
about  securities?"  He  answered: 
"Most  people  simply  cannot  resist 
taking  a  fast  profit  instead  of  riding 
with  a  good  situation  endlessly — 
there  is  where  the  big  money  is  made 
in  securities  as  well." 
— Walter  Annenberg 
Rancho  Mirage,  Calif 


Watch  out 

Sir:  Re  your  Fact  and  Comment  (Feb. 
10)  on  acquiring  the  original  claim  to 
New  York  and  looking  for  a  lawyer  to 
pursue  your  claim,  if  you  were  my 
client,  I  would  advise  you  to  burn  it 
and  deny  that  you  ever  so  much  as 
saw  it.  For  heaven's  sake,  man — you 
might  win. 

— Edwin  R.  Ahrenhoerster 
Hartford,  Wis. 

Sir:  If  you  are  successful  in  your  quest 
for  a  lawyer  who  might  prevail  on 


your  behalf,  please  refer  him  to  me.  I 
own  the  original  U.S.  patent  to  hold 
lotteries,  signed  by  President  John 
Quincy  Adams.  With  luck,  this  may 
be  just  the  ticket  for  drawing  a  claim 
to  a  percentage  of  all  the  state  lottery 
winnings. 
— -James  F.  Ruddy 
Rancho  Mirage,  Calif. 

Sir:  My  wife's  ancestor,  Cornelis 
Melyn,  was  unlawfully  dispossessed 
of  his  "patroonship"  (grant)  of  Staten 
Island  by  the  tyrant  Stuyvesant  and 
was  forced  to  flee  the  colony  to  save 
his  life. 

Please  let  us  know  if  you  meet  with 
any  success  in  obtaining  a  "sliver"  of 
the  title.  Perhaps  something  can  be 
done  to  right  the  terrible  injustice  to 
poor  Melyn  as  well.  On  the  whole, 
however,  I  would  rate  our  prospects  as 
drizmal. 

— Stephen  A  Sharp 
Washington,  D  C 


Culver  Hitlurcs 


"Tyrant"  Peter  Stuyvesant 


Underscores  the  point 

Sir:  Re  "Quick  Now — How  Many  Na- 
tions In  NATO?  In  The  U.N.?"  (Fact 
and  Comment.  Feb.  10).  Senator  Biden 
knew — and  stated — that  Sweden  is 
not  a  NATO  member. 

He  did  not  say:  "I  find  it  difficult  to 
be  sending  an  ambassador  to  Sweden 
who  doesn't  know  how  many  coun- 
tries are  in  NATO,"  but  instead  said: 
"I  find  it  difficult  that  we  could  be 
sending  an  ambassador  to  Sweden 
who  does  not  even  know  how  many 
countries  there  are  in  NATO" — a 
vastly  different  statement. 
— Peter  /•'.  Smith 
Press  Secretary, 

The  Office  of  Senator  Joseph  R.  Biden  Jr. 
Washington,  D  C. 

1  find  the  "even"  makes  my  point — 
even  more  so. — MSF 


L4 


FORRFS  MARCH  Id   1  QKfi 


\  ■ 


jfr* 


Introducing  a  car  that  offers  a 
tie  of  everything. The  Subaru  3  Door. 

Its  handsome  lines  and  elegant 
terior  make  it  the  perfect  luxury  car. 


Its  front  wheel  drive  with"On 
Demand™ "Four Wheel  Drive  transmis^. 
sion  makes  it  the  perfect  get-away  car. 

And  its  generous  cargo  space 


makes  it  the  perfect  family  car. 

The  new  Subaru  3  Door.  It's  not 
how  many  things  it  does,  it's  how  well 
it  does  so  many  things. 


SUBARU 

Inexpensive.  And  built  to  stay  that  way. 


t '  1965  AT*T  Information  Systems. 
In  Hawaii  call  808  946-2509 


AT&T'S  SMALL  BUSINESS 
CONNECTION  OFFERS  YOU 
MERLIN  SYSTEM'S  PUSH 
BUTTON  PRODUCTIVITY. 


Conference 
calling  lets 
five  people  touch 
base  at  once. 


There  are 
dozens  of  phone 
systems  out  there 
competing  for  your 
attention.  And  each  of  them 
seems  to  offer  more  bells, 
more  buzzers,  more  geegaws 
than  the  last. 

But  there  is  one  system 
which  stands  apart  from  the 
rest,  a  system  created  ex- 
pressly for  small  businesses 
(with  two  to  70  telephones). 
Namely,  the  MERLIN  Com- 
munications System  from 
AT&T.  Unlike  a  lot  of  others, 
the  MERLIN  System  is  neither 
a  glorified  home  phone  nor 
a  converted  big  business 
ohone. 

And  the  MERLIN 
System  offers  no 
geegaws,  just  plenty 
of  features  that  are 
right  on  the  button 


for  today's  small  business. 
Features  that  can  help  you 
save  time,  effort  and  some- 
thing more  tangible.  Money. 

The  MERLIN  System  ' 
provides  conference  calling, 
which  allows  you  to  conduct 
five- way  conversations.  An 
intercom,  which  lets  you  talk 
with  those  nearby.  And  speed 
dialing,  which  instantly  puts 
you  in  touch  with  key  people 
who  aren't-so-nearby. 

Altogether,  you  can  select 
from  50  different  features. 
Then  each  can  be  program- 
med, deprogrammed  and  re- 
programmed  into  a  single 
phone  or  the 
entire  system. 
"  'last         And,  of  course, 
every  MERLIN 
System  comes 
with  the  full 


backing  of  AT&T 
Small  Business 
Connection,  includir 
comprehensive  service 
maintenance  and  financing 
packages. 

Just  call  1800  247-7000 
for  the  offices  of  the  Small 
Business  Connection  nearest 
you.  They'll  help  you  button- 
up  a  phone  system  that's  the 
right  choice  for  your  small 
business. 


1800  2*7-7000 


This  number  puts  you  in  touch 
with  the  Small  Business  Connection 
in  your  area. 


Its  speed 
dialing  gets  you 
off  to  a  fast  start. 


AT&T 

The  right  choice. 


'With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


STOCK  MARKET:  NO  PLACE  TO  GO  BUT  UP? 


Or,  put  another  way,  how  soon  and  how  deep  will  be  the 
Dow  Jones  downer?  When  the  DJI  jumps  a  hundred  points 
in  a  couple  of  weeks  on  top  of  a  more-than-290-point  rise 
in  the  previous  four-and-a-half  months,  expectations  of  a 
big  drop  aren't  confined  to  Bears. 

But  aside  from  "technical  corrective"  dips,  no  big  down 
of  any  duration  is  in  the  offing. 

What's  amazing  about  the  market's  present  high  is  that 
it's  taken  so  long  to  get  there.  And  this  high  is  far  short  of 
where  the  vast  majority  of  common  stocks  should  be  in 
relation  to  real  worth.  Or  for  that  matter  book  worth, 
price/earnings  ratios  or  any  other  sense-making  criterion. 

IF  THERE'S  ANYONE  LEFT 

are  motivated  by  anything  other  than  power  and  cynical 
empiricism,  just  look  at  their  doings  in  the  Philippines. 

For  years  Communist  insurrection  has  been  growing 
stronger  there,  spreading  wider.  To  overthrow  Marcos 
has  been  the  great  goal  of  the  Philippine  Red  brigades 
and  brigands. 

So  when  Marcos  lost  the  election  and  sought  to  hold  the 


Interest  rates  are  down,  so  refinancing  of  corporate 
debt,  financing  corporate  expansion  and  modernization 
are  getting  up  a  head  of  steam.  Ditto  home-building. 
Budget  deficit  is  not  only  capped,  but  on  the  way  down — 
even  if  there's  no  tax  revision,  even  if  Gramm-Rudman's 
bite  has  bitten  the  dust.  Inflation's  comatose.  And  it  will 
take  a  lot  of  utterly  foolish  doings  for  quite  a  while  to 
resuscitate  it. 

Unless  you  have  an  immediate  money  need,  don't 
panic,  don't  dump. 

If  you've  got  good  things,  a  lot  of  good  things  are  going 
for  them. 

WHO  THINKS  THE  SOVIETS 

office  by  force,  who  was  the  first  government  officially  to 
recognize  his  "win,"  to  cable  him  congratulations? 

The  Soviet  Union.  The  Russians  doubtless  figured  if 
Marcos  could  destroy  democracy  by  riding  roughshod 
over  election  results,  the  armed  Reds  would  have  been 
the  only  source  of  force  left  in  the  Philippines  able  to 
give  him  the  heave-ho. 


THE  WAT  JOHNSON  &  JOHNSON'S  JIM  BURKE 

has  handled  the  second  massive  Tylenol  blow  to  the  seem  to  indicate  it  was  the  doing  of  one  murderously 
solar  plexus  should  be  textbooked  for  management    insane  person,  J&J  didn't  waffle  despite  the  effects  on  its 


courses  at  every  educational  level. 

From  the  first  fatal  word,  swift  action  was 
taken  and  total  cooperation  and  coordination 
given  to  all  involved  authorities.  CEO  Burke 
was  promptly  available  to  the  media.  In  his 
TV  appearances,  he  minced  no  words. 

Though  the  death  and  subsequent  discov- 
ery of  a  second  bottle  with  cyanide  capsules 


$515  million  Tylenol  revenue. 

Further,  the  company  has  decided  to  cease 
using  capsules  in  all  of  its  over-the-counter 
drugs. 

The  cost  will  be  huge  but  this  company  is 
big  enough  to  handle  it  because  it's  being 
CEOed  by  a  man  big  enough  to  see  far  down 
the  road. 
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WHILE  WE'VE  OFT  URGED  GIVING  CAP  THE  BOOT 


we  have  to  hand  it  to  him  for  the  Right-On  way  he  handed 
three  hot  potatoes  to  a  Congress  loaded  with  critics  of 
astronomical  Weinberger  military  spending.  The  Secretary 
asked  Senator  Barry  Goldwater  (R-Ariz.),  chairman  of  the 
Senate  Armed  Services  Committee,  if  Congress  would 
please  authorize  him  to  close  three  military  bases  no 
longer  needed  or  wanted  by  the  Services. 

It's  one  of  Gramm-Rudman's  most  blatant  ironies  that 
this  budget-balancing  law  requiring  sizable  Pentagon  cuts 
has  a  provision  that  specifically  says  the  Defense  Depart- 
ment cannot  include  in  any  part  of  its  cuts  the  closing  of 
any  bases. 

That  the  three  bases  are  in  the  home  districts  of  three  of 


the  most  outspoken  critics  of  Defense  budgets  may  not  be 
pure  coincidence.  But  the  fact  is,  if  there  were  anybody  in 
Congress  .who  loved  the  Secretary  like  a  brother,  he 
wouldn't  risk  slitting  his  reelection  throat  by  voting  tc 
close  any  base  in  his  bailiwick. 

So  3,688  bases  that  the  Grace  Commission  recommend- 
ed closing  will  stay  sacrosanct,  while  hundreds  of  millions 
of  dollars  continue  going  down  the  drain. 

Do  you  suppose  there's  a  faint  chance  in  this  time  ol 
greatest  pressure  for  budget  slashing  that  all  the  base(ly] 
involved  senators  and  congressmen  might  bite  the  bullet? 

By  not  being  forever  petrified,  the  courageous  ones 
might  end  up  beatified. 


THE  LATEST  FROM  "THE  LET'S  HAVE  BETTER  MOTTOES  ASSOCIATION" 

"If  you  think  the  problem's  bad  now,  just  wait  until  Congress  solves  it." 


_TTj 


THE  MEDIUM  IS  THE  MESSAGE 
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Plane  Folk 


Never  was  that 
point  better — or  more 
literally — made  than 
in  these  two  instances. 
How  could  you  top 
this  Sport  illustration, 
querying,  "What  does 
it  feel  like  to  find  out 
you're  just  another 
high  school  hot- 
shot?"? One  look  and, 
indeed,  "you  get  the 
feeling." 

Also,  doesn't  this  pun  and  Vuitton  array  capture  the  scribers  indulged  their  flights  of  fancy  and  bought 
concept  in  a  great  manner?  "Last  year,  with  average  enough  airline  tickets  to  fill  every  plane  leaving  Wash- 
yearly  incomes  of  $57,000,  Smithsonian's  2,000,000  sub-    ington,  D.C.  for  close  to  a  year." 

THE  "OUT"  CAME  WITH  THE  APPEAL 

"Personalized"  form  letters  are  now  more  numerous  The  other  day  we  were  asked  to  subscribe  for  a  $2,500 

than  the  "Dear  Boxholder"  variety.  You  have  to  be  very  far  table,  and  it  came  with  a  built-in  Out.  It  was  addressed  to 

down  the  office  totem  pole  or  home  addressless  not  to  "Dear  Malbomb." 

receive  invitations  to  be  a  vice  chairperson  for  multiple  Computer  error? 

Good  Causes — at  $100  or  $250  and  upwards  a  plate.  I  hope. 


DON'T  YOU  THINK  IT 

these  days  that  ugly  is  so  immensely 
popular?  The  Cabbage  Patch  phenome- 
non is,  of  course,  the  prime  example. 
Beautiful  in  the  traditional  doll  sense, 
they  sure  are  not.  But  never  in  the 
history  of  dolls  have  any  been  so  loved  so 
long  by  so  many. 
Nowadays,  pretty  has  totally  lost  its 


SAYS  SOMETHING  GOOD  ABOUT  KIDS 

priority  as  a  requisite  for  a  whole  gamut 
of  bestselling  playthings. 

Children  of  toy-picking  age  are  ofttimes 
so  cruel  in  their  starings,  comments  and 
actions  to  mates  who  in  any  way  vary 
from  the  norms  of  their  peers.  But  in  these 
days  of  Cabbage  Patch  dolls  kids  no  longer 
give  merely  pretty  a  priority. 
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MORE  "TORTURE 


One  of  our  real  history-making  battleships  is  kept 
moored  in  almost  mint  condition  on  the  Delaware  River 
not  far  from  Philadelphia's  Independence  Hall.  The 
Olympia  was  Dewey's  flagship,  and  from  it  in  Manila 
Bay  during  the  Spanish-American  War  he  gave  his 
famous  order,  "You  may  fire 
when  you  are  ready,  Gridley." 
The  result  was  the  destruction  of 
Spain's  Pacific  fleet  and  the  be- 
ginning of  our  intimate  ties  with 
the  Philippines,  Puerto  Rico 
Guam  and,  for  a  time,  Cuba. 

Thanks  to  the  nonprofit 
Cruiser  Olympia  Association's 
volunteers  and  hard-to-come- 
by  donations,  this  floating  mu- 
seum brings  that  bit  of  epic  U.S.  history  alive.  Now  it's 
threatened  with  a  torturous  demise. 

A  while  ago,  a  deckhand  on  the  berthed  ship  fell  over- 
board and  drowned.  His  father  sued  the  Association  for 
failure  to  salt  or  sand  the  icy  gangway  and  do  other  things  to 
insure  the  maintenance  crew's  safety.  The  jury  decided  the 
deckhand's  father  should  receive  $237,000  in  damages  plus 
$13,000  interest.  U.S.  marshals  are  awaiting  legal  clearance 

LADIES  WHO  LOOK  GOOD 

usually  are. 


Stephen  shame 


to  padlock  the  ship  and  auction  it  off  to  satisfy  the  judg- 
ment. Meanwhile,  the  Association  has  been  given  90  days 
to  raise  the  money  through  donations. 

In  a  first-rate  Citizen's  Guide  To  Tort  Reform,  doubly 
effective  because  it  is  concise, 
clear  and  fair,  CEO  Bill  McCor- 
mick  of  Fireman's  Fund  Insur- 
ance Cos.  cites  this  example  of 
a  "comparative  negligence" 
tort  case: 

"A  New  York  man  was  seri- 
ously injured  when  he  attempted 
suicide  by  jumping  in  front  of  an 
oncoming  subway  tram.  He  filed 
a  lawsuit  claiming  that  the  train 
engineer  should  have  stopped  the  train  faster.  The  man 
recovered  $650,000  from  the  New  York  Transit  Authority." 

Before  you  find  yourself  uninsurable  on  many  fronts 
because  such  horrendous  award  abuse  makes  insurance 
unaffordably  impossible,  send  to  Mr.  McCormick,  at  777 
San  Marin  Drive,  Novato,  Calif.  94998,  for  a  copy  of  the 
Guide  and  his  recent  speech,  "A  Time  to  Rebalance  the 
Scale  of  Justice." 

MEN  WHO  LOOK  TOO  GOOD 

often  are  not. 


BOOKS 

#  Storms  and  Son — by  Anthony  Ca- 
puti  (Atheneum,  $14.95).  A  Buffalo 
lawyer's  boy  goes  to  career  in  New 
York  and  is  murdered  in  his  Green- 
wich Village  apartment.  The  father 
won't  let  the  case  die  too.  In  getting 
to  the  bottom  of  it,  he  has  a  trip 
through  some  of  the  city's  darker 


"Something  always  kills  you  in  the  end.  What  you  don 't 
understand  is  that  dope  is  the  best  part  of  my  life.  The  best. " 

The  nakedness  of  the  statement  hit  him  like  a  blow.  It 
was  just  that  simple.  Mike  had  said  the  same.  They  were  all 
saying  the  same.  Just  like  that.  The  world  they  had  grown 
up  to,  Hugh's  world,  was  a  flop;  it  was  a  show  that  had 
closed,  though  his  generation  hadn't  noticed. 


depths.  Chilling  stuff. 

Excerpts:  "Can  you  think  of  anyone  who  hated  my  son 
enough  to  kill  him  I" 

Philotis  chewed  with  his  mouth  open  now,  smacking 
and  crunching  more  deliberately.  "There  may  have  been 
other  reasons  than  hate." 

"What  other  reasons!" 

"Money.  Revenge,  fealousy.  A  lot  of  things.  Hate's  al- 
most too  pure.  No  one  kills  for  hate  anymore.  That  went 
out  with  Greek  tragedy.  Politics.  Dope.  Sex.  Those  are  the 
reasons  now.  Violence.  That's  the  big  high."  .  .  . 

"And  what  about  you,  Kate!  You  can't  go  on  like  this. 
What  are  you  going  to  do  about  your  life!" 

Her  eyes  widened  over  a  patronizing  smile.  "You  sound 
likemy  father.  What's  wrong  with  my  life!  I  like  it  as  it  is." 

"You're  ruining  your  health.  You'll  destroy  yourself. 
\  You' re  on  drugs.  They'll  kill  you  in  theend.  Youknowthat." 


The  Best  of  Photojournalism/10 — presented  by  the  Na- 
tional Press  Photographers  Association  &.  the  University 
of  Missouri  School  of  Journalism  (Running  Press, 
$14.95) — reproduces  the  photojournalist  winners  during 
1984.  These  volumes  are  always  absorbing,  but — probably 
fortunately — there  are  not  as  many  as  dramatic  or  horrify- 
ing as  in  some  other  years. 


Right:  A  pair  of 
Kansas  City,  Mo. 
teenagers  spent 
eight  hours  cling- 
ing to  a  street  sign 
after  floodwaters 
swept  them  two 
blocks  down  a 
suburban  street. 
An  armored  per- 
sonnel truck  was 
used  to  rescue 
them. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


Protection's  Bad 

British  researcher  Dr.  John  Adams, 
of  University  College  London,  has 
published  a  book  concluding,  among 
other  things,  that  "protecting  drivers 
from  the  consequences  of  bad  driving 
encourages  bad  driving." 

— Motorcyclist 

"You're  Responsible" 

"For  purposes  of  ethics  and  of  law," 
says  Rudolph  Giuliani  [U.S.  Attorney 
for  the  Southern  District  of  New 
York]  fervently,  "we  elevate  human 
beings  by  holding  them  responsible. 
Ultimately,  you  diminish  human  in- 
dividuality and  importance  when  you 
say,  'Oh,  well,  you're  not  really  re- 
sponsible for  what  you  did.  Your  par- 
ents are  responsible  for  it,  or  your 
neighborhood  is  responsible  for  it,  or 
society  is  responsible  for  it.'  In  fact,  if 
you  harm  another  human  being, 
you're  responsible  for  that." 

— Richard  Stengel, 
Time 

Down  the  Tube? 

As  long  as  I  was  at  Ford  and  all  was 
right  with  the  world,  I  was  a  Republi- 
can. But  when  I  took  over  at  Chrysler 
and  several  hundred  thousand  people 
were  suddenly  threatened  with  losing 
their  jobs,  the  Democrats  were  the 
ones  who  were  pragmatic  enough  to 
do  what  was  necessary.  If  the  Chrysler 


crisis  had  come  up  during  a  Republi- 
can administration,  the  company 
would  have  gone  down  the  tubes  be- 
fore you  could  say  Herbert  Hoover. 

— Lee  Iacocca,  lacocca 

No  Explanation 

Mr.  [Ted]  Turner  could  have  rented 
the  movies  he  needed,  or  made  his 
own  movies  under  contract  [instead 
of  acquiring  MGM/UA).  He  could 
have  shown  more  sports.  To  say  that 
Mr.  Turner  needed  an  entire  studio  to 
show  movies  on  his  superstation  is 
like  saying  that  a  bride  needs  to  buy 
the  Postal  Service  to  send  out  wed- 
ding invitations. 

— Benjamin  J.  Stein, 
New  York  Times 

Liability  Lunacy  I 

Merrell  Dow  felt  forced  to  drop  Ben- 
dectin,  a  remedy  for  morning  sickness 
used  by  33  million  women  from  1956 
until  1983.  The  FDA  approved  its  use 
and  Merrell  Dow  lost  no  cases  in 
court,  but  the  company  removed  the 
product  and  created  a  $120  million 
settlement  fund  rather  than  face  some 
700  cases  claiming  that  the  antinau- 
sea drug  caused  birth  defects. 

One  result  [of  this  type  of  litigation] 
is  such  legal  uncertainty  that  liability 
insurance  is  no  longer  even  available 
in  scores  of  industries,  from  midwife- 
ry to  day-care  centers.  Lloyd's  has 
pulled  out  of  the  litigious  U.S.  mar- 


'Your  best  bet  is  to  plead  guilt}'  to  everything 
and  let  the  legal  system  set  yon  free! " 


ket.  This  judicial  activism  also  dis 
courages  risky  ventures  by  entrepre 
neurs,  creating  a  huge  hidden  cost  to 
the  technological  society. 

The  situation  also  is  bringing  disre 
pute  on  the  legal  system.  The  incen 
tives  in   the  system   have   to  bej 
changed.  Our  favorite  proposals  in 
elude  limiting  contingency  fees  and 
damages,  as  California  has  already 
done,  having  the  loser  pay  both  sides" 
legal  and  court  costs,  charging  user 
fees  for  courts  and  strictly  limiting 
class  actions.  But  what's  needed  is  for 
judges  and  the  bar  to  return  to  the 
ancient  wisdom  of  the  common  law 
on  torts:  There  shall  be  no  liability 
without  fault. 

— Wall  Street  Journal  editorial 


Home  is  a  place  that 
when  you  go  there, 
they  have  to  take  you  in. 

— Robert  Frost 


Success  Pains 

"Making  money  is  a  pain.  You  have 
people  bothering  you  all  day  for  some 
of  it.  It  alienates  friends,  and  suddenly 
people  want  to  see  you  fall. 

"I  thought  once  I  had  everything,  I 
wouldn't  have  to  do  anything.  Now 
I've  got  everything  and  I  don't  know 
what  to  do  first." 
— Stuart  Karl,  of  Karl-Lorimar  Home 
Video,  Advertising  Age 

Social  Welfare 

Few  things  make  doctors  and  law- 
yers froth  at  the  mouth  more  than 
talking  about  laymen  who've  asked 
for  free  professional  advice  during  so- 
cial gatherings. 

But  it  was  with  glee  that  an  attor- 
ney told  me  about  a  woman  who 
came  up  and  interrupted  a  conversa- 
tion he  was  having  with  a  doctor 
friend.  She  asked  the  physician  what 
she  should  do  about  a  sore  knee.  He 
told  her  in  some  detail  about  hot  com- 
presses, cold  compresses,  keeping  the 
knee  elevated,  and  some  pain-killing 
tablets  to  take. 

After  the  woman  left,  the  doctor 
looked  at  the  lawyer  in  exasperation. 
"I  think  I  should  send  her  a  bill,  don't 
you  think?"  he  asked,  and  the  lawyer 
replied,  "Yes,  you  should." 

So  the  next  day  the  doctor  sent  the 
woman  a  bill  and  the  lawyer  sent  the 
doctor  a  bill. 

— "Jab's  Gab," 
Benton  County  Enterprise,  Mo. 
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What  makes  Madden  mad#22: 


"Fumbling  in  the  Pocket. 

What  does  it  take  to  get  a  little  special 
treatment  at  a  hotel?  You  show  them  your 
gold  card,  your  silver  card,  every  precious 
metal  card  in  the  book.  And  still  you  feel 
like  a  third -string  water  boy. 

Don't  get  mad.  Get  yourself  a  free 
Ramada  Business  Card.  Then  check 
into  Ramada  for  preferred  room 
rates,  automatic  upgrades  and 
more.  At  Ramada,  one  little  red 
card  rolls  out  the  red  carpet?5 

NEXT  TIME, 


INNS,  HOTELS  AND  RENAISSANCE  HOTELS  WORLDWIDE 
CALL  A  TRAVEL  AGENT  OR  1-800-2-RAMADA  (1-800-272-6232) 


"We  back  every  transaction 
with  dollars  and  sense " 


"I  know  our  products  are  competitive. 
I'm  in  the  field  every  day.  At  MetLife 
Capital  Credit  Corporation,  the  strength  of 
our  parent,  Metropolitan  Life,  helps  us 
maintain  an  edge  in  the  marketplace.  But 
our  people  are  our  strength,  too.  They're 
current,  knowledgeable  and  always  ready  to 
help.  Every  transaction  is  backed  with  their 
expertise.  That  makes  us  truly  competitive'.' 

MetCredit's  responsiveness  and  financial 
strength  is  supported  by  three  decades  of 
experience  in  providing  creative  financing. 
We  are  your  source  for  sound  financing  now, 
and  in  the  future.  Give  us  a  call;  we're  the 
logical  choice. 


Asset-Based  Financing 
Collateral  Valuations 
Debt  Placements 
Lease  Syndications 
Leveraged  Leasing 
Municipal  Financing 


National  Sales  Force 
Operating  Leases 
Portfolio  Acquisitions 
Remarketing  Services 
Tax  and  Nontax  Transactions 
Vendor  Programs 


The  Logical  Choice  In 
Financial  Services 


METLIFE  CAPITAL  CREDIT 
CORPORATION 

A  METROPOLITAN  LIFE  COMPANY 

Ten  Stamford  Forum,  P.O.  Box  601 
Stamford,  CT  06904  (203)  328-2844 


Bill  Hammond 
District  Manager 


1986,  MetLife  Capital  Credit  Corporation 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


SHOCKING  ADVICE 

What  should  you  do  with  your  IRA  money  now  that 
interest  rates  have  fallen?  There's  one  category  of  stocks 
that  combines  both  yield  and  capital  gains  potential:  elec- 
tric utilities.  These  onetime  investment  dogs  are  now 
showing  signs  of  becoming  thoroughbreds  for  the  first 
time  in  20  years. 

Look  at  the  fundamentals.  During  the  inflationary 
1970s,  the  electrics  were  wracked  by  higher  energy  prices 
and  by  enormous  overruns  in  construction  programs,  most 
(notoriously  with  nuclear  power  plants.  Their  balance 
sheets  were  debased;  real  earnings  were  nonexistent. 

The  situation  is  changing  dramatically.  Inflation  is 
igone.  The  construction  programs  are  winding  down.  Cash 
iflows  are  turning  positive.  Earnings  are  becoming  real 


once  more.  Next  year,  for  the  first  time  in  a  generation,  the 
utility  industry  as  a  whole  will  meet  its  capital  expendi- 
tures from  internally  generated  cash  flows.  These  higher 
cash  flows  mean  fatter  dividends.  Yet  utility  price/earn- 
ings ratios  are  still  well  below  the  rest  of  the  market. 

Utilities  have  had  a  good  jump  in  the  past  year.  And  it  is 
true  that  they  are  facing  more  competition  from  other 
sources  of  power.  But  given  their  current  and  prospective 
fundamentals,  they're  well  worth  considering. 

What  companies  should  you  consider?  There  are  several 
score.  Ask  your  broker  for  a  list  of  ones  where  cash  flows 
are  positive  or  are  about  to  be. 

The  charge  to  your  investment  retirement  account 
should  be  a  positive  one. 


BREAK  UP  THE  PENTAGON 


The  organization  of  our  military  establishment  is  more 
fitting  of  the  Soviet  Union  than  of  the  U.S.  The  Pentagon 
lis  overstaffed,  overcentralized  and  overbureaucratized. 

In  a  short  paper,  "For  Real  Effective  Military  Reform," 
Representative  Jim  Courter,  one  of  Congress'  foremost 
nilitary  experts,  outlines  how  the  defense  bureaucracy 
las  mushroomed  since  the  1960s.  If  this  "centralized 
idministration,  multiple  layers  of  management  and  com- 
mand and  the  diffusion  of  authority  among  numerous 
offices  and  agencies"  isn't  addressed,  he  argues,  efforts  to 
;et  more  bang  for  our  defense  bucks  will  be  futile. 
I  Today,  we  have  more  admirals,  generals  and  colonels 
•han  we  did  in  World  War  II  when  our  armed  forces  were 
nany  times  the  size  they  are  now.  Too  many  bureaucrats 


have  too  little  real  work  to  do.  The  result  is  innumerable 
bottlenecks  that  crush  simplicity  and  lead  to  overelaborate 
weapons  systems  that  often  don't  work.  (They're  not  even 
realistically  tested  before  they're  put  into  production.) 

This  is  also  a  key  reason  so  many  military  operations  in 
recent  years  have  been  failures:  a  lack  of  accountability 
and  the  tendency  of  faraway  bureaucrats,  including  those 
in  uniform,  to  make  judgments  that  should  be  left  to  those 
nearer  the  scene. 

One  basic  need,  Courter  concludes,  is  obvious: 
"Throughout  the  Defense  Department,  staff  personnel 
should  be  sharply  reduced." 

Until  such  effective  measures  are  taken,  we  won't  get 
our  money's  worth  of  defense. 


INTERESTING  BILL 


The  House  of  Representatives  has  passed  a  bill  that 
/ould  sharply  reduce  the  time  banks  are  allowed  to  hold 
hecks  before  making  funds  available  to  depositors.  Under 
his  law,  customers  would  be  able  to  use  funds  from 
hecks  they  deposit  far  more  quickly.  The  legislation  is 
ood  and  the  Senate  should  pass  it. 

Banking  lobbyists  complain  that  banks  need  to  hold 
bese  funds  to  be  sure  that  the  checks  are  good.  The  excuse 
>  feeble.  The  Federal  Reserve  says  that  banks  collect  funds 


from  most  deposited  checks  in  a  day  or  two.  By  not  letting 
depositors  use  their  money  sooner,  banks  collect  interest 
at  the  depositors'  expense. 

Will  this  lead  to  a  rise  in  fraudulent  check  writing?  Not 
likely.  The  bill  allows  banks  to  ignore  these  new  so-called 
hold  limits  if  they  have  reason  to  doubt  that  they  will 
collect  the  funds. 

The  banking  industry  brought  this  new  regulation  upon 
itself  by  not  treating  depositors  more  fairly. 
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Cushman  &Wakefield 

Business  America's 
Real  Estate  Firm. 


Cushman  &  Wakefield  is  the  only  major  national 
real  estate  firm  specializing  exclusively  in  services  for 
American  business. 

Our  more  than  60  offices  are  staffed  with  profes- 
sionals who  can  draw  from  their  in-depth  experience  to 
offer  America's  business  leaders  invaluable  resources. 
From  financial  and  industrial  brokerage 
services  to  development  consulting  to 
property  management. 

Cushman  &  Wakefield  has 


mm 

A  ROCKEFELLER  GROUP  COMPANY 


arranged  the  largest  transactions  in  business  real  estate 
history,  yet  our  smaller  transactions  number  in  the  thousands 

We  combine  Wall  Street  financial  expertise  with 
70  years  of  real  estate  brokerage.  And  our  appraisal  group 
is  America's  largest  real  estate  appraiser. 

It's  no  wonder  our  revenue  has  multiplied  100  times 
in  the  last  two  decades. 

For  all  these  reasons  and  more, 
Cushman  &  Wakefield  is  Business 
America's  real  estate  firm. 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Please  follow 
the  bouncing 
spot 


Disruption  was 
the  intended 
result 


The  market 

fix  will 
surely  come 


THE  LONG  MARCH  TO  OIL  PRICE  STABILITY 

Crude  oil  spot  prices  look  set  to  rise  sharply.  How  much?  Proba- 
bly all  the  way  back  to  where  they  were  last  fall— $26  a  barrel.  As  this 
is  written,  they  are  under  $12  a  barrel. 
Then  they  will  bounce  back  down  again,  and  up  again. 
When,  and  over  how  long,  these  reversals  will  take  place  is  just 
guesswork.  But  the  market  forces  at  work  seem  inevitable.  Sample 
guess:  New  York  oil  trader  Michel  Marks,  chairman  of  the  New  York 
Mercantile  Exchange,  thinks  they  could  wobble  from  $28  to  $10  to  $20 
to  $8  as  the  spot  market  swings  from  surplus  to  shortage. 

Pre-OPEC  spot  prices  were  volatile,  but  the  volume  was  tiny.  Today's 
spot  price  covers  about  half  of  world  crude.  And  a  lot  of  the  rest  is 
priced  relative  to  the  net  cost  of  the  refined  product — which  moves 
with  spot  prices,  but  less  erratically.  (It's  now  $17  to  $18  a  barrel.) 

Sheikh  Yamani  opened  Saudi  oil  taps,  intending  to  shock  oil 
producers  back  to  his  kind  of  discipline.  They  are  now  shocked,  indeed. 
Demand  for  oil  changes  only  slowly  with  even  huge  price  changes,- 
prices  are  set  by  controlling  supply. 

It  didn't  take  much.  At  around  45  million  barrels  per  day  (bbl./day), 
world  output  prices  were  stable.  Just  6%  or  7%  added  to  that,  around  3 
million  bbl./day  (two-thirds  from  Saudi  wells),  led  to  the  steep  decline. 

Disruptive  political  effects  are  already  plain.  Mexico,  Venezuela,  Nige- 
ria and  others  pay  even  less  on  their  debt,  so  banks  can  lend  less  to 
Texas,  which  already  talks  as  though  it's  a  Third  World  economy. 
Britain's  efforts  to  cut  taxes  are  hamstrung  because  of  declining  reve- 
nues to  the  Exchequer  from  the  North  Sea.  The  ripple  will  spread. 

Remember,  it's  mostly  governments  that  control  oil  output,  and  it's 
governments  that  most  immediately  hurt  from  volatile  oil  prices.  No 
surprise,  then,  that  some  seem  ready  to  sue  for  peace. 

Thus,  publicly,  Prime  Minister  Thatcher  won't  negotiate,  but  there's 
talk  in  London  of  an  "unexpected"  need  for  output-cutting  mainte- 
nance work — in  midwinter — on  North  Sea  oil  rigs. 

Controlling  North  Sea  output  is  key  to  Saudi  strategy.  But  remember, 
too,  the  Saudis,  threatened  by  Iranian  fundamentalists  and  Libyan 
crazies,  know  there  are  limits  to  how  far  they  can  push  world  markets. 

So  oil  prices  will  be  lower,  but  not  as  low  as  in  today's  market. 

Oilmen  hope  for  over  $20,  and  proposals  for  a  U.S.  oil  import  tax  are 
based  on  $22  a  barrel — close,  in  real  terms,  to  OPEC's  early  1974  price. 
But,  since  most  North  Sea  oil  costs  under  $10  to  lift,  that's  too  high. 

The  only  certainty:  Some  will  make  money  whichever  way  things  go. 
Take  T.  Boone  Pickens:  Last  fall  his  Mesa  Petroleum  sold  a  large  part  of 
its  1986  crude  forward  at  $26  or  so  a  barrel.  But  the  market  may  have 
the  last  laugh.  Contracts  like  this  are  now  reneged  on  routinely  in 
London,  with  those  on  the  hook  saying,  in  effect,  "Sue  me." 
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The  Forbes  Index 


Forbes  Index 
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Love  those  low  rates.  The  Forbes  Index  rose  0.7%  during 
the  latest  reporting  period,  the  largest  month-to-month 
increase  since  last  August,  bringing  it  to  a  new  alltime 
high.  One  big  factor:  Housing  starts,  responding  to  declin- 
ing mortgage  rates,  jumped  3.8%  over  the  previous  month 
and  stand  some  13%  higher  than  they  were  at  the  same 
time  last  year.  Two  other  components  in  the  Index  also 


helped  to  give  it  a  lift.  Industrial  production  increased 
0.3%,  while  personal  income,  after  adjusting  for  inflation, 
went  up  0.9%. 

Inflation  was  0.3%,  or  4.1%  at  an  annual  rate.  But 
declining  energy  costs,  yet  to  have  a  significant  impact  on  I 
retail  prices,  should  serve  to  moderate  any  increases  in 
other  elements  of  the  CPI  over  the  next  few  months. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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Announcing  the  1986  Seville. 


The  new  essence  of  elegance. 


You've  never  seen  a  Seville  like 
this  before.  The  tailored, 
smooth-flowing  design  looks 
invitingly  contemporary,  yet  its 
understated  elegance  remains 
strictly  Seville. 

On  the  road,  the  1986  Seville 
handles  magnificently.  Trim, 
taut,  and  responsive.  Without 
sacrificing  the  luxury  you  expect 
from  the  ultimate  Cadillac. 

Behind  the  real  American 
walnut-trimmed  instrument 
panel  lives  an  electronics  system 
so  advanced  it  was  inconceiv- 
able a  few  short  years  ago.  Tech- 
nology not  just  for  technology's 
sake,  but  technology  designed 
to  contribute  to  your  driving 
comfort. 


An  especially  revealing  way  to 
appreciate  the  1986  Seville  is  to 
study  the  obvious  attention  to 
detail.  The  fit.  The  finish. 
The  smooth  flow  of  one  design 
plane  into  the  next.  The 
precision  of  the  electronic 
instrumentation. 

Destined  to  become  another 
American  classic,  the  1986 
Seville.  The  perfect  combination 
of  luxury  and  technology. 

CADILLAC'S  4-YEAR/50,00Q-MILE 
LIMITED  WARRANTY 

The  quality  of  Seville  is  backed  by  a 
4-year/50, 000-mile  limited  warranty. 

In  some  cases,  a  deductible  applies. 
See  your  dealer  for  details. 


Watch  Cadillac  and  the  Masters®  on  CBS-TV  April  12th  and  13th. 


1986  SEVILLE 

BEST  OF  ALL. . .  IT'S  A  CADILLAC. 


Nobody  Wants  To  Work  In  An  Open  0 


stemThat  Reminds  Them  Of  Their  First  On 


Feeling  small  and  inconsequential  never 
made  anyone  live  up  to  their  potential. 

So  if  your  company  doesn't  want  a 
half-hearted  job  from  someone  being 
paid  a  full  salary  take  a  look  at  our  new 
Morrison  system. 

Unlike  so  many  others,  it  doesn't  feel 
like  it's  been  designed  by  the  Board  of 
Education.  It  recognizes  the  differences 
among  people,  their  departments,  their 
tasks  and  their  position.  And  it  address- 
es them  by  offering  the  widest  range  of 
worksurfaces,  fabrics  and  finishes. 

It  even  hides  ugly,  institutional  hard- 
ware, provides  clean  panel  connections 
and  has  the  ability  to  integrate  with  your 
existing  office  furniture. 

You  see,  we  didn't  design  our  system 
to  make  people  conform.  We  designed 
it  to  conform  to  people. 

For  more  information  call  (800)  633- 
0034,  extension  50. 


<e  Morrison  Open  Office  System. 


By  Knoll 


$70. 


Forbes 


Mutual  funds  are  sensible  in  theory)  and  often  effective  in 
practice.  But  too  much  success— just  look  at  those  startling 
sales  numbers — is  leading  to  wretched  excess  and. . . 


The  game  is  getting 
out  of  hand 


By  Allan  Sloan 
and  Laura  R.  Walbert 


"Tt)e  mutual  fund  industry  today  is  being 
driven  by  people  who  have  no  sense  of 
histor)'.  "—Michael  Lipper,  president, 
Lipper  Analytical  Services 
"Unless  trees  grow  to  the  sky,  we  are 
going  to  end  up  with  investors  who  are 
furious. " — John  Bogle,  chairman,  Van- 
guard Group  of  mutual  funds 

W.  HEN  THE  STOCK  MARKET  and  the 
bond    market    are  incredibly 
strong,  when  investors  are  gobbling 


up  mutual  fund  shares  at  the  astound- 
ing rate  of  nearly  half  a  billion  dollars 
per  business  day,  it  seems  almost  un- 
American  to  ask  two  simple  ques- 
tions: What  the  hell  is  going  on?  And 
can  it  possibly  last? 

We  aren't  asking  these  things  to  be 
reflex  contrarians,  looking  for  clouds 
because  others  discern  only  silver  lin- 
ings. We  ask  because  there  are  in- 
creasingly clear  signs  that  the  mutual 
fund  business  is  once  again  entering  a 
period  of  wretched  excess — signs  that 
fund  veterans  like  Mike  Lipper  and 


John  Bogle  see  clearly,  and  are 
candid  enough  to  acknowl- 
edge, but  that  the  great  major- 
ity of  investors  discern  only 
dimly,  if  at  all. 
These  signs  include: 

•  the  mad  stampede  by 
investors  into  bond  mutu- 
al funds; 

•  the  misleading 
advertising  and  pro- 
motion practices  of 
some  funds; 

•  the  imposition 


Net  sales  (Sbillions) 
$16 


Q  Equity  funds 


Bond  and  income  funds 


Do  trees  grow  to  the  sky? 

It's  bond  funds,  not  the  Dow,  that  have  investors  fired  up 
these  days.  Net  sales  (sales  minus  redemptions)  of  bond  and 
income  funds  reached  an  astounding  $70.8  billion  last  year, 
nearly  four  times  the  previous  record.  Meanwhile,  equity  fund 
net  sales  hit  a  comparatively  modest  $9.7  billion. 
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Source:  Investment  Company  Institute. 


of  hidden  fees,  so-called  12b- Is,  on 
investors  in  570  funds; 

•  the  proliferation  of  bond  and  equi- 
ty funds,  from  460  five  years  ago  to 
1,070  how; 

•  the  absurd  increases  in  share 
prices  of  publicly  traded  mutual  fund 
management  companies; 

•  the  rush  by  some  fund  managers 
to  unload  shares  in  their  companies 
on  the  public. 

Readers  old  enough  to  recall  that 
the  Miracle  Mets  won  the  World  Se- 
ries in  1969  ought  to  have  the  feeling 
that  all  this  bustle  in  the  fund  busi- 
ness is  familiar  stuff.  If  nothing  else, 
they  should  remember  how  the  now 
legendary  Jerry  Tsai  (see  box  below) 
brought  out  the  Manhattan  Fund  just 
as  investor  appetite  for  "growth 
stocks"  was  peaking,  then  sold  his 
fund  management  company  for  $27 
million  shortly  before  growth  stocks 
crashed.  Tsai  made  out  nicely,  but 
hardly  anyone  who  bought  anything 
from  him  at  the  time  did.  Tsai  is  now 
vice  chairman  of  American  Can  Co., 
which  plans  to  sell  15%  of  its  fund 
management  company  to  the  public 
for  more  than  $70  million,  if  Tsai 
thinks  this  is  the  time  to  sell,  do  you 


think  this  is  the  time  to  buy? 

The  theory  of  mutual  fund  invest- 
ment remains  sound — hundreds  of 
small  investors  pool  their  money  and 
a  professional  manages  it.  Indeed,  as 
full-service  brokerage  houses  increase 
commissions  in  their  struggle  to  stay 
profitable,  more  investors  will  be 
priced  out  of  buying  stocks  and  bonds 
and  thus  will  be  driven  to  mutual 
funds.  But  even  the  fund  business  is 
not  immune  to  financial  manias  that 
recur  every  generation  or  so. 

Consider  1968-69,  when  "growth 
stock"  fever  became  pandemic.  Inves- 
tors poured  the  then  huge  sum  of  $5.6 
billion  into  equity  funds,  amid  eu- 
phoric predictions  that  the  fund  in- 
dustry would  thrive  forever.  The 
bloodbath  that  ensued  when  growth 
stocks  collapsed  caused  such  revul- 
sion that  equity  funds  stayed  in  the 
doghouse  until  1982,  when  the  bull 
market  in  stocks  started. 

This  time  it's  bonds  that  are  run- 
ning wild.  Investors  bought  an  amaz- 
ing $71  billion  (net  of  redemptions)  of 
bond  fund  shares  last  year,  and  sales 
this  year  are  running  well  ahead  of 
last  year. 

Fund  boosters  argue — what  else? — 


Jerry-built 


that  this  time  is  different,  that  the 
Sixties  boom  was  unsustainable,  but 
that  investing  in  U.S.  government 
bond  funds  is  rock  solid.  Baloney.  The 
"safe  high  yields"  of  1986  are  every 
bit  as  evanescent  as  the  "one-deci- 
sion" growth  stocks  of  1968,  and  they 
will  come  to  the  same  bad  end.  Unless 
the  fund  industry  puts  a  stop  to  such 
hype,  the  fallout  from  the  inevitable 
disillusion  will  damage  mutual  funds' 
reputations  as  the  growth  stock  col- 
lapse did. 

Bond  funds  are  drawing  buckets  of 
money  because  investors  grown  ac- 
customed to  double-digit  yields  are 
feeling  deprived  as  yields  on  short- 
term  investment  drop  into  the  7% 
area.  This  makes  bond  funds  an  easy 
sell.  Who  can  turn  down  a  "safe"  10% 
when  the  local  bank  is  offering  a 
crummy  7.5%  on  a  CD?  Many  of  the 
bond  fund  prospectuses  now  in  circu- 
lation feature  a  reassuring  symbol — a 
U.S.  flag,  the  Capitol  dome.  High 
yield  without  high  risk. 

But  unless  the  laws  of  economics 
have  been  repealed,  can  there  be  high 
yield  without  high  risk?  To  be  sure, 
investors  in  U.S.  government  bond 
funds  run  no  risk  of  default:  Uncle 


Gerald  Tsai  has  a  gift  for  an- 
ticipating financial  ma- 
nias. Tsai,  vice  chairman  of 
American  Can  Co.,  had  the 
company  buy  American  Gen- 
eral Corp.'s  mutual  fund  man- 
agement company  for  $38  mil- 
lion in  September  1983,  before 
the  fund  business  boomed. 
Good  timing.  American  Can 
has  taken  out  $55  million  in 
dividends  so  far,  plans  to  sell 
15%  of  the  management  com- 
pany to  the  public  for  more 
than  $70  million  and  will  still 
own  American  Capital  Man- 
agement &  Research  stock 
with  a  market  value  of  more 
than  $400  million.  Half  a  bil- 
lion dollars'  profit  by  shuffling 
paper.  A  lot  easier  than  mak- 
ing cans. 

The  fund  company's  profit  rose  from  $1 1  million  (45 
cents  a  share)  in  1984  to  $26.6  million  ($1.10)  last  year 
largely  because  of  commissions  and  fees  from  its  Amer- 
ican Capital  Government  Securities  fund,  which  grew 
from  $770  million  in  assets  at  year-end  1984  to  $4.76 
billion  at  year-end  1985.  Given  the  tenuous  nature  of 
the  bond  fund  boom  (see  story)— and.  the  particularly 
tenuous  nature  of  American's  fund,  which  largely  sacri- 
fices the  possibility  of  capital  gains  by  selling  options 
that  add  a  mite  to  current  income — can  fund  company 


American  Can's  Jerry 
Nice  timing,  and.  a 


profits  double  every  year? 

At  a  proposed  $20  to  $23  a 
share  and  a  P/E  of  18  to  20,  this 
offering  is  no  more  exotically 
priced  than  the  offering  made 
by  John  Templeton,  who  un- 
loaded 25%  of  his  Templeton 
International  on  the  public  for 
20  times  earnings.  Templeton 
sold  his  shares  on  the  London 
Stock  Exchange,  where  there 
are  no  Securities  &  Exchange 
Commission  regulations. 
Would  Templeton  buy  a  stock 
as  richly  priced  as  Templeton 
International  for  his  funds?  He 
begs  off,  saying  securities  rules 
won't  let  him  answer  us. 

Dreyfus  Corp.  has  chosen 
the  present  moment  to  raise 
$200  million  by  selling  new 
stock  at  the  current  22  times  earnings.  And  T.  Rowe 
Price  Associates,  another  prominent  manager,  plans  to 
go  public  at  between  18  and  21  times  earnings.  Most  of 
the  money  will  go  to  former  employees  who  sold  their 
stock  to  the  company  in  previous  years;  the  rest  to 
insiders  who  are  selling  now. 

The  conventional  wisdom  has  been  that  mutual  fund 
companies'  stock  is  a  better  investment  than  mutual 
fund  shares  are.  But  at  these  prices — and  with  this 
much  insider  selling — you  have  to  wonder  whether 
that's  still  true.— A. S.  and  L.R.W. 


Tsai 

half-billion  profit. 
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The  big  guns 

Each  of  the  13  bond  funds  in  the  table  grew  by  more  yields  these  funds  claim.  But  notice  what  liberties  the 
than  $1  billion  last  year.  Together,  they  accounted  for  funds  take  with  yield  calculations.  Many  boost  yield  by 
half  the  $71  billion  in  net  sales  achieved  by  the  500  adding  short-term  capital  gains,  often  earned  by  writing 
bond  and  income  funds.  Investors  love  the  high  current   options,  to  interest  income.  Some  quote  yield  based  on 

share  

Offering" 

price 
12/31/84 

Fund 

12/31/84 
(millions) 

12/31/85 
(millions) 

 1985  distributions  per 

income 
dividends        capital  gains 

total 

Van  Kampen  Merritt  US  Govt  Fund 

$100 

$1,810 

$1.71 

$0.24 

$1.95 

$15.82 

PaineWebber  Fixed  Income-GNMA 

101 

1,840 

1.26 

— 

1.26 

10.21 

Franklin  Custodian-US  Govt 

2,627 

8,908 

0.90 

— 

0.90 

7.40 

Colonial  Govt  Securities  Plus  Trust 

724 

2,005 

1.12 

0.41 

1.53 

12.64 

Merrill  Lynch  Federal  Securities  Trust 

1,639 

4,821 

1.05 

0.35 

1.40 

10.28 

Hutton  Investment-Govt  Securities 

777 

3,050 

0.97 

0.24 

1.21 

10.01 

Criterion  Bond-US  Govt  High  Yield 

0 

1,126 

0.94 

0.47 

1.41 

10.72 

American  Capital  Govt  Securities 

770 

4,757 

1.20 

0.53 

1.73 

12  76 

Shearson  Managed  Governments 

412 

1,470 

1.46 

0.04 

1.50 

13.40 

Dean  Witter  US  Govt  Sees  Trust 

957 

7,448 

1.24 

0.07 

1.31 

10.47 

Investment  Portfolio-Govt  Plus  (Kemper) 

19 

1,840 

0.83 

0.08 

0.91 

8.52 

Prudent ial-Bache  Government  Plus1 

3,918 

0.60 

0.15 

0.75 

10.00 

Putnam  High  Income  Govt  Trust2 

1,499 

0.90 

0.20 

1.10 

12.39 

Shearson  Lehman  Long  Government  Index 

Lipper  average  of  all  fixed  income  funds 

'Assumes  $5,000  investment    tDoes  not  include  sales  charge.    'Fund  first  offered  3/21/85,  capital  gains  for  6  months  only. 

-'Fund  hrst  offered  3/1/85. 

Sam  can  print  dollars  to  redeem  his 
own  paper.  But  buying  long-term 
bonds  subjects  the  holder  to  market 
risk — the  risk  that  rising  interest 
rates  will  drive  down  the  market  val- 
ue of  bonds  and  thus  the  value  of  bond 
fund  shares.  If  interest  rates  on  long- 
term  Treasurys  rise  to  9.5%  from  the 
8.5%  level  of  early  March,  long  Trea- 
surys will  lose  about  7%  of  market 
value.  If  interest  rates  rise  to  10%,  the 
loss  will  be  about  10%. 

Do  the  investors  now  stampeding 
into  bond  funds  understand  market 
risk?  As  best  we  can  tell,  hundreds  of 
thousands  of  them  don't.  They  think 
they  are  buying  shares  of  high-yield- 
ing money  market  funds  with  virtual- 
ly no  risk  of  losing  principal.  One 
day — no,  we  don't  know  when — they 
will  get  a  nasty  surprise. 

"People  think  the  U.S.  government 
is  standing  by  to  bail  them  out,"  says 
Kurt  Brouwer  of  Managed  Assets 
Plan,  a  Birr,  Wilson  &.  Co.  subsidiary 
that  analyzes  mutual  funds  for  cli- 
ents. "What  they  don't  understand  is 
that  Uncle  Sam  stands  behind  the  se- 
curities in  the  funds,  not  behind  the 


fund  shares.  If  rates  rise  and  the  net 
asset  values  of  the  fund  shares  fall, 
Uncle  Sam  isn't  going  to  do  a  thing  to 
help  them." 

The  table  above  provides  an  idea  of 
how  popular  some  government  bond 
funds  have  become.  The  13  funds  in 
the  table  are  the  fastest  growing,  in 
terms  of  dollars,  of  the  taxable  fixed 
income  funds  open  to  the  public.  The 
13  had  $44.5  billion  in  assets  at  year- 
end,  compared  with  $8.1  billion  at 
year-end  1984.  Among  them,  then, 
these  funds  accounted  for  about  half 
the  $71  billion  of  new  money  bond 
and  income  funds  drew  last  year. 

All  13  fastest-growing  funds  charge 
a  sales  load,  a  commission,  ranging 
from  4%  to  6.75%,  even  though  in- 
vestors can  buy  plenty  of  no-load 
funds  whose  performance  is  as  good  as 
these  funds',  or  better.  This  won't  sur- 
prise cynics,  who  know  that  invest- 
ments are  sold,  not  bought.  But  it 
should  make  an  investor  think  before 
he  parts  with  his  money.  Load  funds 
pay  commissions  to  the  broker  or  fi- 
nancial planner  who  sells  them.  No- 
load  funds,  generally  bought  directly 


from  fund  management  companies, 
carry  no  commissions. 

In  addition  to  the  hefty  one-time 
loads,  fund  managers  charge  investors 
annual  fees  and  expenses  that  typical- 
ly run  about  1%  of  investors'  money 
and  can  be  as  high  as  2%. 

The  largest  of  these  funds,  Franklin 
Custodian-U.S.  Government,  charges 
its  shareholders  up  to  4%  to  reinvest 
dividends  in  new  shares.  Few  other 
load  funds  do  that.  With  more  than 
$10  billion  in  its  care,  Franklin's  rein- 
vestment fee  transfers  at  least  $13 
million  a  year  from  investors'  pockets 
to  Franklin's,  by  our  estimates.  Some 
other  funds  nip  you  for  12b- 1  fees — 
the  name  derives  from  the  SEC  regu- 
lation that  permitted  them — which 
amounts  to  the  same  thing  under  a 
different  name.  Loads,  management 
fees,  expenses,  12b- Is  to  cover  "distri- 
bution costs" — have  investors  fac- 
tored those  into  their  calculations?* 

With  long-term  government  securi- 
ties yielding  8.5%,  and  even  GNMAs 
yielding  11%  or  less,  taking  1%  to 
1.5%  a  year  for  expenses  and  fees  cuts 
returns  significantly.  "There's  a  point 


payouts  made  in  the  past  12-month  period,  when  inter-  securities  are  actually  earning.  What's  more,  only  3 

est  rates  were  much  higher  than  now.  And  the  yields  funds  beat  the  19.8%  average  total  return  for  fixed 

quoted  by  some  funds  are  based  on  their  fixed  regular  income  funds  last  year.  And  the  returns  don't  take  into 

payouts  to  investors,  not  on  what  the  funds'  underlying  account  the  hefty  loads  each  fund  charges. 


Net  asset       Maximum     Total  returnt  Funds' 
value  sales  12/31/84  to  claimed 

12/31/84  charge  12/31/85      current  yield 


Funds'  yield  calculation 


Fund 


$15.07 


4.75% 


22.4% 


10.5% 


7-day  avg  dividend  +  gain,  annualized 
7-day  avg  offering  price 


Van  Kampen  Merritt  US  Govt  Fund 


9.74 


4.25 


20.3 


11.5 


trailing  12  mos  dividend 
current  offering  price 


PaineWebber  Fixed  Income-GNMA 


7.10 


4.00 


20.0 


11.4 


trailing  12  mos  dividend 
current  offering  price 


Franklin  Custodian-US  Govt 


11.79 


6.75 


19.7 


11.3 


trailing  12  mos  dividend  +  gain 
offering  price  at  end  of  period 


Colonial  Govt  Securities  Plus  Trust 


9.64 


6.25 


19.5 


11.4 


latest  quarter  dividend  +  gain,  annualized 
avg  offering  price  in  the  period 


Merrill  Lynch  Federal  Securities  Trust 


10.01 


5.00b 


18.7 


10.7 


anticipated  annual  dividend  +  gain 
current  offering  price 


Hutton  Investment-Govt  Securities 


10.00 


6.75 


18.1 


11.8 


current  monthly  dividend  +  gain,  annualized 
current  offering  price 


Criterion  Bond-US  Govt  High  Yield 


11.90 


6.75 


17.3 


12.1 


latest  quarter  dividend  +  gain,  annualized 
max  offering  price  in  the  period 


American  Capital  Govt  Securities 


12.77 


5.00 


17. 


10.1 


7-day  dividend  +  gain,  annualized 
current  offering  price 


Shearson  Managed  Governments 


10.47 


5.00b 


14.0 


11.1 


30-day  dividend,  annualized 
30-day  avg  offering  price 


Dean  Witter  US  Govt  Sees  Trust 


8.52 


6.00b 


10.6 


10.7 


latest  quarter  dividend  +  gain,  annualized    Investment  Portfolio-Govt  Plus  (Kemper) 
current  offering  price 


10.00 


5.00b 


NA 


10.6 


latest  quarter  dividend  +  gain,  annualized    Prudential-Bache  Government  Plus1 

current  offering  price 


11.57 


6.75 


NA 


12.8 


latest  quarter  dividend  +  gain,  annualized    Putnam  High  Income  Govt  Trust 
current  offering  price 


31.5 

Shearson  Lehman  Long  Government  Index 

19.8 

Lipper  average  of  fixed  income  funds 

b:  back-end  loads.    NA:  Not  applicable. 

Sources:  Upper  Analytical  Servt 

:es,  Shearson  Lehman  Brothers,  fund  documents,  interviews  with  funds 

at  which  the  bond  fund  thing  becomes 
an  outrage,  and  we're  getting  really 
near  that  point,"  says  John  Bogle  of 
Vanguard,  whose  firm  sells  no-load 
funds.  "The  typical  fund  is  charging 
the  investor  about  1.5%  [excluding 
loads]  a  year,"  he  says.  "Why  would 
anyone  in  his  right  mind  pay  1.5%  a 
year  to  buy  something  yielding  8.5%? 
Anyone  who  does  that  doesn't  have 
the  facts." 

Investors  keep  pouring  billions  into 
these  funds  because  they  think  re- 
turns are  higher  than  they  really  are. 
When  we  telephoned  the  funds  to  ask 
about  current  yield,  we  got  figures 
ranging  from  10.1%  to  12.8%.  If  a 
fund  owns  Treasurys  yielding  8.5%  or 
GNMAs  yielding  11%  and  then  takes 
out  fees  and  expenses,  how  can  all  the 
funds  yield  more  than  10%?  Easy. 
They  change  the  definition  of  yield. 
To  us — and,  we  suspect,  to  the  aver- 

*Some  funds  that  are  now  being  promoted  by 
brokers  as  being  "no-load"  are  not  quite  that. 
They  are  no-load  going  in  but  have  a  back-end 
load  as  high  as  6%  if  you  redeem  shares  within  a 
year,  and  they  usually  carry  annual  12b-l  fees  of 
as  much  as  1.25%  of  assets.  Caveat  investor. 


age  person — yield  means  the  fund's 
current  interest  income  after  ex- 
penses, divided  by  net  asset  value  per 
share.  For  a  load  fund,  we  would  di- 
vide interest  by  the  offering  price, 
which  includes  the  sales  commission 
investors  pay. 

But  only  one  fund  in  our  table — 
Dean  Witter — sees  things  that  way. 
For  the  other  12,  definitions  vary  all 
over  the  place.  Some  take  interest  for 
a  seven-day  period  and  capital  gains 
for  the  quarter,  and  project  them  for  a 
year.  Colonial  takes  the  last  12 
months  of  interest  (higher  then  than 
now)  and  adds  its  capital  gains  for 
good  measure.  Hutton  uses  anticipat- 
ed dividends  and  gains. 

No  one  knows  if  a  fund  will  have 
capital  gains  in  a  given  year;  calling 
such  one-time  income  "yield"  is  ab- 
surd. Combining  interest  income  and 
capital  gains  and  calling  it  "total  re- 
turn" is  fine.  Calling  it  "yield"  is 
clearly  misleading. 

Complicating  matters  are  the 
GNMA  funds,  some  of  whose  securi- 
ties are,  in  fact,  now  yielding  11%  or 
so.  But  investors  are  paying  more  than 


100%  of  face  value  for  them.  As 
monthly  payments  on  the  Ginnies' 
underlying  mortgages  come  in,  and  as 
mortgage  loans  are  paid  off  early, 
which  happens  in  a  time  of  declining 
rates,  the  holders  are  whacked  with  a 
capital  loss — which,  you  can  be  sure, 
is  rarely  reflected  in  the  quoted  yield. 

The  Investment  Company  Insti- 
tute, the  mutual  funds'  trade  associa- 
tion, is  drawing  up  a  standard  defini- 
tion of  yield  that  it  hopes  bond  funds 
will  adhere  to  someday.  What  of  the 
Securities  &  Exchange  Commission, 
meanwhile,  which  is  supposed  to  pro- 
tect investors  from  deceptive  razzle- 
dazzle?  The  SEC's  Lawrence  Friend 
defines  yield  the  same  way  we  do. 
What's  the  commission  doing,  then? 
Making  a  little  noise,  waiting  for  the 
Investment  Company  Institute. 
Meanwhile,  the  money  pours  in, 
chasing  hyped  "yields." 

Some  fund  managers — their  funds 
often  have  the  word  "plus"  in  them— 
claim  that  they  aren't  selling  plain  old 
bond  funds  and  charging  high  bads 
and  fat  fees.  They  claim  to  be  enhanc- 
ing income  by  selling  options  and  de- 
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creasing  risk  by  hedging.  They  are 
plain  enough  about  it — it's  in  their 
prospectuses. 

Their  favorite  maneuver  is  writ- 
ing— that  is,  selling — covered  calls, 
which  give  the  buyer  the  right  to  buy 
a  security  from  the  fund  at  a  fixed 
price  for  a  fixed  period.  Proceeds  from 
selling  calls  enhance  current  income, 
obviously,  but  only  at  a  price — reduc- 
ing potential  capital  gains,  because 
bonds  that  rise  in  price  get  called 
away.  Among  the  foremost  practitio- 
ners: American  Capital  Government 
Securities,  Jerry  Tsai's  fund.  In  the 
Eighties,  as  in  all  history,  there's  no 
such  thing  as  a  free  lunch. 

"The  most  dangerous  words  in 
money  management,"  quips  Stanley 
Egener,  president  of  Neuberger  &  Ber- 
man  Management,  "are,  'This  time, 
it's  different.'  "  The  funds'  perfor- 
mance shows  that,  "enhancement" 
notwithstanding,  things  aren't  really 
different. 

The  232  taxable  fixed  income  funds 
tracked  by  Lipper  Analytical  Services 
averaged  a  19.8%  total  return  (inter- 
est earned  plus  capital  gains)  last  year, 
while  the  13  biggest  funds,  the  ones  in 
our  table,  averaged  less  than  that.  And 
those  returns  don't  allow  for  the  cost 
of  sales  charges.  Even  more  telling, 
long-term  government  bonds  showed 
a  total  return  of  31.5%  last  year,  ac- 
cording to  the  Shearson  Lehman  Long 
Government  Index.  The  question  in- 
vestors must  ask  is:  If  fund  managers' 
services  are  worth  1%  to  1.5%  a  year, 
plus  big  loads,  shouldn't  their  results 
at  least  match  the  return  that  bonds 
themselves  earned? 

Certainly,  a  19.8%  return  is  noth- 
ing to  sneeze  at.  Even  if  investors 
were  misled,  they  made  out  well.  But 
can  the  fund  managers  do  19.8% 
again?  Sure,  if  interest  rates  on  long- 
term  Treasury  securities  drop  to  6.5% 
from  8.5%  this  year  and  then  to  4% 
next  year. 

Some  funds  have  been  paying  fixed 
periodic  dividends,  much  like  bank 
CDs,  using  both  capital  gains  and  in- 
terest income  to  fund  the  payouts.  But 
declining  rates  have  led  one  fund, 
Franklin  Custodian,  to  say  it  expects 
to  cut  its  payout  to  7.1  cents  a  month 
per  share  from  7.5  cents.  Van  Kampen 
recently  cut  payouts  to  15  cents  a 
month  from  16.25  cents.  Others  will 
doubtless  follow. 

Given  recent  declines  in  interest 
rates,  the  real-world  yield  on  some 
bond  funds  could  soon  fall  into  the 
7%  to  8%  range— 8.5%  to  9%  for  the 
underlying  securities,  less  1%  to 
1.5%  for  costs.  That's  about  the  same 
range  as  money  market  funds,  even 
though  the  securities  that  money 


funds  buy  carry  rates  well  below  bond 
rates.  It's  a  matter  of  competition. 
Virtually  all  money  market  funds  are 
no-load,  and  don't  dare  pile  on  too 
many  fees  because  reported  returns 
would  drop  and  investors,  who  can 
find  money  market  fund  yields  print- 
ed in  their  local  newspapers,  would 
switch  to  another  fund. 

If  money  fund  yields  and  bond  fund 
yields  do  converge,  why  should  in- 
come-oriented investors  leave  their 
cash  in  bond  funds,  where  they  will  be 
running  much  higher  risks  with  their 
capital  while  earning  the  same  return 
money  fund  investors  do? 


If  interest  rates  spike  upward,  thou- 
sands of  investors  who  think  they 
have  high  yield  without  high  risk  will 
painfully  discover  that  their  principal 
is  shrinking — that  what  they  really 
got  was  high  risk  without  high  yield. 
Their  screams  will  fill  the  heavens.  In 
such  an  event,  can  congressmen — and 
tight  regulation — be  far  behind? 

Will  the  sky  fall  tomorrow?  Of 
course  not.  But  unless  the  fund  indus- 
try cleans  up  its  act  or  investors  sud- 
denly get  a  lot  smarter,  the  sky  will 
come  crashing  down  on  everybody 
one  of  these  days.  Remember,  you 
read  it  here  first.  ■ 


Frank  Lorenzo  hunts  from  a  blind  and 
talks  of  leverage,  liquidity  and  profits.  But 
most  of  all,  he  talks  about . . . 

Timing 


By  John  Merwin 

It  was  the  very  Saturday  morn- 
ing, Feb.  22,  when,  according  to 
much  of  the  nation's  press,  Texas 
Air  Chairman  Frank  Lorenzo  was 
madly  negotiating  to  buy  Eastern  Air 
Lines.  In  fact,  Lorenzo  was  sitting  in  a 
Houston  hotel  coffee  shop,  picking  at 
a  breakfast  of  fruit  and  hot  cereal  and 
musing  with  Forbes  about  his  busi- 
ness. Dressed  casually  in  a  blue  blaz- 
er, plaid  shirt  and  tan  rubber-soled 
shoes,  Lorenzo  was  chatting  not  just 
about  Eastern  but,  more  generally, 
about  big-game  hunting  in  the  airline 
industry. 

His  immediate  quarry,  of  course, 
was  Eastern.  If  the  Eastern  deal  is 
completed,  in  less  than  a  decade 
Frank  Lorenzo  will  have  vaulted  from 
chief  executive  of  a  pip-squeak,  pre- 
sumptuously named  airline,  Texas  In- 
ternational Airlines,  to  leader  of  the 
largest  airline  holding  company  in  the 
noncommunist  world,  a  network  in- 
cluding Eastern,  Continental  Airlines 
and  New  York  Air. 

Why  Eastern?  Why  now?  Why  not 
six  months  ago,  or  six  months  from 


now?  Why  not  TWA  or  People  Ex- 
press? In  the  airline  industry  Loren- 
zo's ability  to  raise  airlines  (Texas  In- 
ternational and  Continental)  from  the 
near  dead  is  legendary.  But  so  is  his 
reputation  as  a  union  basher  and 
thrasher  of  labor.  So  why  Eastern,  the 
sickest  on  the  industry's  sicklist  of 
airlines?  After  all,  under  the  weak  and 
indecisive  management  of  Chairman 
Frank  Borman,  Eastern  let  employee 
relations  deteriorate  to  the  breaking 
point,  even  as  labor  costs  hovered 
higher  than  those  of  any  major  carrier. 
Meanwhile,  the  company  rushed 
ahead  with  capital  investments  that 
burdened  the  airline  with  some  $1.5 
billion  in  new  debt. 

"Timing,"  answers  Lorenzo.  It's  all 
timing — like  waiting  in  a  duck  blind 
for  the  ducks  to  drift  over.  In  Eastern's 
case  the  inducement  was  not  the 
routes,  nor  even  the  planes.  Lorenzo 
had  Eastern  in  his  sights  because  of  its 
union  woes.  Now  two  of  the  line's 
three  union  contracts  were  up,  and 
Lorenzo  had  squeezed  the  trigger. 

It  was  the  same  last  fall  for  Frontier 
Airlines,  and  before  then,  TWA.  At 
TWA,  labor  contracts  were  expiring, 


hile  at  Frontier  new  low-cost  con- 
acts  had  just  been  signed.  Seeing 
>portunity,  Lorenzo  made  his  move, 
lough  he  failed  in  both  instances  to 
g  the  entire  airline,  he  did  come 
ck  enriched  by  stock-trading  prof- 
>.  If  Eastern's  unions,  which  control 
i%  of  the  stock,  somehow  turn  up  a 
bite  knight  to  snatch  the  airline 
ck  from  him,  so  much  the  better, 
t  will  just  make  our  shareholders 
:h,"  says  Lorenzo. 
The  man  knows  whereof  he  speaks. 

the  last  decade  Lorenzo  has  made 
ore  money — $80  million — losing 
keover  bids  than  flying  airplanes. 
)nce  we  have  a  25%  position  [which 
;xas  Air  nearly  has]  and  the  cash  to 
i  to  51%  [which  he  has],  we're  in 
etty  good  shape.  This  deal  is  going 

come  together." 

Lorenzo  bridles  at  suggestions  that 


Carl  Icahn  saved  him  from  a  mistake 
last  summer  by  grabbing  TWA,  an 
airline  that  went  on  to  lose  $123  mil- 
lion during  the  fourth  quarter.  As  Lo- 
renzo sees  it,  Icahn's  mistake  was  in 
not  getting  TWA's  labor  costs  under 
better  control. 

"That  deal  would  have  worked  for 
us,"  Lorenzo  maintains.  "The  only 
reason  TWA  was  attractive  to  us  was 
that  the  union  contracts  were  up. 
Those  costs  have  to  be  brought  down 
in  a  competitive  marketplace.  We 
wanted  to  do  it  by  changing  the  myri- 
ad work  rules  that  impede  manage- 
ment's ability  to  manage.  Control 
your  people.  Discipline  your  people.  It 
needed  a  thorough  renegotiation." 
Translation:  Good  luck,  Carl,  with 
those  TWA  labor  agreements  you 
signed.  "We  have  absolutely  no  inter- 
est in  TWA  today,"  Lorenzo  adds. 


For  the  time  being,  Lorenzo  will 
have  his  hands  full  with  Eastern.  The 
airline  has  an  appalling  capital  struc- 
ture—87%  debt— and  hasn't  earned  a 
profit  since  1979,  the  year  deregula- 
tion really  got  going.  Why  buy  an  air- 
line in  that  kind  of  shape? 

Answers  Lorenzo,  "At  Texas  Air  we 
have  a  substantial  debt-to-equity  ra- 
tio. But  leverage  is  okay  as  long  as  you 
maintain  significant  liquidity  and 
profitability."  His  point:  Sure,  Eastern 
is  highly  leveraged.  But  it  also  has 
liquidity— well  over  $400  million  in 
the  bank — the  cushion  Lorenzo  will 
rely  on  as  he  moves  to  settle  in  and 
quickly  implement  the  changes  he 
has  in  mind. 

Top  priority  will  go  to  reining  in 
labor  costs,  the  area  in  which  Eastern 
has  its  biggest  problems.  Eastern's 
nonsalary  costs  were  running  about 
5.4  cents  per  seat  mile  last  year,  not 
much  above  Continental's  4.8  cents. 
But  Eastern's  wage  costs,  at  3.16 
cents,  were  nearly  3  times  Continen- 
tal's 1.28  cents. 

The  mere  shadow  of  Lorenzo  is 
seemingly  striking  fear  into  the  hearts 
of  Eastern's  unions.  Negotiating  in 
the  face  of  a  Lorenzo  takeover,  the 
airline's  pilot  and  flight  attendant 
unions  have  already  signed  deals  for 
20%  pay  cuts,  plus  provisions  for 
more  productivity  and  fewer  work- 
rule  restrictions.  That  leaves  only  the 
International  Association  of  Machin- 
ists, which  has  two  years  to  go  on  its 
Eastern  contract,  what  lies  ahead  for 
it?  One  hint  may  be  in  the  fate  of  the 
IAM  at  Continental,  which  Lorenzo 
eliminated  from  the  airline  in  1983. 

If  Lorenzo  is  right,  and  lowered  la- 
bor costs  can  return  the  airline  to 
profitability,  the  deal  should  give  him 
an  amazing  return  on  his  investment. 
Since  Eastern  was  for  sale  so  cheap  to 
begin  with,  an  investment  of  $600 
million  in  cash  and  debentures  will 
return  $4.8  billion  in  revenues,  a  star- 
tling l-to-8  multiplier.  With  leverage 
like  that,  if  Lorenzo  can  bring  East- 
ern's expenses  roughly  in  line  with 
Continental's,  a  $200  million  Eastern 
profit  isn't  out  of  the  question. 

Assuming  the  deal  goes  through, 
the  entire  airline  industry  will  have  to 
adjust.  One  airline  on  the  spot  will  be 
Delta  Air  Lines,  which  shares  a  giant 
Atlanta  hub  with  Eastern.  While  Tex- 
as Air's  stock  quickly  rose  1 1  Vi,  to 
28'/2,  indicating  investors'  confidence 
that  Lorenzo  will  make  out  somehow 
on  the  deal,  Delta's  slid  4>/2,  to  41 1 
Delta  is  now  the  highest-cost  of  any 
major  carrier  in  the  eastern  U.S.  mar- 
ket, and  it,  too,  will  need  labor  con- 
cessions if  it  hopes  to  compete. 

What  about  People  Express,  the  rap- 


•RBES,  MARCH  24,  1986 


35 


To  the  vanquished,  the  spoils 


Iast  summer  Carl  Icahn  beat  Frank  Lorenzo  in  a  bid  to 
I  control  TWA,  but  Icahn 's  victory  has  become  a 
nightmare.  Fare  wars  have  battered  TVVA's  already  ail- 
ing domestic  markets,  causing  a  $193.1  million  loss  in 
1985.  Labor  negotiations  with  the  flight  attendants' 
union  have  soured,  and  strike  talk  was  in  the  air  before 
Icahn  recruited  1,500  new,  nonunion  flight  attendants 
to  cross  picket  lines  in  the  event  of  a  walkout. 

But  most  ominous,  TWA's  transatlantic  business,  its 
one  bright  spot,  is  in  trouble.  Terrorism  and  the  falling 
dollar  have  caused  European  bookings  to  drop  10%  to 
12%  industry-wide  for  the  peak  summer  travel  period 
this  year.  "We  can  no  longer  rely  on  profitability  in  our 
transatlantic  business,"  Icahn  concedes.  Last  year 
TWA's  international  business  lost  $18.7  million,  as 
opposed  to  a  $156.6  million  profit  the  year  before. 

That's  why  Icahn  and  top  airline  planner  Morton 
Ehrlich  (once  Frank  Borman's  right-hand  man  at  East- 


ern) are  scrambling  to  shore  up  its  domestic  system,  a 
perennial  moneyloser.  And  that's  why  he  spent  $250 
million  to  buy  Ozark  Airlines,  which  should  give  TWA 
more  feeder  traffic  in  the  Midwest  and  a  formidable 
70%  market  share  at  its  St.  Louis  hub. 

Icahn,  who  initially  wanted  to  cash  out  of  TWA  with 
a  quick  profit  (Forbes,  Dec.  30, 1985),  still  won't  rule  out 
selling  the  carrier  piecemeal.  Rubbing  his  eyes  wearily 
in  the  glare  of  lights  at  a  news  conference  last  month, 
he  said:  "It's  been  a  real  character  builder."  He  predicts 
that,  if  worse  comes  to  worst,  the  carrier  could  lose  as 
much  as  $200  million  in  this  year's  first  quarter  alone. 
Icahn's  TWA  stock,  which  he  bought  for  $324  million, 
was  worth  $259  million  at  a  recent  price  of  $16. 

Lorenzo's  losing  bid  for  TWA  netted  Texas  Air  $26 
million,  money  that  helped  him  hook  an  even  bigger 
catch — Eastern  Air  Lines.  Icahn  won  the  right  to  build 
character. — Howard  Gold 


idly  growing,  no-frills  airline 
launched  in  1981  by  a  handful  of  for- 
mer Lorenzo  associates?  People,  an 
airline  recognized  for  its  unique  man- 
agement style,  but  also  known  for  its 


lack  of  profits,  is  in  for  a  bumpy  ride, 
Lorenzo  asserts. 

"I  personally  have  grave  reserva- 
tions about  a  sheer  pack-'em-in,  low- 
fare  environment,"  says  Lorenzo.  "I 


Texas  Air,  everywhere 


Ten  years  ago  Frank  Lorenzo  merely  captained  little  Texas  International 
Airlines.  Then  in  1980  he  founded  New  York  Air,  and  bought  Continen- 
tal in  1982.  Now  if  Texas  Air  acquires  Eastern,  Lorenzo  will  marshal  the 
largest  commercial  airline  fleet  in  the  noncommunist  world. 


don't  think  history  has  been  kind  to 
businesses  that  compete  solely  on 
price.  Look  what  happened  to  Laker. 
You  can  come  in  and  carve  out  a 
niche,  but  competitors  say,  'Now 
wait  a  minute.  Am  I  going  to  give  this 
market  away?'  " 

Lorenzo  cites  Denver  as  the  imme- 
diate battleground,  where  Continen- 
tal, United  and  People  (which  now 
owns  Frontier)  are  locked  in  a  fero- 
cious turf  fight.  The  history  of  com- 
mercial aviation  argues  strongly  that 
no  more  than  two  competing  carriers 
can  survive  in  a  single  hub.  Lorenzo 
reckons  United  is  too  strong  to  crum- 
ble in  Denver,  and  he  maintains  that 
full-service  Continental,  which  was 
founded  in  Denver,  absolutely  will 
not  retreat.  In  Lorenzo's  view,  that 
leaves  People  the  loser. 

What  of  forecasts  projecting  too 
many  airline  seats  to  be  added  this 
year,  the  year  of  Lorenzo's  big  move? 
Replies  Lorenzo,  a  man  who  concedes 
he  learned  about  air-travel  elasticity 
after  being  thrashed  in  Texas  by 
spunky  Southwest  Airlines,  "There 
are  too  many  high-cost,  high-priced 
seats  out  there  and  not  enough  of  our 
type  fares.  We  changed  travel  patterns 
in  Houston  and  in  Denver.  When  you 
change  travel  patterns,  you  stimulate 
traffic  significantly.  If  fares  were  low 
nationwide,  those  seats  would  be 
filled  all  the  time." 

Such  is  the  strategy  behind  Loren- 
zo's bold  gamble  to  take  on  an  airline 
buckling  under  $2  billion  in  debt  and 
top-heavy  labor  costs:  full  service  and 
low  fares,  leverage  and  liquidity.  After 
that  come  the  profits.  So  far,  so  good. 
But  it's  a  long  drop  if  the  formula  fails, 
and  this  time,  more  than  ever  before, 
Lorenzo  had  better  hope  his  knack  for 
timing  doesn't  desert  him.  ■ 


"Few  IRAs  give  you  the 
wide  choice  of  investments 

that  Schwab  does!' 


"Of  the  hundreds  of  IRAs  offered  by  banks,  savings  and  loans, 
mutual  funds,  and  others,  only  a  very  few  offer  you  the  benefits 
and  the  choice  of  investments  built  into  the  Schwab  IRA  plan'.' 

—  Charles  Schwab,  Chairman 
Charles  Schwab  &  Co.,  Inc. 


The  Charles  Schwab  IRA  gives  you: 


\f  Wide  selection  of  investments— Choose  from  stocks,  zero-coupon  bonds,  corporate 
bonds,  government  securities,  covered  options,  money  market  funds,  and  over  200  no-load  and 
low  load  mutual  funds. 

i/*  Flexibility —You  have  complete  control  over  your  IRA.  You  can  move  from  one  investment 
to  another  as  you  think  best— whenever  you  want,  as  often  as  you  want. 

i/*  No  fees— You'll  pay  no  set-up  or  maintenance  fees  which  can  drain  your  earnings. 

)S  Protection  for  securities— Your  IRA  assets  at  Schwab  are  protected  up  to  $2,500,000 
through  the  Securities  Investor  Protection  Corporation  (SIPC)  and  Aetna  Casualty  &  Surety 
Company  (limited  to  $100,000  for  claims  in  cash). 


And  you'll  get  all  the  benefits  of  an 
account  at  Charles  Schwab. .  .like  dis- 
counts on  commissions,  24-hour  service, 
and  comprehensive  account  statements. 

It's  easy  to  open  your  IRA 
at  Schwab. 

Any  of  Schwab's  90  offices  nationwide 
can  open  your  IRA  while  you  wait.  So  visit 
your  local  Schwab  office,  or  call  for  your 
free  IRA  booklet  and  application. 

Call  toll  free  today: 

1-800-338-5078 

In  Utah  call  1-800-662-2500 

24  hours  a  day,  7  days  a  week.  Or  mail  this  coupon. 


□  YES!  Please  send  me  free  IRA 
information!  ^"RA 

□  I'd  also  like  discount  brokerage 
information. 


Name. 


Please  Print  Clearly 


Address. 


City_ 


State/Zip. 


Charles  Schwab 

America's  Largest  Discount  Broker 

Member  New  York  Stock  Exchange,  Inc.  I  SIPC 

San  Francisco:  101  Montgomery  Street,  CA  94104 
Los  Angeles:  1901  Avenue  of  the  Stars.  Suite  175  CA  90067 


Hi  A  BankAmerica  Company 


FORCP 


listory  repeats  itself. 


So  it  carries  up  to  ten  passen- 
gers at  near-jet  speeds  but  with 
far  greater  fuel  economy. 

By  combining  new  tech- 
nologies with  the  fundamentals 
of  aerodynamic  design,  we  have 
created  an  aircraft  truly  ahead 
of  its  time.  Starship  1 ...  further 
evidence  that  at  Raytheon, 
quality  starts  with  fundamentals. 


l»ok  at  Starship  1  and  you 
impse  the  future  taking  flight. 
It  with  a  hint  of  the  past.  For 
t  spirit  of  Kitty  Hawk  lives 
jthis  bold  new  aircraft  from 
>i.ytheon  s  Beech  Aircraft 
;>rporation. 

Note  the  twin  engines 
i  he  rear  that  produce  a 
ij  isper-quiet  interior.  And  the 
I  ward  wings,  for  added  lift 
fa  stability.  Both  features  remi- 
i|  cent  of  the  Wright  brothers' 
X  plane. 

But  there  the  similarities 
I  j.  Because  Starship  is  a  prod- 
i  of  advanced  technologies, 
i  mputers  helped  shape  it  from 
:  nposite  material  that  is  lighter 
J  far  stronger  thanaluminum. 

■  our  new  corporate  brochure,  write:  Raytheon  Company.  141  Spring  Street.  Lexington.  MA  02 173. 


Raytheon 


If  your  slick  uncle  asked  you  for  dough  but 
wouldn't  say  how  he  would  invest  it, 
would  you  chip  in?  If  you  d  go  for  that 
deal,  then  consider  a  blind  pool. 


Ethereal  equities 


By  Richard  L.  Stern 
and  Paul  Bornstein 


T |  he  Denver-based  stock  pro- 
moter with  a  record  of  Securi- 
ties &.  Exchange  Commission 
violations  was  excited.  Not  for  attri- 
bution, he  told  Forbes:  "Blind  pools 
are  booming.  I'm  planning  to  do  five 
or  six  myself." 

Blind  pools  are  stock  offerings  that 
take  your  money  but  don't  tell  you 
how  it  will  be  invested.  "Everyone  is 
doing  them,"  the  promoter  chuckles, 
but  they  are  no  joke.  In  all 
the  usual  quick-buck 
meccas  where  state  law 
makes  it  easy  to  peddle 
stock  to  the  public — Den- 
ver, New  York,  Jersey 
City,  Miami,  Salt  Lake 
City,  Las  Vegas — the 
smooth  talkers  who  spe- 
cialize in  low-priced  equi- 
ties have  discovered  a  new 
mother  lode. 

Look  at  some  numbers. 
In  1983,  16  blind  pool  eq- 
uity offerings  went  public 
interstate.  In  1984  there 
were  22.  Last  year  at  least 
30  came  out.  In  January 
and  February  alone  this  year,  94  blind 
pools  were  filed  with  the  SEC  for  reg- 
istration. And  none  of  this  includes 
the  explosion  in  ethereal  equities  go- 
ing on  in  those  states  known  to  be 
easy  touches.  In  Utah,  for  example, 
where  securities  regulation  was  all 
but  nonexistent  until  the  rules  were 
tightened  in  February,  65  pools  went 
public  in  1985. 

What's  behind  all  this?  A  combina- 
tion of  inadequate  SEC  rules  and  lax 
supervision,  for  one  thing.  Unethical, 
commission-hungry  brokers  at  a  lot  of 
smaller  firms,  for  another. 
Investors  can  be  forgiven,  to  a  point, 


for  getting  sucked  in.  There  is  now  so 
much  merchandise  in  the  market  that 
important  distinctions  can  be  blurred. 
Merrill  Lynch  offers  something  that 
resembles  blind  pools,  but  they  are 
not  equity  pools.  They  are,  rather,  tax- 
advantaged  limited  partnerships 
(which  means  Uncle  Sam  picks  up 
part  of  the  risk)  with  somewhat  vague 
investment  objectives — "research 
and  development,"  for  instance,  or 
"venture  capital."  And  others,  while 
less  than  precise  in  their  objectives, 
have   seasoned  executives  running 


their  shows.  Former  ABC  President 
Elton  Rule,  for  instance,  helps  run  a 
recently  formed  $250  million  limited 
partnership  set  up  to  invest  in  "media 
businesses"  (see  p.  194).  Risky?  Sure. 
But  not  in  the  same  class  with  the 
viciously  risky  low-rent  pools  that 
concern  us  here. 

Stingy  capitalization  is  the  hall- 
mark of  the  scariest  blind  pools.  Many 
of  them  go  public  raising  less  than 
half  a  million  dollars.  (The  largest  in 
1985  brought  in  $2.1  million.)  And 
their  prospectuses  usually  speak  ob- 
scurely of  plans  to  "merge"  with  or 
"acquire"  other  companies.  What  sort 


of  company  can  be  bought  for  less 
than  $500,000? 

Still,  however  vague  or  daunting, 
prospectuses  can  provide  warnings. 
One  recent  example  admitted  that 
"the  company  may  be  unable  to  com- 
plete an  acquisition  or  merger  due  to  a 
lack  of  operating  funds." 

Many  investors,  of  course,  in  their 
haste  to  throw  away  money,  don't 
bother  to  read  the  prospectus.  Even  if 
they  do,  any  crafty  salesman  has  a 
quick  rejoinder.  "Of  course  this  pool 
can't  afford  to  buy  another  company," 
he  will  confide.  "But  there  are  a  lot  of 
little  private  companies  around  that 
want  to  go  public,  and  one  of  them 
will  acquire  your  blind  pool.  That's 
the  payoff."  It's  what  Wall  Street  calls 
a  reverse  acquisition,  he  will  explain 
patiently,  and  he  can  get  you  in  on  the 
ground  floor. 

Reverse  acquisitions  do  happen,  but 
they  are  rare  relative  to  the  number  of 
pools  out  there.  And  when  they  do 
happen,  the  balance  sheet  of  the  new- 
ly public  company  rarely  justifies  the 
quick  price  runup  that  can  occur. 

Take  Alroy  Industries,  a  blind  pool 
that  came  public  in  late  1984.  After  a 
reverse  acquisition  in  April  1985,  it 
became  Carlsbad,  Calif.-based  NTN 
Communications,  said  to  be  market- 
ing an  "interactive"  computerized 
football  game,  but  nevertheless  a 
c,rcg  couch  company  with  no  sales  or 
earnings.  Its  stock  price, 
counting  a  l-for-4  reverse 
split,  went  from  20  cents, 
when  Alroy  came  public, 
to  a  recent  $3.25  in  its 
new  incarnation  as  NTN. 
That's  a  market  value  of 
$54.6  million,  for  now. 
Unless  management  does 
something  significant, 
soon,  does  anyone  think 
the  price  will  stay  aloft 
very  long? 

The  last  time  we 
looked,  the  blind  pool 
stampede  had  pushed  the 
prices  above  their  offering 
quotation  on  one-third  of  the  68  blind 
pools  tracked  by  Forbes'  initial  public 
offering  database.  "Maybe  2  out  of  100 
are  really  successful,"  concedes  Kim 
Johnson  of  Salt  Lake  City-based  West- 
ern Capital  &  Securities,  a  blind  pool 
underwriter.  And,  as  you  might  sus- 
pect, the  real  winners  in  this  game  are 
the  underwriters,  attorneys  and  pro- 
moters behind  the  pools.  They  often 
have  insider  stock  and  warrants  ac- 
quired for  basically  nothing.  They  fre- 
quently get  in  so  cheap  that  even  if 
only  1  in  50  offerings  hits,  it  can  pro- 
duce a  bonanza. 

Still  think  you  might  want  in  on 
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Sorry.  There  is 
no  alternative 
billing  system. 


No.  I  can't 
give  you  a 
definite  day. 


mm  mf, 


No. 
The  dealers 
won't  guarantee  that. 
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'  umm  i mm  i 
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»  HI, 


:••  :     Ye$.  9m 

'  :  Well  find  a  way 
to  do  it. 


mm 


We've  taken  "no"  out  of  our  vocabulary. 
Whatever  it  takes  to  find  a  solution  to  your  office  equipment  problem,  we'll  do  it. 
Yes.  You  should  get  to  know  Monroe.  Because  we  won't  "no"  you. 

The  youngest,  most  aggressive  office  equipment 
company  happens  to  be  74  years  old. 


MONROE  SYSTEMS  FOR  BUSINESS 

COPIERS       CALCULATORS      ACCOUNTING  MACHINES  MICROCOMPUTERS 


l»  MONROE.  MONROE  SYSTEMS  FOR  BUSINESS 

and  the  M-STAR  Logo  are  trademarks  of  Monroe  Systems  for  Business.  Inc. 


one  of  these  deals?  The  deck  is 
stacked  in  other  ways  as  well.  Even 
when  there  is  dramatic  price  move- 
ment on  one  of  the  pools,  the  general 
public,  including  the  early  investor, 
rarely  cashes  in.  One  middleman  in 
some  successful  blind  pool  mergers 
confided  that  once  he  has  found  a 
private  company  to  merge  with  a 
blind  pool,  he  and  close  associates 
quietly  buy  up  the  pool's  outstanding 
shares,  then  announce  the  merger. 

Keep  in  mind,  too,  that  the  brokers 
who  promote  these  pool  issues  struc- 
ture the  market  they  make  so  that 
they  can  do  fine  on  the  spread  alone — 
the  difference  between  what  they  pay 
when  they  buy  the  stock  from  the 
public  and  what  they  make  when  they 
sell  it  to  the  public. 


By  Jeff  Bloch 

Home  Box  Office,  the  Time 
Inc.  subsidiary,  was  primed  to 
sign  up  thousands  of  freeload- 
ing  satellite  dish  owners  after  the  na- 
tion's largest  cable  programmer  began 
scrambling  its  signal  in  January.  So 
imagine  HBO's  surprise  when  it 
found  that  among  the  signal  pirates 
were  some  50  cable  operators.  Appar- 
ently they  had  been  snitching  HBO's 
signals,  selling  them  to  their  own  cus- 
tomers, then  never  passing  a  share  of 
the  revenues  back  to  HBO. 

"There  are  systems  out  there  in  the 
boonies  that  we  never  knew  about," 
says  Robert  Caird,  HBO  vice  presi- 
dent for  direct  broadcast  services. 
HBO  officials  refuse  to  identify  the 
culprits,  saying  only  that  the  systems 
had  an  average  of  about  1,000  sub- 
scribers each,  and  that  many  were  pri- 
vate, unfranchised  operations  serving 
planned  communities  in  and  around 
urban  areas.  But  at  the  average  cost  of 
V  more  than  $  1 0  per  month  that 


Take  Inter- Venture,  a  blind  pool 
that  came  out  at  10  cents  in  January 
1985.  It  recently  was  quoted  with  a 
bid  of  25  cents  and  an  ask  of  62  cents. 
Which  means  that  any  investor  who 
pays  62  cents  would  get  only  25  cents 
if  he  tried  to  sell  it  right  back. -Guess 
where  the  37-cents-a-share  spread 
usually  winds  up? 

Consider,  also,  that  it  is  often  very 
difficult  for  the  public  to  tell  who  is 
actually  managing  the  investment  by 
reading  a  blind  pool  prospectus.  Often 
the  real  promoter  is  hidden  behind 
front  people  he  puts  in  as  officers.  One 
blind  pool  lists  as  its  president  a  20- 
year-old  who  had  worked  as  a  cashier 
at  Woolworth's. 

Why  does  the  SEC  allow  blind  pools 
to  operate?  Many  admittedly  comply 


6 


legitimate  subscribers  pay  for  HBO — 
half  of  which  goes  to  the  program- 
mer— HBO  may  have  lost  more  than 
$3  million  per  year  to  these  pirate 
systems. 

That  would  hardly  bust  the  britch- 
es of  a  programming  service  with  a 
total  of  14.6  million  paying  subscrib- 
ers and  about  $800  million  in  1985 
revenues.  HBO  has  in  the  past  gone 
to  court  against  commercial  satellite 
dish  operators  such  as  hotels  and 
apartment  complexes  that  have 
pulled  similar  signal  snatches  and 
never  told  the  programmer.  But  HBO 
now  says  it  will  let  past  losses  from 
these  newfound  cable  affiliates  slide. 
"It's  the  wart  on  the  end  of  the  rhino. 
We're  talking  lunch  money,"  says 
Caird.  "We'd  lose  by  taking  action. 
We're    negotiating    contracts  with 


with  the  letter  of  the  law  and  hope, 
based  on  experience,  that  no  one  will 
read  the  prospectus.  In  any  case,  most 
are  usually  too  small  to  attract  more 
than  a  cursory  glance  from  the  over- 
worked, underbudgeted  agency.  One 
state  securities  director  says  the  SEC 
staff  regularly  brushes  aside  com- 
plaints involving  securities  fraud  un- 
der $  1  million  as  too  small  for  them  to 
look  into. 

In  response,  some  states,  such  as 
Utah,  New  Jersey  and  Florida,  where 
securities  laws  have  been  lenient,  are 
tightening  up  to  protect  their  citizens 
against  intrastate  offerings  as  well  as 
those  registered  interstate  through 
the  SEC.  Still,  for  now,  blind  pools  are 
a  promoter's  dream  and  an  investor's 
nightmare.  ■ 


them  and  getting  on  with  business." 

Before  it  began  scrambling  signals, 
HBO  had  no  reliable  way  to  track 
down  these  small  cable  culprits 
among  the  6,900  systems  that  make 
up  the  nationwide  U.S.  cable  distri- 
bution network.  With  its  200  sales 
representatives  concentrating  on 
larger  markets,  HBO  signs  up  small 
cable  systems  through  the  mail.  If 
HBO  discovered  a  nonpaying  cable 
system,  probably  through  a  random 
customer  complaint,  it  had  no  way 
to  shut  off  the  service.  Now,  satel- 
lite dish  owners  can't  pick  up  HBO 
without  paying  for  a  descrambling 
device,  which  HBO  can  electronical- 
ly disconnect. 

Though  prior  losses  from  piracy  by 
small  cable  systems  may  not  be  worth 
fighting  over,  the  dispute  helps  high- 
light a  larger  problem — commercial 
piracy  by  such  facilities  as  hotels  that 
charge  guests  for  movies  that  the  ho- 
tel picks  out  of  the  air  for  free,  and 
taverns  that  charge  customers  to 
watch  movies  or  boxing  matches.  In- 
dustry analysts  estimate  as  much  as 
$700  million  in  revenues  has  been 
lost  in  this  manner  to  programming 
services  like  HBO  and  Viacom  Inter- 
national Inc.'s  subsidiary  Show- 
time/The Movie  Channel. 

How  much  of  such  losses  program- 
mers will  be  able  to  stop  through  sig- 
nal scrambling  is  still  to  be  measured. 
A  number  of  freeloading  cable  sys- 
tems— as  well  as  hotels,  apartment 
complexes,  trailer  parks  and  bars — are 
thought  to  be  stealing  the  still-un- 
scrambled signals  from  competitors 
that  have  yet  to  follow  HBO's  lead. 
But  most  others  are  expected  to  begin 
scrambling  soon,  many  before  the  end 
of  the  year.  As  that  happens,  viewers 
will  be  left  with  no  alternative  but  to 
pay  up — or  stop  watching.  ■ 


Backyard  satellite  dish  owners  weren  t  the 
only  cable  viewers  that  were  squeezed  by 
scrambled  television  signals. 


Caught  in 
the  act 
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of  our  philosophy.  Just  ask  our  clients, 

Yes.  We've  got  a  complete  product  line  from  full  insurance  to 
Minimum  Premium  to  Administrative  Services,  and  a  full  range  of 
dental,  life  and  disability  products  as  well. 

Yes.  Our  SelectGroup  PLUS  product  for  smaller  employers  has 
a  total  of  2,025  combinations  of  options.  But  to  us,  flexibility  is 
much  more.  It's  what  comes  from  people  who  deliver. 

It's  banking  options  that  offer  not  only  the  usual  "on  issue"  or 
"when  cleared"  arrangements,  but  also  any  customized  arrange- 
ment in  between. 

It's  our  cost  containment  options  that  offer  personalized  analysis 
and  customized  programs  suited  to  your  needs.  And,  specifically  for 
smaller  companies,  a  choice  of  five  custom-designed,  multi-option 


The  Mass  Mutual 
Challenge* 

When  other  companies  talk  about  flexibility,  we  let  them  know  it's  our  sweet  spot. 

At  Mass  Mutual,  flexibility  isn't  just  a  concept,  it's  the  cornerstone     cost  control  strategies. 


It's  our  MAGNET  system  which  produces  the  most  advanced 
set  of  reports  in  the  industry  and  the  people  willing  and  able  to 
tailor  these  reports  to  meet  any  special  needs. 

Flexible?  You  bet  we  are.  Our  flexibility  is  crowned  by  an 
unbeatable  promise:  Our  people  are  trained  and  eager  to  do 
whatever  it  takes-even  rewrite  the  "rules"-to  bring  you  the 
programs,  service  and  cost  control  you  need. 

So  take  the  challenge.  Have  your  agent,  broker  or 
consultant  call  their  m  —  m  >      .  - 

RMe^roup  MassMutual 

Youii  be  the      GROUP  LIFE  AND  HEALTH 

winner.  Massachusetts  Mutual  Life  Insurance  Co ,  Springfield,  MA  011 11 


FREE  008-222  446  ■  BAHRAIN,  TOLL  FREE  231021    BELGIUM,  BRUSSELS  (02)  649  2110  ■  CANADA,  TOLL  FREE  1-800  223  5672  •  DENMARK.  COPENHAGEN  (01 

"he  Finest  Collection 


SAUDI  ARABIA.  JEDDAH,  TOLL  FREE  6512153  SPAIN,  MADRID  (01)  2414157/70  SWEDEN,  STOCKHOLM  (08)  630115  •  SWITZERLAND.  ZURICH  (01) 


3ARIS  (01)  426  11065  •  IRELAND,  DUBLIN  (01)  764401  •  ITALY,  MILAN  (02)  6702613  ■  JAPAN, TOKYO  (03)  508  2351  •  NETHERLANDS',  AMSTERDAM  1020)  737777  ■  NORWAY,  OSLO  (02)  417020 

Hotels  in  The  World. 


m  EMIRATES.  DUBAI  (04)  245246  •  UK,  LONDON  (01)  567  3444  •  USA,  TOLL  FREE  1-800  223  5672  •  WEST  GERMANY,  FRANKFURT  (069)  239196 


With  hundreds  of  hotels  around 
the  world,  Trusthouse  Forte  can  offer 
you  a  choice  whenever  you  travel. 

But  each  hotel  jealously  preserves  the 
individuality  which  has  made  it  special. 

Whether  located  deep  in  English 
countryside,  on  grand  avenues  ot  great 
cities  or  overlooking  the  sea  in  beautiful 
resorts,  Trusthouse  Forte  hotels  have  one 
great  virtue  in  common. 

Dedication  to  the  standards  of 
personal  service  that  have  made  them 
famous. 


Trusthouse  Forte 


m 


He  helped  concoct  the  federal  bailout  of 
debt-ridden  Lockheed,  then  turned  around 
troubled  Velsicol.  Maybe  that's  why  How- 
ard Beasley  insists  he  now  "enjoys'  run- 
ning Lone  Star  Steel. 

Master  of 
lost  causes 


By  Alan  M.  Field 


IT  SOUNDS  LIKE  A  FAMILIAR  Oil 
patch  nightmare.  Lone  Star  Steel 
Corp.  earned  more  than  $600  mil- 
lion between  January  1981  and  July 
1982.  But  it  hasn't  earned  a  dime  sell- 
ing its  steel  tubular  goods  to  oil  rig 
makers  since  the  fourth  quarter  of 
1982.  Sales  have  fallen,  to  $391  mil- 


lion in  1985  from  $1.28  billion  in 
1981,  and  it  recently  declared  a  record 
net  loss  of  $117  million,  or  $5.87  per 
share,  for  1985. 

But  appearances  can  be  deceiving. 
Lone  Star  is  now  one  of  the  world's 
lowest-cost  producers  of  tubular  steel, 
and  its  domestic  competitors  have 
mostly  dropped  away.  More  than  that, 
the  company's  unusual  management 


and  flexible  operating  strategy  make! 
it  a  likely  survivor,  perhaps  even  a  big 
winner,  given  an  upturn  in  drilling 
and  exploration. 

The  man  who  took  control  of  Lonej 
Star  when  it  was  spun  off  by  North- 
west Industries  last  May  31  is  the! 
biggest  surprise.  Neither  a  steelman 
nor  an  oil  patch  veteran,  W.  Howard 
Beasley  III  is  a  39-year-old  M.B.A.  andi 
Ph.D.  in  finance  who  was,  until  then, 
chief  executive  and  president  of  Lonei 
Star's  parent  company,  Northwest  In- 
dustries (owner  of  Fruit  of  the  Loom, 
Acme  Boots,  Natural  Battery  Corp. 
and  others). 

Even  before  that  successful  Chicago' 
conglomerate  accepted  an  offer  to  go 
private  under  new  owners,  Farley 
Metals,  Beasley  had  decided  to  hitch 
his  star,  full  time,  to  the  newly  inde- 
pendent Lone  Star.  How  does  Beasley 
explain  the  strange  career  move?  It 
wasn't  just  the  $450,000  salary  (same 
as  at  Northwest),  nor  the  stock  op- 
tions on  500,000  shares,  nor  the  prom- 
ise of  a  bonus  worth  65%  of  his  base 
salary  (if  undisclosed  performance 
goals  are  reached).  "I  am  a  contrarian 
by  nature  and  personality,"  says  the 
graying  Beasley,  an  ex-rugby  player 


(Juries  Th.ili.hiT 
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ir  President  W.  Howard  Beasley  III  running  up  his  daily  mileage 
structured  the  company  to  be  able  to  withstand  the  decline  of  oil.' 


Speed 

The  mark  of  an  extraordinary  bank 


Borrowing  to  finance  a  major  project  shouldn't 
involve  a  lot  of  time-consuming  red  tape.  If  time 
is  of  the  essence,  talk  to  a  bank  that  delivers. 

UBS  -  the  high-speed  bank. 


UBS  in  the  United  States 

Branch  Offices 

299,  Park  Avenue 
New  York,  NY  10171 

30,  South  Wacker  Drive 
Chicago.  IL  60606 

444,  South  Fiower  Street 
46th  Floor 

Los  Angeles,  CA  90071 


Representative  Offices 

Suite  4500 
1100  Louisiana 
Houston,  Texas  77002 

One  Embarcadero  Center 
Suite  3805 

San  Francisco,  CA  94111 

UBS  Offices  in  Canada 

Calgary,  Montreal,  Toronto 


Head  Office 

Union  Bank  of  Switzerland 
Bahnhofstrasse  45 
CH  8021  Zurich 


Union  Bank 
of  Switzerland 


Fran  Tarkenton.  Businessman.  Business  traveler. 


"There's  just  one  plao 
to  find  lobster  this  goo 

Six  miles  above 
the  ocean." 


TO  EUROPE: 

LONDON  •  FRANKFURT  •  GLASGOW  •  DUBLIN  ■  SHANNON  •  COPENHAGEN  •  OSLO  •  STOCKHOLM 

TO  THE  ORIENT: 

TOKYO  •  SEOUL  •  TAIPEI  •  HONG  KONG  •  MANILA  •  OSAKA  •  OKINAWA  •  GUAM  •  SHANGHAI  •  KUALA  LUMPUR 


It's  Northwest  Orient's  Regal  Imperial 
service  to  Europe  and  the  Orient.  And  it  makes 
your  overseas  travel  an  event!. 

First  Class  passengers  dine  on  such 
entrees  as  Lobster  Thermidor  or  New  York 
Strip  Steak ...  and  relax  alter  dinner  in 
reclining  sleeper  seats. 

The  exquisite  Executive  Class  menu 
includes  Stuffed  Quail  and  London  Broil.  And 
extra-wide  Executive  Class  seats  make  your 
trip-extra  comfortable.  You'll  enjoy  current 
movies.  Stereo  music.  Imported  wines  and 


liqueurs.  And  from  the  continental  U.S., 
you'll  earn  free  travel  with  as  little  as  one  round 
trip.  Call  your  travel  agent,  corporate  travel 
department  or  Northwest  Orient: 
(800  )  44  7-4747  JBb 


1^    People  who  know.. .go 

^  NORTHWEST  ORIENT 


who  daily  jogs  the  five  miles  between 
home  and  Dallas  headquarters. 

Howard  Beasley  has  made  his  ca- 
reer by  rescuing  seemingly  hopeless 
causes.  As  a  special  assistant  to  the 
secretary,  shortly  after  earning  his  de- 
grees at  the  University  of  Texas  in 
1971,  he  helped  draft  the  Treasury 
Department's  loan  guarantee  program 
that  helped  bail  out  troubled  Lock- 
heed. Two  years  later,  as  secretary  of 
the  Treasury's  cost  of  living  council 
during  President  Nixon's  wage  and 
price  freezes,  Beasley  became  that 
agency's  number  one  corporate  trou- 
bleshooter  and  helped  design  the 
workout  of  the  Penn  Central  bank- 
ruptcy. Later,  as  a  staff  member  of  the 
Senate  Banking,  Housing  &  Urban  Af- 
fairs Committee,  he  helped  write  the 
so-called  May  Day  laws,  which  elimi- 
nated fixed  securities  brokerage  com- 
missions in  1975,  and  set  up  Nasdaq. 

His  work  at  Treasury  so  impressed 
Ben  Heineman,  then  president  of 
Northwest  Industries  (and  member  of 
a  blue-ribbon  Penn  Central  panel), 
that  Heineman  made  Beasley  his  spe- 
cial assistant  in  1975.  Four  years  later 
he  made  Beasley  president  of  North- 
west's troubled  subsidiary,  Velsicol 
Chemical  Corp. 

Velsicol  had  lost  $6  million  the  year 
before,  in  part  because  of  lawsuits 
that  followed  the  company's  contami- 
nation of  animal  feeds  with  the  toxic 
chemical  PBB.  But  within  a  year  Beas- 
ley restored  the  company  to  profit- 


By  Howard  Rudnitsky 

Conventional  wisdom  cur- 
rently holds  that  in  a  few  years 
the  action  on  Wall  Street  will 
belong  to  a  few  behemoth  firms 
whose  heavy  capitalization  will  drive 
under  the  smaller  fry.  Witness  the 
rash  of  mergers,  and  of  public  offer- 


Lone  Star  is  now  one  of 
the  world's  lowest-cost 
producers  of  tubular 
steel,  and  its  domestic 
competitors  are  dropping 
away.  More  than  that, 
its  unusual  management 
and  flexible  operating 
strategy  make  it  a  likely 
survivor,  perhaps  even 
a  big  winner. 


ability  and,  by  1982,  cleaned  up  its 
environmental  record.  That's  why 
Beasley  returned  to  Northwest  corpo- 
rate headquarters  in  1983  as  vice 
chairman  and  was  made  president  in 
January  1984. 

Of  course,  even  Howard  Beasley 
wouldn't  have  taken  over  Lone  Star  if 
it  were  really  an  impossible  cause. 
"Lone  Star  is  a  very  enticing  challenge 
because  we  structured  it  to  be  able  to 
withstand  the  decline  of  oil,"  he  says. 
"It's  debt  free,  with  its  pension  funds 
paid  up  in  aggregate,  and  I  saw  that 
spirit  and  determination  that  is  abso- 
lutely necessary  for  a  company  to  be 
world  competitive." 

Lone  Star  management  had  rein- 
vested over  70%  of  the  enormous 
profits  it  earned  (under  Northwest) 
between  the  mid-Seventies  and  1982 
to  modernize  its  sole  plant  in  the  east 
Texas  town  of  Lone  Star.  That's  why 


ings  from  the  likes  of  Morgan  Stanley; 
L.F.  Rothschild,  Unterberg,  Towbin; 
Alex.  Brown  &  Sons,-  and  Bear, 
Stearns. 

Arthur  Cowen,  the  75-year-old  se- 
nior partner  of  Wall  Street  brokerage 
Cowen  &.  Co.,  begs  to  differ  with  The 
Street's  conventional  thinkers.  Big 
may  be  safer,  Cowen  says,  but  it  is  not 


the  company  is  now  one  of  the  low- 
est-cost tubular  producers  in  the 
world.  It  will  also  help,  long  term, 
that  such  higher-cost  competitors  as 
Wheeling-Pittsburgh  and  Armco 
abandoned  their  steel  tubular  divi- 
sions last  year.  Under  Beasley,  more- 
over, Lone  Star  is  developing  an  opera- 
tional flexibility  rare  in  the  industry. 
Lone  Star  Steel  has  the  option  either 
to  produce  locally  a  manufacturing 
component  or,  if  it's  cheaper  that 
way,  to  purchase  it  elsewhere. 

Lone  Star's  flexibility  is  the  reason 
the  recent  idling  of  its  open  hearth 
and  blast  furnaces  isn't  the  troubling 
event  it  was  reported  to  be.  Since 
Lone  Star's  final  product  is  steel  tubes 
and  pipes,  not  raw  steel,  the  company 
isn't  losing  revenues  when  it  can  buy 
raw  steel  (its  raw  material)  cheaper 
than  it  can  produce  it  itself.  That's 
why  Lone  Star's  stock,  which  opened 
at  $8  per  share  on  Nasdaq  last  spring, 
has  continued  to  trade  at  the  $8  level 
despite  the  record  loss. 

Demand  for  Lone  Star's  product 
continues  weak,  of  course,  and  prices 
keep  falling  as  declining  oil  prices 
force  exploration  companies  to  defer 
drilling  decisions.  "The  challenge  is 
greater  than  I  had  predicted.  I  had  not 
forecast  a  30%  drop  in  the  rig  count 
since  I  took  over,"  Beasley  admits. 

Still,  don't  count  out  Lone  Star  yet. 
Not  with  Howard  Beasley  at  the  con- 
trols, determined  he  can  save  another 
apparently  losing  cause.  ■ 


necessarily  more  profitable.  There 
isn't  any  shortage  of  capital  if  you  are 
profitable,  he  points  out.  And 
Cowen's  results  make  him  a  man 
worth  listening  to. 

A  decade  or  so  ago  Cowen  &  Co.'s 
capital  was  a  minuscule  $5.7  million, 
and  a  good  part  of  it  was  borrowed.  "In 
the  first  half  of  1974  business  was  so 
slow  we  lost  money  for  the  first  time, 
including  the  Depression  years,"  re- 
calls Cowen.  His  father  founded  the 
firm  in  1918,  making  it  one  of  the 
oldest  continuing  partnerships  on 
Wall  Street.  Adds  comanaging  partner 
Joseph  Cohen:  "We  were  headed  for 
trouble." 

Today  Cowen  &  Co.'s  capital  is 
nearly  $100  million,  and  most  of  it 
belongs  to  the  partners.  That's  double 
the  Securities  &  Exchange  Commis- 
sion's minimum  requirements  for 
Cowen,  which  means  that  the  firm's 
ratio  of  capital  to  capital  required  is 
one  of  the  healthiest  on  Wall  Street. 
The  average  pretax  return  on  capital 
for  Cowen  &.  Co.'s  26  partners  has 
been  50%  to  60%  a  year  since  the  late 
Seventies.  That  suggests  that  the 


Many  Wall  Street  partners  feel  they  must  go 
public  or  merge,  but  Cowen  &  Co.  has 
twice  as  much  capital  as  it  needs.  Why? 

"I  like  to 
sleep  at  night" 


WHY COPY 


FLOPPY? 


When  you  store  all  your  files  on  floppy  disks,  problems  pile  up. 

First,  there's  time.  You  waste  lots  of  it,  transferring  data, 
'here's  space.  You  sacrifice  it  to  stacks  of  disks.  And  then, 
lere's  your  mind.  You  lose  it  trying  to  find  lost  floppies. 

And  if  you  get  sloppy,  forget  it.  A  scratch,  a  cigarette 
i>h  or  punching  the  wrong  key  can 
ause  electronic  amnesia,  wiping 
iiit  days  of  hard  work. 

With  the  new  NCR  PC6, 
ou're  now  protected, 
'he  PC6  offers  a  backup 
ipe  drive  that  insures 
ou  against  data  loss. 

It's  super  fast  and 
uper  compact, 
bu  can  back  up 

10MB  hard 
isk  in  roughly 

minutes— 
lore  than  an 

our  faster  than  with  floppies.  And  one  small  tape 
artridge  stores  as  much  as  27  floppy  disks. 

What's  more,  the  NCR  PC6  runs  virtually  every 
uportant  software  program.  It's  megafast,  has 
igh  resolution  graphics,  and  is  designed  to  grow  as 

you  grow. 

So  droppy  your  floppies. 
You're  in  better  shape 
with  tape.  Especially 
with  NCR. 

For  your  nearest 

v  i  ,.  NCR  dealer,  call 

v  |  toll-free  1-800-544-3333? 


A  BETTER  PERSONAL  COMPUTER. 

IT'S  EXACTLY 
WHAT  YOU'D  EXPECT  FROM  NCR. 


©  1986  NCR  Corporation 

*  In  Nebraska  call  1-800-343-4300, 


Avionics. 

It's  just  taking  off.  And  the  future 
belongs  to  those  who  provide  new 
answers  to  old  questions-to  Eaton. 


E:T*IU 

Growing  into  the  future. 

lomotive  •  Electronics  •  Defense  •  Capital  Goods 


Cowen  &  Co.  's  Joseph  Cohen  ( left)  and  Arthur  Cowen 
No  need  for  behemoths. 


partners  are  doing  very  nicely. 

"Our  excess  capital  is  probably  too 
high  and  unproductive,"  Cowen  says 
pleasantly,  "but  I  like  to  sleep  well  at 
night."  So,  presumably,  do  the  firm's 
150,000  clients. 

Cowen  decided  to  break  with  tradi- 
tion in  the  early  Seventies  and  keep 
family — his  and  his  partners' — out  of 
the  business.  "Having  family  contin- 
ue to  run  brokerage  firms  has  been  the 
downfall  of  more  brokerage  firms 
than  you  can  imagine,"  says  Cowen 
when  we  visit  him  in  his  spartan  Wall 
Street  office.  "I  decided  to  end  all  that. 
It's  not  written  into  the  charter,  but  it 
is  understood  at  Cowen  &.  Co.  that 
you  do  not  bring  family  mmbers  into 


the  business." 

Instead,  Cowen  brought  in  Albert 
(Buddy)  Lowenthal,  an  engineer  and 
operations  specialist,  and  Joe  Cohen, 
an  analyst  with  an  intellectual  bent 
(his  graduate  thesis  at  Columbia  Uni- 
versity analyzed  the  impact  of  tax- 
ation on  England  during  the  Industrial 
Revolution).  While  Lowenthal 
straightened  out  the  firm's  back-of- 
fice problems  and  automated,  Cowen 
and  Cohen  worked  out  a  diversifica- 
tion and  expansion  plan. 

Nostalgia  was  out.  Pragmatism 
was  in.  Cowen  cut  costs.  One  of  the 
first  things  to  go  was  the  partners' 
dining  room.  "Our  partners,"  he  fig- 
ured, "could  go  out  to  a  restaurant." 


At  the  time,  Cowen  &  Co.  had 
only  one  office.  Cohen  began  care- 
fully acquiring  high-quality  local  re- 
tail brokerage  firms  with  one  or  two 
offices.  Nearly  a  dozen  firms  have 
been  bought,  and  their  stock  and 
bond  trading  has  been  redirected  to 
Cowen  &.  Co.  Thanks  to  that,  plus 
the  firm's  wholesale  brokering, 
Cowen  &.  Co.  is  the  country's  larg- 
est corporate  bond  broker. 

Cowen  refused  to  let  his  past  blind 
him.  He  had  personally  overseen  the 
firm's  specialist  trading  business  for 
over  a  quarter  of  a  century:  "We  were 
specialists  in  old-line  industry  stocks 
like  Armco.  They  took  up  too  much 
of  the  firm's  capital  and  in  the  1970s 
produced  low  returns.  So,  reluctantly, 
I  agreed  to  get  out  of  the  specialist 
business  and  redirect  our  capital  to 
more  profitable  areas." 

Cowen  and  Cohen's  shrewdest 
move  was  made  in  1976,  when  Co- 
hen, then  38,  learned  that  Boston's 
G.S.  Grumman,  a  small  but  highly 
regarded  institutional  research  firm 
strong  in  computer,  drug  and  aero- 
space analysis,  was  being  courted  by 
several  other  suitors.  Cowen  extend- 
ed his  hand.  Grumman  accepted. 

Why  Cowen  &  Co.?  Replies 
Cowen:  "Because  we  told  them  we 
want  to  make  money  together  and  we 
want  to  have  fun."  Largely  thanks  to 
the  marriage,  revenues  of  Cowen  &. 
Co.'s  institutional  brokerage  business 
have  jumped  from  some  $1.5  million 
to  about  $24  million  over  the  last 
ten  years. 

Don't  get  the  impression  it  has  all 
been  smooth  sailing.  Joe  Cohen  has 
successfully  argued  that  Cowen  & 
Co.  should  diversify  into  several  new 
businesses,  including  an  arbitrage  op- 
eration and  corporate  finance,  endeav- 
ors that  require,  and  often  eat,  capital 
in  large  bites.  Overall,  the  diversifica- 
tion seems  to  be  panning  out.  But  it 
was  apparently  one  of  the  reasons 
Buddy  Lowenthal  quit  last  April.  "I 
still  am  not  sure  why  Buddy  left," 
Cowen  insists.  "He  just  told  me  he 
wanted  to  leave.  I  certainly  wanted 
him  to  stay." 

There  is  a  cloud  on  the  horizon. 
Cowen  and  Cohen  have  raised  some 
$300  million  since  1976  from  clients 
to  invest  in  real  estate.  Several  of  the 
projects  are  in  the  Sunbelt  and,  to 
various  degrees,  are  suffering.  Still, 
with  over  a  half-century's  experience 
of  investing's  ups  and  downs  under 
his  belt,  and  all  that  capital  to  bridge 
the  valleys,  Arthur  Cowen  isn't  terri- 
bly anxious.  "We  are  in  a  position  to 
wait,"  says  Cowen,  adding:  "For  now 
we  want  to  digest  and  consolidate  our 
growth."  ■ 


these  obligations. 

At  NWNL  Group,  we're  working  on  a 
solution.  Its  a  program  called  LifeScoper 
It's  designed  to  provide  health  and 
financial  security  for  a  person's  working 
and  retirement  years  by  sharing  finan- 
cial responsibility  among  participating 
individuals,  employers  and  health  care 
providers. 

Obviously,  for  an  idea  of  this  mag- 
nitude to  succeed,  it  will  require  the  help 
of  government  legislation,  the  participa- 
tion of  health  care  providers  and  the 
support  of  business  in  making  LifeScope1" 


available  to  employees. 

NWNL  Group  invites  each  of  these 
institutions  to  join  us  in  shaping  our  plan. 
Contact  Ginny  Patrick,  NWNL  Group, 
Box  20,  Minneapolis,  MN  55440  or  call 
612-372-5784  for  a  detailed  report  on  the 
problem  and  how  we  can  solve  it  together. 

Quite  obviously,  our  task  is  enormous. 
But  so  is  the  need. 

THE  EASTER  THINGS  CHANGE. 
THE  MORE  YOU  NEED  NWNL: 

ail  NWNL  GROUP 
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The  U.S.  record  in  job  creation  has  long  been  the  envy  of  the  rest 
of  the  world,  and  yet,  good  as  it  is,  it  hasnt  been  good  enough. 
Doing  even  better  will  require,  first,  that  we  demolish  some 
powerful  economic  myths  whose  time  has  passed. 

The  knack . . . 
and  how  to  get  it 


ESPITE 

change, 


TECHNOLOGICAL 

still-overvalued 


D currency,  import  competition  and  a  major  re- 
cession only  three  years  ago,  the  U.S.  economy 
continues  to  generate  new  jobs  at  a  truly  aston- 
ishing rate — 9  million  over  the  past  five  years  alone.  It's  a 
record  that,  even  allowing  for  the  differing  scales  of  their 
economies,  neither  the  Europeans  nor  the  Japanese  have 
matched. 

The  U.S.  performance  has  been  so  dazzling  that  Europe- 
ans, even  some  ideologically  committed  to  statist  plan- 
ning remedies,  have  reluctantly  begun  to  have  revisionist 
second  thoughts  about  what  they  are  coming  to  call  the 
"great  American  job  machine."  In  most  years  since  the  end 
of  the  war  European  economies  have  boasted  unemploy- 
ment rates  lower  than  the  U.S.  could  produce.  But  in  the 
Eighties  their  rates  have  been  steadily  rising.  Last  year,  as 
the  U.S.  unemployment  rate  dropped  to  7.2%,  West  Ger- 
many's went  to  8.4%,  France's  to  10.7%,  the  U.K.'s  to 
12.0%.  You  can  argue,  as  many  Europeans  do,  about  how 
well  many  of  the  new  U.S.  jobs  pay,  but  if  it's  jobs  as  such 
you're  after — the  productive  employment  of  people — the 
U.S.  has  the  knack,  has  had  it  for  years,  and  the  Europeans 
do  not. 

Even  so,  it  isn't  enough.  The  U.S.  unemployment  rate 
was  at  its  post-World  War  II  high— 9.7% — in  1982.  It's  now 
down  to  6.7%  and  still  declining.  But  6.7%  represents  8.3 
million  people  out  of  work,  and  that  doesn't  include  1.2 
million  who  have  stopped  looking  and  another  5.5  million 
who  are  involuntarily  working  part  time.  All  such  num- 
bers, of  course,  are  suspect  as  precise  measures.  They  don't 
signal,  for  example,  how  many  people  reporting  them- 
selves as  unemployed  are  doing  okay  in  the  underground — 
untaxed — sector.  But  that,  even  in  the  most  cynical  view, 
accounts  for  only  a  small  fraction  of  the  jobless  in  the  U.S. 
For  the  great  majority,  joblessness  exacts  a  horrific  toll  in 
human  misery — degradation  and  despair,  alcoholism, 
drugs,  mental  problems,  broken  marriages,  suicide. 

It's  arguable  that  some  portion  of  such  individual  disas- 
ters is  inevitable,  that  it  is  the  necessary  pain  of  adjust- 
it  resulting  in  new  economic  gains  for  the  rest  of  the 


By  James  Cook 


polity.  But  those  inclined  to  dismiss 
  the  unemployment  problem  complete- 
ly on  that  ground  might  be  dangerously  shortsighted  as 
well  as  unfeeling. 

That  6.7%  unemployment  rate  is  sky-high  by  the  stan- 
dards of  earlier  recoveries.  Since  1960  the  rate  has  settled 
down  at  a  higher  level  every  time  the  U.S.  recovers  from  a 
recession  Such  a  trend,  left  unaddressed,  must  strain  the 
fabric  of  an  open  society.  In  the  Sixties  and  Seventies  the 
proportion  of  black  Americans  in  the  ranks  of  the  unem- 
ployed shrank  steadily,  from  maybe  20%  in  the  Sixties  to 
17.3%  in  1975.  The  advances  of  two  decades  have  since 
been  undone.  Last  year  blacks  made  up  a  record  22.4%  of 
those  unemployed. 

The  problem  is  especially  acute  among  teenagers  (see 
charts,  p.  62).  Says  U.S.  Secretary  of  Labor  William  Brock: 
"We  are  building  a  huge  glob  of  permanently  unemployed 
that's  going  to  bubble  up  through  the  demographic  charts 
for  the  next  30  years — people  who  lack  the  education  and 
skill  to  hold  any  job.  The  number  is  in  the  high  hundreds 
of  thousands  at  the  moment,  but  it  will  be  in  the  low 
millions  in  the  near  term.  This  is  an  absolute  insanity  for 
them,  and  for  us." 

Up  to  a  point,  time  alone  will  be  an  ally  in  the  struggle  to 
create  enough  new  jobs.  The  remarkable  21  million  jobs 
created  by  the  U.S.  in  the  Seventies  (vs.  13  million  in  the 
Sixties)  weren't  enough  to  keep  unemployment  rates  from 
rising,  chiefly  because  women  and  young  people  born  in 
the  postwar  baby  boom  were  moving  into  the  work  force 
in  record  numbers.  That  peak  has  now  passed.  The  work 
force  will  grow  by  only  15.7  million  in  the  Eighties  and 
perhaps  10  million  in  the  Nineties,  and  proportionately 
less  will  be  women  and  young  people.  The  Bureau  of  Labor 
Statistics  assumes  that  if  the  U.S.  economy  grows  at  an 
average  annual  rate  of  2.9%  (it  grew  2.3%  in  1985),  the 
unemployment  rate  will  drop  to  6.3%  by  1990,  6%  by 
1995,  with  women  accounting  for  65%  of  growth  in  the 
labor  force.  The  gains  could  be  even  better  than  that,  of 
course,  if  the  economy  should  grow  faster. 

But  that  will  still  leave  cases  of  misery  to  be  numbered 
in  the  millions.  And  numbers  alone,  in  any  case,  say 


nothing  of  the  peculiar  difficulties  the  economy  now  faces 
in  providing  enough  jobs  for  the  people  who  want  them. 
The  recovery  following  the  last  recession  of  1981-82  is 
now  in  its  fourth  year,  but  the  old  industrial  strongholds  in 
the  East  and  Midwest  are  still  in  trouble,  and  so  are  the  oil 
patch,  the  mining  industry  and  agriculture.  Most  of  those 
displaced  workers  still  unemployed  are  older,  less  flexible 
and  less  well  educated,  with  deeper  roots  in  their  commu- 
nities. Few  of  them  seem  keen  to  learn  new  skills.  Even 
fewer  want  to  move  where  the  jobs  requiring  those  new 
skills  may  be.  "What  happens  to  the  people  displaced  from 
manufacturing?"  asks  Samuel  M.  Ehrenhalt,  New  York 
regional  commissioner  for  the  BLS.  "The  middle-aged  sew- 
ing machine  operator  does  not  easily  land  a  job  on  Wall 
Street." 

NEW  PROBLEMS  REQUIRE  NEW  SOLUTIONS.  The  first  Step 
in  devising  them  must  be  to  get  rid  of  some  old  notions 
that  get  in  the  way.  An  idea  whose  time  has  passed  is 
worse  than  useless.  It  distracts  attention  and  may  squan- 
der resources,  thus  preventing  a  useful  new  idea  from 
being  recognized  or  funded.  It's  no  easy  task — myths  die 
hard — but  it's  essential. 

Several  decades  have  elapsed,  for  example,  since  the 
growing  importance  of  the  "service  producing"  sector  be- 
came generally  recognized,  but  the  myth  continues  to 
persist  that  it  is  the  American  factory  worker  who  drives 
the  economy.  Factory  workers  now  make  up  less  than  20% 
of  the  work  force,  but  they  still  amount  to  a  cultural  icon, 
like  the  American  farmer,  with  similar  power  to  affect 
economic  policymaking. 

So,  if  you're  worried,  let's  say,  about  the  decline  in  once- 
basic  industries,  or  the  high  cost  of  environmental  restric- 
tions on  them,  don't  argue  the  case  on  its  economic 
merits.  Argue  the  politics  of  the  problem — argue  in  terms 
of  jobs.  Witness  the  pressures  applied  to  establish  automo- 
bile import  quotas,  which  have  since  cost  American  con- 
sumers as  much  as  $13  billion  a  year. 

Manufacturing  still  provides  maybe  22%  of  the  U.S.  real 
GNP,  as  it  has  for  the  past  35  years,  but  its  share  of  U.S. 
employment  has  steadily  declined,  from  26.1%  in  1970  to 
19.3%  last  year.  Almost  half  of  the  2  million  manufactur- 
ing jobs  lost  in  the  1981-82  recession  have  since  been 
restored.  The  rest  are  probably  gone  forever.  Manufactur- 


ing output  will  probably  grow  briskly  over  the  years  ahead, 
but  that  growth  won't  produce  many  jobs.  Ten  years  fro 
now  manufacturing  jobs  should  top  21  million,  the  Burea 
of  Labor  Statistics  calculates,  including  nearly  8  million  i 
high-tech  industries.  That  would  be  up  from  20.7  millio 
in  1985,  but  still  below  1979's  peak  of  22.3  million. 

It's  understandable  that  there  is  regret  at  the  declinin 
importance  of  manufacturing  jobs,  but  some  think  of  it  as; 
a  body  blow  to  American  affluence.  It's  true  that  the 
hourly  manufacturing  wage  averaged  $9.52  last  year,  vs 
$7.89  in  the  services.  But  those  20.7  million  manufactur 
ing  jobs  represent  less  than  20%  of  the  107  million  total 
not  enough  to  dent  American  affluence  appreciably.  And( 
still  the  American  factory  worker  retains  near-mythic 
stature  as  the  driving  force  in  the  economy.  Why? 

Inexplicably  powerful,  too,  is  faith  in  "productivity"  as  ai 
source  of  new  jobs.  Productivity  may  be  the  ultimate  force 
raising  wages  and  the  standard  of  living,  but  productivity 
gains  as  such  usually  come  from  replacing  jobs  with  capi 
tal  equipment.  Unless  the  economy  grows  briskly,  produc 
tivity  gains  beget  job  losses,  not  gains. 

For  confirmation,  look  at  the  U.S.  farm  economy.  It  has 
made  some  of  the  sharpest  productivity  gains  in  history — 
at  the  price  of  a  steady  decline  in  jobs.  Or,  more  to  the 
point,  look  at  what  happened  in  Europe.  Between  1973  and 
1981  the  Europeans  boosted  productivity  by  2.0%  a  year, 
but  in  a  sluggish  economy  that  resulted  in  fewer  jobs— 
0.1%  fewer  every  year.  By  contrast,  U.S.  productivity  rose 
only  0.2%,  but  employment  inched  up  by  1.9%  annually. 

There  also  remains  considerable  belief,  despite  abun- 
dant evidence  to  the  contrary,  in  the  ability  of  big  enter- 
prises to  produce  new  jobs.  The  fact  is  that  between  1979 
and  1984,  when  total  U.S.  employment  rose  by  6.3  million, 
the  diverse  companies  making  up  The  Forbes  Sales  500 
lost  1.7  million  jobs,  out  of  a  total  of  21.4  million,  and  the 
trend  continues  to  point  down. 

The  article  of  faith  least  worthy  of  belief  at  the  moment 
may  be  the  alleged  impact  of  foreign  trade  on  U.S.  employ- 
ment. The  AFL-CIO  calculates  that  all  the  cars,  shoes, 
steel  slabs,  VCRs  and  everything  else  reflected  in  1985's 
$132  billion  trade  deficit  cost  the  U.S.  3.3  million  jobs — 
one  job  for  every  $40,000  of  trade  deficit.  But  the  connec- 
tion between  deficits  and  unemployment  may  be  consider- 
ably less  direct  than  it  may  seem  (see  chart,  below).  Such 


The  deficit 
conundrum 

U.S.  lawmakers  are  trying  to  set 
policy  on  the  assumption  that  trade 
deficits  cost  jobs.  But  do  they?  The 
experience  of  most  industrial 
nations  since  1980  would  suggest 
the  case  is  not  proved.  In  Britain,  as 
the  trade  deficit  rose,  employment 
obediently  declined.  But  a  declining 
deficit  didn't  help  jobs  in  France. 
And  in  West  Germany  trade 
surpluses  were  not  enough  to  keep 
jobs  on  the  incfease.  In  Japan  healthy 
surpluses  were  not  enough  to 
generate  the  job  increases  the  U.S. 
produced  despite  soaring  deficits. 
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arguments  discount  the  effect  of  technology  and  changing 
patterns  of  consumption  in  industries  like  autos  and  steel, 
where  smaller,  lighter,  fuel-efficient  cars  made  Detroit's 
traditional  gas-guzzlers  obsolete.  They  ignore  differences 
in  the  labor  content  of  items  in  foreign  trade — an  exported 
747,  for  instance,  may  represent  many  more  jobs  than 
imported  crude  of  comparable  value. 

Above  all,  such  arguments  overlook  the  millions  of 
jobs — not  only  in  transportation,  distribution  and  finance, 
but  also  in  businesses  like  retailing — created  by  the  expan- 
sion in  foreign  trade.  The  U.S.  trade  deficit  is  massive,  but 
the  U.S.  still  exports.  "About  8  million  people  are  at  work 
today  as  a  consequence  of  American  exports,"  notes  Secre- 
tary of  Labor  Brock.  "There's  no  way  imports  could  have 
taken  that  many  jobs." 

But  if  not  from  manufacturing,  productivity  or  the 
corporate  giants,  where  have  all  those  jobs  been  com- 
ing from?  The  easy  answer  is  from  the  service  sector  of  the 
economy.  But  keep  in  mind  that  large  service  companies 
are,  as  The  Forbes  Sales  500  data  suggest,  no  better  at 
generating  jobs  than  large  manufacturing  companies  are. 
What  really  creates  jobs  is  small  business,  overwhelming- 
ly small  service  businesses,  that  generate  perhaps  40%  of 
the  U.S.  gross  national  product  and  62%  of  U.S.  jobs. 

The  U.S.  may  lack  an  "industrial  policy,"  as  some 
prominent  economists,  labor  spokesmen  and  even  some 
business  leaders  have  complained,  but  it  has  done  sensible 
things  to  encourage  small  business  startups.  Changes  in 
the  tax  laws  have  made  venture  capital  readily  available, 
deregulation  opened  up  vast  opportunities  in  air  transport, 
trucking  and  financial  services,  and  the  pressures  of  eco- 
nomic distress  have  forced  entrepreneurs  to  strike  out  for 
themselves. 

The  effort  has  paid  off  handsomely.  Over  a  business 
cycle,  according  to  Frank  Swain,  the  Small  Business  Ad- 
ministration's chief  counsel  for  advocacy,  small  firms 
typically  create  two-thirds  of  all  the  new  jobs.  The  U.S.  is 
generating  these  job  generators,  too,  with  a  vitality  that  is 
the  wonder  of  the  world.  Last  year  close  to  670,000  new 
businesses  were  incorporated  in  the  U.S.,  vs.  534,000  only 
five  years  before — never  mind  the  700,000  partnerships 
and  other  unincorporated  businesses  that  were  set  up. 
Although  perhaps  one-third  of  them  die  fairly  quickly,  the 


bulk  manage  to  survive.  And  perhaps  12%  to  14%  grow 
really  explosively. 

There  is  a  further  surprise  in  these  numbers.  Although 
manufacturing  probably  represents  under  10%  of  those 
small  businesses,  job  creation  is  nonetheless  as  powerful 
in  small  manufacturing  enterprises  as  it  is  in  small  service 
outfits.  Between  1976  and  1982,  for  instance,  employment 
in  large  steel  mill  products  companies  fell  11%,  but  in  the 
smallest  firms  employment  grew  by  80%.  The  same  held 
true  in  textiles  and  apparel,  leather,  rubber  and  plastics 
products. 

These  new  small  companies,  clearly  a  breed  apart, 
should  be  the  most  reliable  source  of  new  jobs  in  the  years 
ahead.  They  are  the  innovators  and  trendsetters  of  the 
economy.  They  live  on  a  shoestring,  stretching  capital  and 
labor  to  the  breaking  point.  They  are  especially  attuned  to 
even  the  subtlest  shifts  in  the  market.  They  employ  a 
disproportionately  high  number  of  the  very  old,  the  very 
young  and  women,  and  they  provide  two  out  of  every  three 
workers  with  their  first  jobs. 

In  their  dedication  to  notions  of  social  justice — to  job 
security,  to  wage  maximization — the  Europeans  have  de- 
prived their  industries  of  much  of  the  flexibility  that  small 
business  in  the  U.S.  enjoys.  Employers  there  cannot  al- 
ways afford  to  hire,  and  even  when  they  can,  they  are  often 
reluctant  to  do  so  because  they  cannot  easily  cut  back  if 
conditions  change.  "We  lay  off  10%  of  our  labor  force 
every  year,"  notes  David  Birch,  MIT's  small  business 
expert.  "In  Europe  it's  2%  or  3%."  Says  economist  Robert 
Z.  Lawrence,  a  fellow  at  the  Brookings  Institution  in 
Washington:  "The  Europeans  turned  labor  into  a  fixed 
factor  of  production." 

That,  precisely,  ironically,  could  well  be  the  result  if 
those  pressuring  for  a  formal  U.S.  industrial  policy  were  to 
prevail.  Consider  some  of  the  elements  proposed  for  such  a 
policy — mandatory  job  security,  plant  closing  restrictions 
and  joint  planning  by  labor,  management  and  government. 
These  are  among  the  very  elements  that  have  made  Euro- 
pean economies  so  inflexible.  "We  are  the  only  major 
trading  nation  which  does  not  bring  the  major  players 
together  to  design  remedies  for  problems,"  complains 
Howard  D.  Samuel,  president  of  the  AFL-CIO's  industrial 
union  department.  A  good  thing,  too,  we  say,  given  Eu- 
rope's employment  record  in  recent  years.  The  reason  is 
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HE  HEART  OF  C&C:  Beethoven  described  it  190  years  ago. 


When  you  listen  to  Beethoven,  you  can 
hear  the  harmony  at  the  heart  of  the  concept 
that  NEC  calls  C&C,  for  the  integration  of 
computers  and  communications. 

Because  at  NEC 
we  have  always  known 


microwave  or  satellite  transmission  links. 

Our  products  are  strong  individual 
performers.  Combined  they're  even  better. 
They  interface  smoothly  with  other 
suppliers'  equipment,  so  it's  easy  to  form 
the  exact  ensemble  you  need. 


that  managing  infor- 
mation takes  more  than 
computers  or  communi- 
cations alone.  To 
orchestrate  the  modern 
office,  you  need  both, 
II  |  \  ^  working  together  as 


a  unified  whole. 


That's  why  our  remarkable  NEAX  2400 
IMS  is  more  than  a  powerful  digital  PBX. 
This  total  Information  Management  System 
can  take  an  office  full  of  diverse  systems 
and  turn  them  into  a  joyful     |  — 
chorus.  Its  talents  embrace 
not  only  voice,  but  data,  text 
and  image  as  well.  On  any 
scale  you  need. 

Linked  up  with  a 
NEAX  2400,  our  APC  and 
ASTRA  Series  computers 
aren't  just  superb  business 
machines.  They're  perfectly 
matched  to  our  D,erm  digital 
telephones.  Our  BIT  Series 
fax  terminals,  cellular  mobile 
telephones  and  teleconference  systems 
can  also  be  easily  integrated  with  NEAX 
2400.  In  networks  with  fiber  optic, 


■! 


And  we  don't  just  believe  in  perfor- 
mance. We  back  it  up  with  leadership  on 
every  level:  from 
microchips  to 
■■■■■■■ 
supercomputers 
and  global 
communication 
networks. 
No  other 
supplier 
offers  our  , 
broad  and  <<ma 
balanced  expertise,  not  only  in  computers 
and  communications,  but  in  semiconductors 
and  other  electronic  components  as  well. 

If  you  like  the  sound  of  perfect  harmony 
and  would  like  to  learn  more  about 
our  full  range  of  office  products, 
please  drop  us  a  line  or 
give  us  a  call. 


NEC  America,  Inc. 
Corporate  Marketing 
8  Old  Sod  Farm  Road 
Melville,  N.Y.  11747 
Tel.  (516)  753-7000 
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Unequal  burdens 


The  economic  changes  of  the  last  15  years  have  imposed 
especially  heavy  burdens  on  black  Americans,  who  now 
comprise  an  ever  larger  proportion  of  the  unemployed. 


Proportion  of  total  unemployed 
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And  the  problem  is  getting  worse.  Black  unemployment 
rates  run  more  than  twice  as  high  as  those  of  whites. . . . 

Unemployment  rate 
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. .  .while  black  teenage  unemployment  is  nearly  three 
times  as  high  as  that  of  white  teenagers. 

Unemployment  rate 
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basic:  The  interests  of  big  business  and  big  labor  are  not 
necessarily  the  interests  of  small  business  and  the  mil- 
lions of  people  who  work  in  it. 

No  one  can  say  how  long  the  present  rate  of  job 
generation  can  be  sustained.  The  economy  seems  to  be 
moving  into  uncharted  territory.  But  in  the  circumstances 
the  best  industrial  policy  the  U.S.  could  have  would  take 
what  measures  it  could  to  encourage  the  golden  goose, 
small  business,  to  keep  laying.  One  such  would  be  the 
preservation  of  the  Small  Business  Administration,  the 
one  voice  in  government  that  speaks  for  small  business, 
and  one  that  is  threatened  with  extinction  in  the  Adminis- 
tration's proposed  budget  for  fiscal  1987.  "What  you  want 
to  do,"  says  John  Sloan,  head  of  the  540,000-member 
National  Federation  of  Independent  Business,  "is  put  as 
few  barriers  as  possible  in  the  way  of  business  formation." 

The  dislocations  in  the  process  of  job  creation  are  proba- 
bly just  beginning.  Technology  will  take  the  same  toll  of 
clerical  jobs  in  service  industries  like  insurance  and  bank- 
ing that  it  already  has  in  manufacturing.  America  has  long 
been  known  as  a  mobile  society.  It  will  become  more  so. 
"One  out  of  every  five  people  switches  jobs  every  year," 
says  MIT's  Birch.  "One  out  of  every  ten  switches  careers. 
In  the  next  five  or  six  years,  roughly  a  third  of  the  Ameri- 
can labor  force  is  going  to  become  obsolete.  And  when  the 
chair  gets  pulled,  there's  not  going  to  be  a  chair  to  sit  down 
in  that  they  can  reasonably  occupy." 

One  consequence  is  already  clear:  Muscle  is  no  longer 
enough.  "Fewer  and  fewer  opportunities  exist  for  the  un- 
trained generally  and  for  those  lacking  basic  literacy,  com- 
putational and  communication  skills,"  says  BLS'  Sam 
Ehrcnhalt.  "The  lower-level  job  entrant  of  yesterday  did 
not  have  to  possess  these  skills.  He  does  today.  The  econo- 
my is  moving  toward  more  knowledge-oriented  jobs." 

The  ranks  of  the  professions  will  grow,  but  that  doesn't 
mean  most  job  applicants  will  need  a  doctorate.  The  BLS 
projects  that  the  U.S.  will  add  15.9  million  jobs  of  all  kinds 
between  1984  and  1995,  9  out  of  every  10  in  the  service 
sector,  and  the  biggest  increases  in  sheer  numbers  will 
come,  as  they  always  have,  in  mediocre,  relatively  low- 
skilled  jobs  for  cashiers,  nurses,  janitors,  truck  drivers  and 
sales  personnel.  Many  of  these  slots  will  not  offer  the 
wages  that  workers  in  steel  or  autos  have  been  accustomed 
to.  Even  so,  according  to  Labor  Secretary  Brock,  the  pros- 
pect is  that  there  will  be  more  people  available  for  those 
slots  than  the  job  market  will  absorb. 

The  BLS  ranks  paralegal  personnel  at  the  top  of  the 
fastest-growing  occupations,  followed  by  computer  pro- 
grammers and  systems  analysts,  medical  assistants  and 
data  processing  equipment  repairers — all  good-paying  jobs. 
But  a  discouragingly  large  proportion  of  the  present  work 
force  does  not  possess  the  skills  to  qualify  for  many  of  the 
better  jobs  available  right  now.  That  mismatch  of  jobs 
open  and  workers  unqualified  will  get  worse. 

So  the  U.S.  may  well  face  job  shortages  and  labor  short- 
ages all  at  the  same  time — too  few  jobs  for  the  unskilled, 
too  few  skilled  people  for  many  of  the  more  sophisticated 
jobs.  Making  things  worse,  of  course,  are  mismatches  of 
other  kinds.  The  right  jobs  in  the  wrong  place,  for  instance. 
Even  now,  when  inner-city  youths  are  idle  in  New  York 
City,  suburban  shopkeepers  are  hard  put  to  find  mini- 
mum-wage workers  for  their  stores. 

TIhe  U.S.  still  boasts  the  best-educated  work  force  in 
the  world.  The  U.S.  enrolls  more  of  its  young  people  in 
its  high  schools,  sends  more  of  them  on  to  college  and  still 
boasts  the  highest  industrial  productivity  in  the  world.  But 
the  U.S.'  effort  in  education,  like  its  record  in  job  creation, 


Dodge vans 
andvour  business: 
A  perfect  fit. 


Not  every  business  needs  the  same 
thing  from  a  van.  Some  need  every 
inch  of  space  they  can  get  Others 
need  less  space,  but  more  payload. 

Dodge  has  so  many  choices,  we 
can  set  you  up  with  a  van  that'll  fit 
your  business  like  a  glove.  Start  with 
your  choice  of  model,  B150,  B250, 
B350,  or  wheelbase,  109.6",  127.6" 
or  127.6"  Maxi. 

Then,  size  up  your  payload  needs. 
Dodge  gives  you  a  lot  to  think  about, 
with  a  range  of  1,310  to  4,605 
pounds,  depending  on  the  model 
you  choose. 

Next,  give  us  your  measurements, 
and  depending  on  your  model,  we'll 
fit  you  with  206.6,  246.7  or  304.5 
cubic  feet  of  cargo  capacity. 

Now,  you're  ready  to  pick  your 
engine.  Select  the  economical  3.7 
liter  Slant  Six  or  the  workhorse 
5.2  liter  V-8  on  most  models. 


And  for  the  heaviest  applications,  we 
offer  a  5.9  liter  V-8  on  most  B250 
and  B350  vans. 

Choose  from  a  long  list  of  options. 
Including  special  appearance  and 
convenience  packages.  And  continue 
tailoring  with  windows.  With  or 
without,  or  just  about  anywhere  you 
want  And  a  sliding  side  door,  or 
hinged  doors  that  swing  out 

One  thing  you  won't  have  to 
decide  on  is  die  warranty.  Because 
every  Dodge  van  automatically 
comes  with  the  best  truck  warranty 
in  the  business. 
Only  Dodge  Backs,  Every 
Truck  It  Builds  With 
5/50  Protection,  Standard. 
We  have  so  much  confidence  in  the 
quality  of  the  trucks  we  build,  we 


back  them  with  the  same  warranty 
we  give  the  cars  we  build.  With  our 
standard  5  year  or  50,000  mile 
Protection  Plan*  Nobody  else... not 
Ford,  not  Chevy,  not  the  imports,,, 
does  that  When  we  say  we.build 
tough  trucks,  we  prove  it 

With  choices  that  run  from  the 
efficient  B150  all  the  way  up  to  the 
powerhouse  B350  Maxivan,  Dodge 
has  a  van  that'll  suit  your  business  to 
a  "T".  So,  why  not  schedule  an 
appointment  for  a  fitting  with  your 
Dodge  truck  dealer. 

'Limited  warranty  on  the  engine,  powertrain  and 
against  outer  body  rust-through.  Excludes  leases. 
Restrictions  appry.  See  copy  at  dealer. 

AMERICA'S  BEST  BACKED  TRUCKS 


IUJ(  jtoM  UP  FOR  SAFETY. 


A  Commentary  from 

the  "Recognized  Authority  in  Real  Estate  Appraisal" 

WITHOUT  REAL 
STANDARDS, 
AN  APPRAISAL 

IS  ANYBODY'S 

GUESS. 


Many  factors  have  contributed  to  the  current  crisis 
in  real  estate  finance.  One  is  faulty  appraisals.  This 
problem  has  a  readily  available  remedy. 

The  American  Institute  of  Real  Estate  Appraisers, 
also  known  as  the  Appraisal  Institute,  knows  that  the 
only  way  to  ensure  quality  appraisal  work  is  for  the 
appraisal  profession  to  adopt  enforceable  standards 
nationwide. 

No  industry-wide  standards  of  professional  practice 

have  ever  been  established  for  real  estate  appraising. 
No  laws  require  appraisers  to  belong  to  a  professional 
certifying  organization.  In  fact,  in  most  states  a  person 
can  merely  print  some  business  cards  and  profess  to  be 
an  appraiser,  without  any  real  qualifications  or  training 
whatsoever. 

To  add  to  the  confusion,  there  are  widespread  miscon- 
ceptions about  what  an  appraisal  is  meant  to  accom- 
plish. Some  think  that  when  a  property  is  appraised 
at  a  certain  value,  this  guarantees  its  sales  price.  An 
appraisal  provides  an  estimate  of  the  market  value  of  a 
property  as  of  a  specified  date.  There  are  no  guarantees. 
Real  estate  is  subject  to  the  same  fluctuations  in  value 
as  any  other  commodity. 

There  is  a  solution  to  all  of  this:  the  adoption  of 
national  legislation  estabhshing  uniform  qualifications 


and  standards  for  appraisers.  This  would  be  reinforced 
through  periodic  re-certification  and  continuing  edu 
cation  requirements.  Encouraging  appraisal  clients 
to  understand  what  constitutes  a  proper  appraisal 
would  also  go  far  in  assuring  that  these  standards  are 
followed,  and  would  assist  users  in  evaluating  the 
appraisers  they  hire. 

The  Appraisal  Institute  has  offered  its  own  star, 
dards,  certification  bill,  and  education  programs  as 
models  for  nationwide  appraisal  legislation  and  train 
ing.  Since  1932,  we  have  continually  refined  our  Code 
of  Professional  Ethics,  Standards  of  Professional  Prac 
tice,  and  course  offerings  to  reflect  the  latest  advances 
in  appraisal  methodology.  We  believe  our  standards 
are  the  best  available  measure  of  how  professional 
real  estate"  appraisals  should  be  developed  and  com 
muni  ca  ted. 

As  in  any  other  profession,  appraisers  must  be  re 
quired  to  adhere  to  strict,  enforceable  standards  of 
practice.  With  the  cooperation  of  responsible  members 
of  the  real  estate  industry,  we  believe  the  problem  of 
faulty  appraisals  can  be  resolved. 

During  the  Depression,  the  Appraisal  Institute  con 
fronted  a  crisis  in  real  estate  finance  and  provided  solu 
tions.  Fifty-four  years  later,  we're  still  leading  the  way 
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"We  are  building,"  says  Labor  Secretary 
Brock,  "a  huge  glob  of  permanently 
unemployed  that's  going  to  bubble  up 
through  the  demographic  charts  for  the  next 
30  years — people  who  lack  the  education 
and  skill  to  hold  any  job.  They  number  in 
the  high  hundreds  of  thousands  at  the 
moment,  but  it  will  be  in  the  low  millions  in 
the  near  term.  This  is  an  absolute  insanity 
for  them,  and  for  us." 


is  no  longer  good  enough.  Never  mind  the  number  of 
graduate  engineers  the  U.S.  is  turning  out,  the  failure  most 
directly  affecting  the  job  markets  ahead  has  to  do  with 
basic  skills — reading,  writing,  arithmetic,  thinking.  Al- 
though 86%  of  the  adult  population  has  been  graduated 
from  high  school,  more  than  20%  of  the  work  force  (more 
than  that  in  inner  cities  and  in  places  like  Appalachia)  is 
functionally  illiterate — unable  to  follow  written  direc- 
tions. Labor's  Brock  thinks  there  has  been  an  "abdication 
of  responsibility"  on  the  part  of  the  educational  system. 
The  chief  victims,  of  course,  are  the  students.  "They  have 
a  high  school  diploma  in  their  hands,  and  they  can  neither 
read  nor  write,"  he  says.  "Somebody  ought  to  have  their 
hides  tanned  for  that  tragedy  and  travesty." 

A  serious  effort  to  upgrade  the  U.S.  primary  and  second- 
ary education  system  will  probably  not  depend  entirely  on 
mammoth  infusions  of  fresh  money.  The  U.S.  already 
spends  close  to  twice  as  much  of  its  GNP  on  education  as 
any  other  major  industrial  nation,  and  it  probably  gets  less 
for  its  money. 

What  education  needs — and  is  beginning  to  get  in  many 


parts  of  the  country — is  a  commitment  from  the  local 
communities,  unions  and  teachers  alike,  to  ensure  that 
students  actually  get  the  skills  they  will  need. 

But  the  schools,  as  such,  are  only  one  part  of  the  prob- 
lem. The  other  is  that  the  bulk  of  the  unskilled  have 
already  left  school.  And  it's  going  to  cost  money  to  retrain 
them.  A  lot  of  money.  Already  in  place  are  the  1962  Trade 
Adjustment  Assistance  program,  for  retraining  workers 
displaced  by  imports,  and  the  1982  Job  Training  Partner- 
ship Act,  a  joint  federal-state  effort  to  prepare  the  econom- 
ically disadvantaged  for  the  job  market.  But  their  impact  is 
small,  and  MIT's  David  Birch  thinks  we're  going  to  have  to 
come  up  with  some  sort  of  occupational  insurance.  Some 
of  the  funds  will  come  from  the  workers  themselves,  alone 
or  in  joint  arrangements.  Under  their  latest  wage  agree- 
ment, GM  and  the  UAW  agreed  to  set  aside  5  cents  an  hour 
for  retraining  nationwide.  That's  $50  million  a  year. 

Like  it  or  not,  business  is  going  to  have  to  do  most  of  the 
job  training  itself  if  it's  going  to  get  the  skills  it  needs.  It's 
hardly  a  radical  proposal.  In  effect  doing  remedial  work  left 
undone  by  the  New  York  City  school  system,  Merrill 
Lynch  used  to  teach  basic  English  skills  to  its  office 
workers  in  lower  Manhattan.  Henry  Ford,  no  less,  taught 
his  immigrant  workers  how  to  read  and  write  English  in 
the  early  days  of  the  auto  industry. 

According  to  one  estimate,  U.S.  industry  already  spends 
$30  billion  a  year  on  training  and  retraining,  but  that's  far 
from  enough.  Bill  Brock  believes  government  can  help  by 
providing  tax  incentives,  so  that  retraining  is  not  the  first 
thing  to  be  cut  when  the  economy  goes  into  a  slump  and 
retraining  is  most  needed.  Pat  Choate,  TRW's  director  of 
policy  analysis,  thinks  employers  should  get  as  much  of  a 
tax  incentive  to  invest  in  training  as  they  do  in  machines. 

What  makes  the  problem  especially  troublesome  is  that 
the  mismatches  between  jobs  and  skills,  between  jobs  and 
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workers,  affect  those  segments  of  the  population  that  are 
least  able  to  cope  with  them — minorities  in  general, 
blacks  in  particular.  Blacks  have  been  heavily  represented 
in  industries  especially  hard  hit  by  import  competition — 
autos,  textiles  and  shoes,  for  example — and  they  are  not 
now  much  represented  in  the  occupations  slated  to  grow 
most  rapidly. 

These  problems  may  not  be  responsive  to  the  solutions 
Americans  are  most  fond  of  adopting.  You  won't  necessar- 
ily solve  them  by  throwing  money  at  them  or  concocting 
elaborate  government  programs  to  cope  with  them.  "We 
have  to  figure  out  how  to  invest  in  the  individual,  rather 
than  in  the  institution,"  Birch  says.  What  may  be  needed  is 
people  willing  to  give  individual  time  and  effort  to  help 
people  help  themselves.  The  efforts  of  industrialist  Eugene 
Lang  in  one  New  York  City  school  suggest  what  conceiv- 
ably could  be  done  (see  box,  below).  "These  people  are 


salvageable,"  Pat  Choate  says.  "So  we  should  get  on  with 
it.  But  it  can't  be  the  old  way." 

For  both  the  work  force  and  the  economy  at  large,  the 
future  looks  bright,  possibly  brighter  than  it  has  at  any 
time  since  the  Fifties.  Whether  those  prospects  will  be 
realized  depends  on  how  well  we  address  them  now.  Good 
models  are  available.  The  U.S.'  vision  of  social  justice  has 
always  rested,  not  on  the  equality  in  poverty  produced  by 
most  Utopian  systems,  but  on  the  equality  of  opportunity 
made  possible  by  equal  access  to  education.  The  GI  bill 
enacted  at  the  end  of  World  War  II,  for  example,  proved  to 
be  a  triumphant  low-cost  investment,  handsomely  re- 
warded in  the  decades  since  then.  Now  business  may  have 
to  make  a  similar  commitment  to  the  millions,  even  tens 
of  millions,  that  may  need  such  support  in  the  years  ahead. 
For  the  rest  of  us,  there  is  the  model  of  Eugene  Lang — the 
willingness  to  give  a  part  of  ourselves.  ■ 


The  right  to  dream 


CBS  News  told  the  story  on  Sixty  Minutes  a  few  weeks 
ago,  for  anyone  who  hadn't  already  been  warmed  by 
it:  how  five  years  ago  industrialist  Eugene  Lang,  67, 
went  to  talk  to  the  sixth-grade  graduating  class  at  his 
alma  mater,  P.S.  121  in  East  Harlem,  and  how  he  threw 
away  the  speech  he  had  prepared  and  guaranteed  full 
tuition  for  any  kid  in  the  class  who  could  qualify  for 
college. 

The  prospects  weren't  bright.  These  were  black  and 
Hispanic  inner-city  kids,  and  they  were  going  on  to  high 
schools  that  had  a  dropout  rate  of  75%  and  higher.  Five 
years  have  now  passed,  however,  and  to  the  wonder  of 
the  world,  all  but  1  of  those  59  P.S.  121  graduates  are 
still  in  school.  Lang's  gesture  suggests  that  if  you  can 
make  it  possible  for  inner-city  kids  to  hope,  you  can 
motivate  them  to  stay  with  the  system  long  enough  to 
let  it  work  for  them. 

Sounds  simple.  But  it  wasn't  that  easy.  Realizing  that 
he  couldn't  rely  on  the  schools  to  qualify  those  kids  for 
college,  Lang  began  providing  individual  tutoring  at 
Harlem's  Youth  Action  Program  center  in  remedial 
reading  and  writing  and  SAT  preparation.  He  corralled  a 
young,  full-time  counselor  with  social  work  experi- 
ence, John  Rivera,  to  coordinate  the  agency's  "I  Have  a 
Dream"  project  and  to  keep  tabs  on  the  kids  and  mar- 
shal support  in  their  families.  When  they  got  into 
trouble,  Rivera  got  them  out  of  jail,  saw  that  they 
switched  schools  if  they  fell  into  bad  company  or 
weren't  getting  the  skills  they  needed. 

Though  they  were  dispersed  among  at  least  20  differ- 
ent junior  and  senior  high  schools,  Lang's  kids  came  to 
think  of  themselves  as  something  special,  an  elite.  "We 
created  a  family  for  them,"  Lang  comments,  "some- 
thing many  of  them  never  really  had." 

What  Lang  did,  at  a  cost  of  maybe  $20,000  a  year,  was 
to  establish  that  somebody  cared  about  what  happened 
to  these  kids,  that  the  promises  he  made  were  going  to 
be  kept,  and  that  getting  an  education  was  going  to  pay 
off  in  jobs  and  a  better  life.  In  a  sense,  Lang  says,  timing 
was  everything.  He  got  involved  with  the  kids  in  the 
sixth  grade,  when  they  still  functioned  as  a  group  and 
were  young  enough  to  be  reached. 

"By  saying  'college,'  we've  given  these  kids  the  credi- 
ble right  to  dream.  We  try  to  upgrade  their  aspiration — 
about  what  they  want  to  be,  what  they  want  to  do  with 


Eugene  Lang  with  some  P.S.  121  alumni 

A  choice  between  crime,  drugs  and  a  better  life. 


their  lives — and  so  they  want  to  stay  with  the  system," 
says  Lang. 

The  object,  of  course,  is  to  get  these  kids  into  college, 
if  that  is  what  they  want.  But  what  really  matters,  Lang 
says,  is  that  the  program  provides  an  alternative  to 
crime  and  drugs  and  gives  the  kids  a  chance  to  choose 
what  they'll  do  with  their  lives. 

Can  Lang's  achievement  be  duplicated  elsewhere? 
Lang  thinks  it  can.  Six  other  projects,  with  other  spon- 
sors, are  already  under  way  in  New  York  City.  Lang's 
approach  has  excited  educators,  politicians  and  other 
concerned  people  everywhere.  A  mind,  as  the  United 
Negro  College  Fund  repeatedly  points  out,  is  a  terrible 
thing  to  waste. — J.C. 
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The  middle  class  is  shrinking!  The  middle 
class  is  shrinking!  warns  Lester  Thurow. 
The  reality  is  somewhat  less  dramatic. 

Chicken  Little's 
income  statistics 


By  William  Baldwin 


Warning:  The  U.S.  is  suffer- 
ing a  "surge  in  cconomie  in- 
equality." Middle-class  jobs, 
the  backbone  of  a  democratic  econo- 
my, are  vanishing.  Imports  and  the 
shift  to  a  service  economy  are  to 
blame.  Something  must  be  done. 

Thus  speaks  Lester  Thurow,  Massa- 
chusetts Institute  of  Technology  pro- 
fessor, television  commentator,  News- 
week columnist  and  after-dinner 
speaker.  His  new  Zero-Sum  Solution  is 
a  blueprint — national  industrial  poli- 
cies, labor  laws,  taxes  and  so  on — for 
correcting  the  maldistribution  of  in- 
come. But  don't  brace  yourself  for  the 
coming  class  conflict  just  yet.  First, 
look  more  closely  at  the  statistics 
Thurow  has  used. 


If  the  middle  class  seems  skinny  in 
Thurow's  world — 23.2%  of  the  popu- 
lation— that  may  have  something  to 
do  with  the  way  he  defines  middle 
class.  He  says  it's  households  with 
75%  to  125%  of  the  median  income. 
For  1984  that  would  be  income  be- 
tween $16,800  and  $28,000.  By  that 
definition,  a  fireman  in  Los  Angeles  is 
upper  class.  A  college  English  instruc- 
tor in  Corvallis,  Ore.  is  lower  class. 
Scarcely  the  makings  of  a  Marxian 
struggle. 

Never  mind  how  wide  you  make 
the  bracket,  says  Thurow,  its  popula- 
tion is  still  shrinking,  from  27.1%  16 
years  earlier.  But  why  is  it  shrinking? 
It  has  a  lot  to  do  with  the  influx  into 
the  labor  force  of  young  people  and  of 
women.  The  crowd  depressed  wages 
for  entry-level  jobs.  "There's  no  doubt 


the  kids  entering  the  labor  force  have 
been  having  a  rougher  time  of  it  than 
their  parents,"  says  Fabian  Linden, 
chief  economist  at  the  Conference 
Board  in  New  York  City.  "But  is  this 
the  result  of  the  system's  failure  to 
provide  opportunities?  Or  a  passing 
situation?" 

The  high-paying  jobs  in  autos  and 
steel  are  drying  up.  The  new  openings 
are  at  McDonald's.  That's  bad  for  so- 
ciety, says  Thurow.  The  grim  image 
of  U.S.  workers  sweeping  up  around 
Japanese  computers  is  popular  among 
politicians,  too,  especially  those  advo- 
cating protectionism.  It  simply  isn't 
accurate. 

In  a  study  published  in  //><•  Brook- 
ings Review,  economist  Robert  Z.  Law- 
rence looked  at  worker,  not  house- 
hold, earnings  (there's  a  big  differ- 
ence), and  defined  a  middle-class  job 
as  one  with  weekly  pay  of  $250  to 
$500  in  1983.  Durable  goods  manu- 
facturing has  a  high  proportion  of  jobs 
in  that  range — 50%.  But  government 
employment  is  even  more  middle 
class,  with  55%.  The  transportation, 
communications  and  utility  sector  is 
close  behind,  with  49%.  Finance,  in- 
surance and  real  estate  comes  in  with 
43%.  In  short,  a  services  economy  is 
not  loaded  with  menial  jobs  at  one 
end  of  the  scale  and  executive  jobs  at 
the  other  (see  story,  />  56). 

It's  true  that  some  of  the  occupa- 
tions with  the  largest  expected 
growth  over  the  next  decade,  in  thou- 
sands of  jobs,  are  menial  (janitor, 
nursing  aide).  But  these  arc  large  cate- 
gories to  begin  with.  On  balance, 
there  is  no  evidence  that  the  propor- 


Are  the  rich  getting  richer? 


Lester  Thurow  says  the  income  curve  is  caving  in  at 
the  middle  and  growing  at  the  extremes.  It  doesn't  look 
that  way  here.  These  charts  show  the  distribution  of 
incomes  (including  pensions  and  property  income)  for 
full-time  workers  aged  35  to  44.  That  avoids  variations 
because  of  differing  household  size  and  work  patterns. 


If  Census  Bureau  questionnaires  showed  exact  income 
rather  than  broad  ranges  (such  as  $35,000  to  $50,000), 
the  curves  would  be  smoother — and  likely  would  over- 
lap more  closely.  Workers  reporting  earnings  below  $1 
an  hour,  a  category  that  includes  mostly  farmers  and 
self-employed  people  with  losses,  are  excluded. 


Each  grid  square  equals  1%  of  middle-aged  full-time  workers 
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Better  than  ever  and  out  to  prove  it. 


At  last,  the  world's 
best-selling  portable  computer 
has  a  little  competition. 


17%  lighter         400%  faster 


Introducing 
the  remarkable  new 

COMPAQ  PORTABLE  II 


Now  there's  a  portable  per- 
sonal computer  so  small, 
so  light,  and  so  fast  it  defines  a 
new  industry  standard.  From 
the  same  company  that  set  the 
standard — COMPAQ! 

The  new  advanced-technology 
COMPAQ  PORTABLE  II™  has 
all  the  advantages  of  the  world's 
best-selling  full-function 
portable— the  original  COMPAQ 
Portable— plus  it's  even  more 
portable.  And  it's  far  more 
powerful  than  most  desktop 
computers. 

With  its  80286  microproces- 
sor, the  COMPAQ  PORTABLE  II 
can  run  all  the  popular  business 
software  written  for  IBM"  Per- 
sonal Computers.  At  speeds  three 
to  five  times  faster  than  the 
COMPAQ  Portable,  IBM  PC/XT™ 
and  other  compatibles. 

It's  more  computer 
in  less  space 

Never  before  has  a  computer 
this  small  been  capable  of  so 
much.  Making  the  COMPAQ 


It  simply  works  better. 


PORTABLE  II  30%  smaller  and 
17%  lighter— with  no  reduction 
in  monitor  size  and  a  big  gain  in 
functionality —was  an  engineer- 
ing triumph.  The  result  is  a  full- 
function  ,  advanced  -  technology 
personal  computer  that's  easy  to 
take  on  business  trips  or  carry 
from  desk  to  desk. 

A  computer  for  now 
and  for  the  future 

The  COMPAQ  PORTABLE  II 
excels  in  compatibility.  And 
because  of  its  standard  360- 
Kbyte  diskette  drive  format, 
your  data  diskettes  will  be  fully 
interchangeable  with  other 
COMPAQ,  IBM,  and  compatible 
personal  computers. 

Expandability?  An  optional 
10-Megabyte  fixed  disk  drive 
stores  over  5000  pages  of  data. 
RAM  expands  to  2.1  Megabytes 
without  an  expansion  slot,  and 
with  one  expansion  slot  RAM 
can  expand  to  4.1  Megabytes. 
Since  interfaces  for  the  most 
popular  peripherals  are  already 


built  in,  the  two  expansion  slots 
can  be  used  for  connecting  your 
computer  to  others:  add  a 
modem,  a  networking  board,  or 
a  board  for  communicating 
with  your  mainframe. 

No  compromises 

The  COMPAQ  PORTABLE  II 
puts  tremendous  computing 
potential  within  the  grasp  of 
every  computer  user.  It's  backed 
by  the  service  and  the  support 
of  over  2900  Authorized 
COMPAQ  Computer  Dealers 
worldwide.  Plus,  it's  made  by 
the  undisputed  world  leader  in 
portable  personal  computers. 
And  for  that  title,  there's  no 
competition. 

For  the  name  of  the  dealer 
nearest  you,  call  toll-free  1-800- 
231-0900  and  ask  for  Operator 
16.  In  Canada,  call  (416)  449- 
8741.  In  Europe,  telex 
84117898630AB;  898630 
COMPAQ  TTXD. 

IBM'  is  a  registered  trademark  and  IBM  PC/XT™ 
is  a  trademark  of  International  Business  Machines 
Corporation.  ®1986  COMPAQ  Computer  Corpora- 
tion. AH  rights  reserved. 
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tion  of  low-paying  jobs  in  the  econo- 
my is  increasing,  says  Neal  Rosen- 
thal, chief  of  the  division  of  occupa- 
tional outlook  at  the  Bureau  of  Labor 
Statistics. 

Is  foreign  trade  selectively  killing 
our  middle  class?  Yes,  Korea  is  taking 
away  $17-an-hour  steel  jobs.  But  it  is 
also  taking  away  $6-an-hour  sewing 
jobs.  From  1973  to  1983  600,000  jobs 
in  the  low-paying  textile,  apparel  and 
shoe  industries  disappeared,  more 
than  equaling  job  losses  in  steel,  autos 
and  foundries. 

Thurow  has  another  statistic.  "The 
top  20%  [of  the  population]  is  getting 
a  rapidly  rising  share  of  income. 
That's  not  politically  viable,"  he  says. 
Rapid?  Here  are  the  Bureau  of  the 
Census  numbers:  In  1984  the  top  fifth 
of  U.S.  households  had  45.2%  of  the 
pie.  In  1975  (the  earliest  year  for 
which  such  data  are  available)  they 
had  43.7%. 

The  upper-incomers'  share  is,  nev- 
ertheless, dismayingly  larger  than  the 
share  going  to  the  bottom  fifth,  4%. 
The  top  has  11.4  times  as  much  as  the 
bottom.  Dismaying,  until  you  reflect 
on  some  of  the  things  that  make  the 
"rich"  different  from  the  "poor." 

A  retired  sales  rep,  say,  lives  on 
$18,000 — low  income.  Her  active 
counterpart  has  $50,000 — high  in- 
come. They  might  have  identical  ca- 


reer earnings,  but  they  will  show  up 
in  the  statistics  as  "maldistribution" 
of  income. 

Two  postal  workers,  each  making 
$24,000,  make  up  a  high-income 
household  ($48,000).  Their  friends, 
with  identical  jobs,  get  divorced  and 
drop  into  the  middle  ($24,000).  Statis- 
tically, an  inequality. 

A  college  graduate  works  part-time 
as  a  substitute  teacher  so  he  can  write 
novels.  His  classmate  works  at  a 


_ 


Is  the  middle  class  indeed 
skinny?  Lester  Thurow 
defines  the  middle  class  as 
having  75%  to  125%  of  the 
median  income.  By  that 
definition,  a  fireman  in  Los 
Angeles  is  upper  class. 


bank.  In  Thurow's  statistics,  this  is  a 
social  injustice. 

Is  it  possible  to  compare  incomes 
uncluttered  by  these  age  and  lifestyle 
differences?  Quite  possible,  although 
rarely  done.  Unpublished  tabulations 
at  the  Bureau  of  the  Census  break  up 
the  population  by  hours  worked  and 
age.  Results  are  shown  (see  chart, p.  68) 
for  full-timers  age  35  to  44.  The  mar- 
ried letter  carriers  are  entered  with 
separate  $24,000  figures  (plus,  for 


each,  his  or  her  share  of  bank  interest, 
rents,  etc.).  The  novelist  and  the  retir- 
ee aren't  in  the  group.  Not  surprising- 
ly, the  lopsidedness  diminishes  great- 
ly. The  top  fifth  rakes  in  41%  of  the 
group's  total,  5.7  times  as  much  as  the 
bottom  fifth.  Shares  going  to  the  top 
and  bottom  fifths  are  each  slightly 
smaller  than  in  1974,  while  the  three 
middle  fifths  have  expanded  their 
combined  share  slightly. 

Even  this  breakdown  doesn't  tell 
everything  about  income  fairness.  It 
excludes  noncash  income,  such  as 
food  stamps  and  subsidized  housing 
at  one  end  and  three-martini  lunches 
at  the  other.  It  excludes  income  taxes, 
a  fourth  of  which  are  collected  from 
the  richest  2%  of  taxpayers.  It  ignores 
geography,  treating  the  $1 1,000  secre- 
tary in  Little  Rock  as  worse  off  than 
the  $17,000  secretary  in  New  York 
City,  even  though  the  reverse  is  prob- 
ably true. 

Strip  away  the  legitimate  differ- 
ences and  there  remain,  to  be  sure, 
undeniable  inequities.  Perhaps  the 
most  important  contributor  to  the 
poverty  statistics,  as  Thurow  himself 
points  out,  is  the  fact  that  so  many 
unmarried  teenagers  choose  to  have 
children  they  cannot  support.  That 
they  make  that  choice  is  a  misfor- 
tune, but  to  blame  the  resulting  sta- 
tistics on  the  economy  is  unfair.  ■ 


E»C||ufatC  Presents 

AMERICA'S  GREATEST  STORYTELLERS  ...TO  GO! 


THE 

£»c|jubtc 

COLLECTION 
OF  GREAT  FICTION 


SHORT  STORIES  BY; 


SHAW 
UPDIKE 
STEINBECK 
MALAMt'D 
ROTH 
JONES 
MILLER 
DE  LILLO  „ 
VONNEGliT 
SINGER 
FITZGERALD 
CALDWELL 
MAltER 


Introducing  "The  Esquire  Collec- 
tion of  Great  Fiction."  Short 
stories  by  Kurt  Vonnegut,  John 
Updike,  Norman  Mailer,  and  10 
more  world  famous  authors  on 
6  convenient  audio-cassettes. 

Run  with  them.  Commute 
with  them.  Cook  with  them. 
Relax  and  enjoy  them  anytime, 
anywhere.  The  stories  are  nar- 
rated unabridged  so  that  their 
beauty  may  be  fully  appreciated. 

An  incredible  value.  The  cost  is 
only  $29.95!-a  savings  of  37% 
off  the  single-tape  price.  And 
that  price  includes  a  handsome 
and  durable  carrying  case! 


Listen  to  classic  stories  by  these 
great  authors: 


JOHN  UPDIKE 
PHILIP  ROTH 
JOHN  STEINBECK 
F.  SCOTT  FITZGERALD 
ARTHUR  MILLER 
IRWIN  SHAW 
ERSKINE  CALDWELL 


NORMAN  MAILER 
KURT  VONNEGUT 
ISAAC  BASHEVIS 

SINGER 
JAMES  JONES 
BERNARD  MALAMUD 
DON  De LILLO 


Discover  this  exciting  new 
way  to  "read."  Esquire's  listening 
library  is  a  wonderful  way  to 
enjoy  great  fiction  when  reading 
is  inconvenient  or  impossible. 
Entertainment  from  great  names 
in  literature  brought  to  you  by  a 
great  name  in  publishing— Esquire. 


Mail  to  ESQUIRE.  P0  Box  648.  Holmes.  PA  19043 

□  Please  send  me  sets  ot  "The  Esquire  Collection  ol  Great  Fiction"  Six  audio-cassettes  featuring  the  work  of 

13  great  American  writers  Only  $2995  per  set  plus  $2  50  postage  and  handling  for  each  set  And  all  tapes  are 
guaranteed  for  life 

□  My  check  is  enclosed  (NY  and  PA  residents  please  add  applicable  sales  tax ) 
l  Charge  my 

I  American  Express    J  MasterCard  □  Visa  NAME  


Signature. 
Exp  Dale- 


(Oqurred  lor  altered!  card  rxleisl 


ADDRESS- 
CITY  


Account  IN- 


STATE- 


F02 


Order  by  credit  card:  call  TOLL  FREE  1-800-345-8112.  (8  am  to  11  pm  EST) 
(PA  residents:  1-800-662-2444). 


ESQUIRE  GUARANTEE:  If  any  tape  fails  due  to  quality  of  materials  or  workmanship, 
 Esquire  will  replace  the  tape  FREE... FOREVER.  


Cities/Fairfield,  Iowa 


What  do  Iowa  farmers  and  an  Indian 
guru  have  in  common?  Not  much,  which  is 
really  the  whole  point. 

We  got  mantras 
right  here 
in  River  City 


By  Jeff  Bloch 


Are  you  in  the  metals  markets? " 
barks  the  salesman  into  his  tele- 
L phone.  "Well,  you  should  be!" 
Around  him  are  some  25  other  sales- 
men making  equally  frenzied  pitches 
to  customers.  All  in  all,  this  could  be  a 


boiler  room  anywhere,  except  for  one 
difference.  On  the  wall  of  the  Midwest 
office  of  International  Trading  Group 
hangs  a  picture  of  a  man  more  associat- 
ed with  two-decade-old  memories  of 
curling  incense  smoke  and  music  by 
the  Beatles  than  with  the  money  mar- 
kets of  New  York  City  and  Chicago — 


Maharishi  Mahesh  Yogi. 

Ask  the  people  in  the  room  why 
they  all  seem  so  happy  and  successful 
and  they  will  tell  you,  in  wide-eyed 
earnestness,  that  it  is  because  the 
white-bearded,  balding  Indian  guru 
brought  them  here,  to  the  middle  of 
nowhere.  Welcome  to  Fairfield,  Iowa, 
the  little  town  in  a  peace-and-love 
time  warp,  with  more  mantra-medi- 
tating millionaires  per  acre  than  any- 
where else  on  earth. 

It  is  here,  at  this  wide  spot  in  a  road, 
that  the  current  local  population  of 
about  11,000  has  swelled  in  recent 
years  by  some  3,000  true  believers  in 
Transcendental  Meditation.  Herein 
lies  no  great  business  lesson,  nor  even 
any  social  frictions  of  the  magnitude 
that  were  brought  to  a  head  by  the 
followers  of  another  Indian  guru, 
Bhagwan  Shree  Rajneesh,  in  Oregon 
last  autumn.  Instead,  in  Fairfield,  a 
farm  community  in  the  cornfields  of 
depressed  southeastern  Iowa,  one 
finds  nothing  more  nor  less  than  what 
may  be  the  weirdest  economic  boom- 
let  in  the  country. 

To    passers-through,  downtown 


Meditators  in  the  Maharishi  Patanjali  Golden  Dome  of  Pure  Knowledge 
After  invoking  mantras  to  raise  the  stock  market,  they  make  money. 


Fhere's  a  big  difference 

between  Hertz 
and  its  competition. 

And  it's  not  the  price. 


Compare  on-airport  rent- 
-car  Weekly  and  Weekend 
rices*  and  you'll  find  very 
ttle  difference.  But  compare 
'tvices  and  you'll  find  a  big  difference. 

Customer  Service  Representatives 

Now  Hertz  has 
iustomer  Service 
Representatives  to 
aswer  questions  \ 
nd  help  make 
our  trip  run 
moothly. 


5, 6,  OR  7  DAY  RENTAL 

Subcompacl 

WEEKENDS  PER  DAY 

Subcompacl 

Hawaii  $99 
Houston  $108 
Colorado  $109 
San  Francisco  $128 
Phoenix  $129 
Los  Angeles  $149 

Limited  Availability^ 

Atlanta  $19.96 
Houston  $20.96 
Boston  $21.96 
Chicago  $21.96 
Washington,  D.C.  $2 1.96 
Los  Angeles  $24.96 

24-Hour  Road 
Service 

Just  in  case  of  emer- 


Computerized  Driving  Directions 

Hertz  doesn't  just  rent  you  a  car,  we 
show  you  where  to  go.  We'll  give  you 
printed,  easy-to-read  driving  direc- 
tions. So  you'll  never  have  to  take 
the  "scenic"  route,  unless  vow 
want  to. 


gency,  Hertz  has  24-Hour  Road  Service. 
And  with  over  1,700  locations  in 
the  U.S.  alone,  you  won't. 
have  to  wait  long    iu  — — — ~  -  4 
for  help. 

Frequent  Traveler  Bonuses 

Besides  all  the  other  services 
Hertz  offers,  we  also  have  the 
best  Frequent  Traveler  bonus 
program.  You  can  get  bonus 
mileage  on  any  of  ten  major 
airlines  Frequent  Flyer  programs 
and  bonuses  at 
over  2,000  ho- 
tels worldwide. 
So  come  to  Hertz.  You'll 
notice  the  difference  in  service. 
Not  in  price. 

\bu  don't  just  rent  a  car. 
rent  a  company; 


Hertz 


Hertz  rents  Fords  and  other  fine  cars. 


Reserve  now,  limited  supply  available  at  this  special  rate. 
Comparison  based  on  a  survey  of  2'10/86  of  average  weekly  and  weekend  rates  from  Hertz,  Avis,  National  and  Budget  at  over  80  airports.  Rates  quoted  for  April  1986  rentals.  Available  at  participating 
rport  locations,  are  non-discountable  and  subject  to  change  without  notice.  Weekly  rates  require  7-day  and  weekend  rates  require  24-hour  advance  reservations.  Cars  must  be  returned  to  renting  loca- 
on  or  drop-off  and  higher  rates  and  return  mileage  charges  may  apply.  Taxes  and  optional  refueling  service.  CDW,  PAI  and  PEC  extra  Weekly  icntals  must  be  kept  minimum  of  5  days  and  include  a 
aturday  night;  mileage  charge  for  mileage  over  1,000.  Weekend  rales  only  available  noon  Thursday  to  noon  Sunday  and  have  minimum  rental  periods  and  other  restrictions,  and  include  150  miles  per 
ntal  day,  with  mileage  charge  for  excess.  Holiday  seasonal  surcharges' blackout  periods  may  apply.  Call  your  Travel  Agent  or  Hertz  for  details  at  1-800-654-3131. 

*  REG  U  S  PAT  OFF  c  HERTZ  SYSTEM  INC  1986 


The  logical 
choio 


I, 


f  you  scan  these  pages,  you'll 
begin  to  see  why  a  growing  list 
of  companies  are  choosing  the 
Challenger  601  over  all  competition. 

Worth  a  closer  look?  You'll  find 
that  the  more  in-depth  your  analysis, 
the  better  the  Challenger  601  appears. 

So  whether  you're  upgrading 
one  aircraft,  or  expanding  a  fleet, 
find  out  why  the  highly  acclaimed 
Challenger  601  is  the  logical  choice. 

The  man  to  contact  is  Roger 
L.  Hazelton,  274  Riverside  Ave., 
Westport,  CT  06880.  Tel:  (203)  226-1581. 

IThe  widest  cabin  of  any  corporate 
•  aircraft,  existing  or  under  development. 
Space  to  work,  to  relax,  even  to  stand  up 
and  walk  around. 


2 Intercontinental  range.  Non-stop 
•  from  New  York  to  Paris.  One  stop 
from  L.A.  to  Tokyo. 

O 

"N     Best  fuel  efficiency  in  its  class,  lone 
•  range  or  short.  Reduces  operating 
costs  and  makes  for  exceptional  versatility. 


The  quietest  jet  in  its  class.  Beats 
the  growing  number  of  airport  curfews. 


) Outstanding  reliability.  Configurations 
•  of  its  GE  engines  have  an  incomparable 
bord  with  the  U.S.  military. 


7. 


After-sale  support  that's  second-to- 
none.  Service  centers  on  two 
continents.  Field 
service  reps  on 
24  hour  call. 


8 All  backed  by 
•  Canadair's  expertise  as 
one  of  North  America's  leading  aerospace 
corporations. 


)No  aircraft 
•  in  its  class  has 
fen  certificated  to  the  same  high 
andards  of  design,  safety  and 
liability.  Challenger  certification 
[equalled  only  by  the  latest 
ommercial  airliners. 


Challenger  601.The  logical  choice. 


Photos  l>\  Ml  Jjohvia  Archive 


Jerry  Leah  y  and  his  wife,  Mar/one,  of  Overland  Sheepskin  Co 

Twenty-year-old  memories  of  curling  incense  smoke  and  Beatles  music. 


Fairfield  calls  to  mind  nothing  so 
much  as  a  back-lot  setting  for  Warner 
Brothers'  The  Music  Man.  But  these 
days  the  focus  is  not  on  sharpies  in 
straw  boaters  but  "meditators"  sit- 
ting cross-legged  on  foam  mats  inside 
two  futuristic  domes  on  the  campus 
of  the  fully  accredited  Mahanshi  In- 
ternational University,  about  a  mile 
from  downtown.  There,  in  blissful  si- 
lence, upwards  of  1,500  followers  of 
the  Maharishi  sink  into  deep,  other- 
worldly states  of  consciousness  at  7 
a.m.  daily,  then  get  up,  brush  them- 
selves off  and  head  into  town  to  make 
some  money. 

Some  400  businesses  have  opened  in 
Fairfield  in  the  last  five  years,  ranging 
in  size  from  office-in-the-home  secre- 
tarial services  to  clothing  retailers  like 
Overland  Sheepskin  Co.  ($9  million  in 
1985  sales),  locally  managed  by  Jerry 
Leahy,  a  former  Iowa  bank  president. 
"This  is  a  boom  town,"  asserts  Bruce 
Hauptman,  an  ex-Wall  Street  broker 
who  now  evaluates  investment  man- 
agers for  clients.  "We  found  con- 
sciousness here."  Could  this  be  the 
chapter  Graham  and  Dodd  forgot? 

The  meditators  of  Fairfield  have  a 
mission  far  greater  than  merely  mak- 
ing money.  They  want  to  transform 
the  world.  As  the  Maharishi  has  as- 
sured them,  the  closer  the  number  of 
meditators  in  Fairfield  gets  to  7,000, 
the  more  global  crime  rates  will  drop, 
and  the  higher  the  stock  market  will 
rise.  Says  Fred  Gratzon,  the  39-year- 
old  founder  of  Great  Midwestern  Ice 
Cream  Co.,  and  a  fervent  follower  of 
Maharishi-think:  "It's  important  that 
I'm  making  a  contribution  to  global 
harmony.  If  that  '7,000'  works,  then 
Great  Midwestern  will  be  a  holy  busi- 
ness in  the  history  of  mankind." 

This  sort  of  reasoning  falls  some- 
what flat  on  native  Fairfielders,  who 
find  the  meditators  not  so  much 
threatening  as  rather  goofy.  "The  fact 
that  they  meditate  and  all  that  doesn't 
bother  me,"  says  Bob  Rasmussen, 
Fairfield's  $300-a-month  part-time 
mayor.  "It  used  to  be  I'd  ask  them, 
'What  do  you  want  to  be  when  you 
grow  up?'  " 

The  locals  seem  most  perplexed  by 
the  claim  of  TM-ers  that  under  the 
right  circumstances  they  can  levitate 
into  thin  air.  In  fact,  a  photograph  in 
the  university  course  catalog  shows  a 
grinning  TM-er  sitting  cross-legged, 
12  inches  off  the  ground.  Unfortu- 
nately, when  the  doubting  ask  to  be- 
hold this  miracle  for  themselves,  uni- 
versity officials  politely  decline,  ex- 
plaining that  they  don't  want  to 
create  a  sideshow. 

Whether  they  levitate  or  not,  there 
is  no  denying  that  Fairfield  is  better 


off  economically  for  the  TM-ers.  They 
started  turning  up  after  century-old 
Parsons  College  went  bankrupt  in  the 
early  Seventies  and  the  Mabanshi's 
organization  paid  $2.5  million  to  take 
over  the  240-acre  campus. 

It  was  a  welcome  investment,  con- 
sidering the  only  other  interest  came 
from  the  Iowa  state  board  of  correc- 
tions, which  wanted  to  use  the  facili- 
ty as  a  prison.  Since  then,  the  univer- 
sity has  swelled  to  1,000  students, 
faculty  and  staff  on  campus,  and  TM- 
ers  claim  their  businesses  have  creat- 
ed 1,000  jobs  to  replace  the  loss  of 


some  600  manufacturing  positions 
that  vanished  during  the  last  reces- 
sion and  the  current  farm  crisis. 

And  what  of  the  Maharishi  himself? 
Though  his  acolytes  maintain  a  white 
silk  sofa  ever-plumped  in  the  universi- 
ty's main  meditation  dome  for  his 
arrival,  the  Maharishi  has  in  fact  visit- 
ed Fairfield  only  four  times  in  the  last 
dozen  years.  Mostly,  between  world 
tours  the  guru  spends  his  time  in  a 
private  compound  outside  Delhi,  ap- 
parently preferring  his  native  India  to 
the  endless  flat  reaches  of  the  Ameri- 
can Midwest.  ■ 


Don't  be  fooled 

Am  m  ^  ^     —   -  ^   You  could  buy 

j/  expensive 

\m  •  _          I  road  car  with  belter 

W%lf^n^sv<\^  traction  than  the  $23,000 
111  IlLl TlOriS  BMW  325e:  You  could  buy 
■  ■  ■  ■  ■  m*M  ■  "V^  ■  IWi  a  German-engineered 

oad  car  with  more  interior  room  than  the  $24,000 
Mercedes  190.  One  whose  aerodynamics  surpass  even 
hie  $26,000  BMW  5281  There's  just  one  hitch:  you'll  have 
o  pay  less.  A  lot  less. 

The  Volkswagen  Jetta  comes  equipped  with  a  5- 
peed  transmission,  front-wheel  drive,  power-assisted 
trakes,  rack-and-pinion  steering,  4- wheel  independent 
uspension  with  a  patented  rear  axle  and  one  feature 
io  other  German-engineered  -.  ft 

oad  car  could  ever  imitate—     (Ya  Jhel986  Jetta. 
in  affordable  price.  ^JQC^  $8,345. 

Ifr's  sugg.  retail  price  for  the  1986  model,  rounded  to  the  nearest  SI  ,000.  Excludes  tax,  title,  dealer  prep  and  transportation.  Levels  on  standard  and  optional  equipment  vary. 
VH'r  s  sugg.  retail  price  for  4-door  diesel  base  model,  excluding  options,  tax,  title,  dealer  prep  and  transportation.  Vehicle  shown  with  options:  S8, 805.  All  Volkswagens  are 
.'ered  by  o  2-yeor  Unlimited-mileage  Protection  Plan  and  a  6-year  limited  warranty  on  corrosion  perforation.  See  dealer  for  details  about  theselimited  warranties. 

ctbelis  save  I ives.. [  ^  1986  Volkswagen 


Where  graphic 


It  isn't  that  todays  executive  lacks  information. 
Far  from  it. 

Fact  is.  you  are  deluged  with  information. 

The  problem,  of  course,  is  getting  through  it  all. 
To  get  at  those  relevant  facts  you  need. 

Fortunately,  there  is  a  solution.  The  Smart  Desk 
equipped  with  an  IBM  graphics  workstation. 

This  kind  of  Smart  Desk  lets  you  look  at  easily 
understandable  pictures— such  as  graphs,  charts 
and  diagrams— instead  of  thousands  of  words.  As  a 
result,  you  spend  less  time  making  your  way 
through  data  and  more  time  making  decisions. 

What  s  more,  with  the  graphics  Smart  Desk  the 
time  you  save  isn't  only  your  own.  For  you  can  easily 


translate  the  information  you  need  to  share  into 
charts,  graphs  and  the  like. 

Case  in  point:  the  business  meeting.  According 
to  a  Wharton  School  of  Business  study  on  the  use  of 
overhead  projectors,  time  spent  in  meetings  can  be 
cut  by  some  28%  simply  by  making  greater  use  of 
visuals  such  as  graphics. 

The  Smart  Desk  with  graphics  capabilities  not 
only  makes  it  all  possible,  it  makes  it  all  painless. 
Even  if  you've  never  sat  in  front  of  a  computer 
before. 

With  the  IBM  3270  Personal  Computer  AT/G. 
for  example,  you  can  interact  with  your  company's 
mainframe  computer  or  work  independently.  With 


Hie  Smart  Desk  from  IBM 


peak  faster  than  words. 


What  you  see  here  are  some  of  the  many,  many  words  it  would  take  to 
describe  what's  on  the  computer's  screen.  And  even  these  aren't  enough. 
Here's  what  we  mean.  Sales  began  on  week  12  with  one  unit  sold.  During 
week  13,  four  units  were  sold.  Week  14, 18  units  sold.  Week  15, 20  units  sold. 
Week  16,  48  units  sold.  Week  17,  42  units  sold.  Week  18.  46  units  sold. 
Week  19,  60  units  sold.  Week  20, 125  units  sold.  Week  21, 120  units  sold. 
Week  22, 146  units  sold.  Week  23, 132  units  sold.  Week  24, 149  units  sold. 
And  week  25, 148  units  sold.  By  the  end  of  week  15,  an  upward  trend  was 
indicated.  In  order  to  boost  sales  performance  a  three-day  promotion 
was  run,  beginning  at  week  16.  This  promotion  resulted  in  actually 
lower  sales  figures,  as  they  declined  from  48  at  week  16  to  42  at  week  17, 
and  rising  slightly  to  46  at  the  end  of  week  18.  Following  this  period, 
another  upward  trend  began  with  volumes  up  to  about  125  in  the  next  two 
weeks.  However,  from  that  point  on  sales  became  erratic.  A  study  of 
sales  performance  during  the  last  five  weeks  of  this  period  indicates  an 
approximate  27  unit-per-month  increase  to  date.  However,  the  erratic 
behavior  of  product  sales  (week  20:  125  units  sold,  week  21:  120  units 
sold,  week  22: 146  units  sold,  week  23: 132,  week  24: 141,  and  week  25: 148), 
coupled  with  the  fact  that  volumes  never  hit  the  150  unit  sales  point 
would  indicate  a  leveling  off  of  demand.  Compared  to  expected  normal 
sales  ranges,  a  standard  pattern  was  followed  with  at  no  point  there 
being  any  exceptionally  good  indications.  On  the  contrary,  during 
weeks  18  and  19,  it  was  about  minus  five  to  minus  ten  against  the 
worst-case  of  53  and  76  respectively.  With  the  exception  of  the 
promotional  period — during  which  greater  sales  were  achieved, 
that  is  sales  that  exceeded  the  normal  sales  range — sales  were  con- 
sistently toward  the  lower-end  side.  Even  though  sales  did  not  exceed  normal  sales 
upper  limits,  they  were  favorable  from  a  competitive-position  perspective.  After  the  initial  phase  where 
sales  were  one,  four  and  18  for  the  first  three  weeks,  against  three,  six  and  11  for  the  competition,  we  were 
above  the  competitive  levels  consistently.  It  should  also  be  noted  that  as  our  sales  began  to  flatten,  so  did 
the  competition.  In  week  16,  our  sales  were  at  48  units,  while  the  competitive  product  was  at  18  units.  In 
week  17,  we  were  at  42,  while  the  competitor  was  at  28.  In  week  18,  we  were  at  46,  they  were  at  42.  In  week  19,  we 
were  at  60,  while  they  were  at  58.  During  week  20,  we  were  at  125,  they  were  at  74.  In  week  21,  we  sold  120  units, 
they  sold  87.  Week  22,  we  sold  146,  they  sold  94.  Week  23,  we  experienced  a  decline  in  sales  to  approximately 
132  units.  Our  competitor,  on  the  other  hand,  was  at  97  units.  In  week  24,  we  were  at  149,  and  they  were  at  96.  In 
the  25th  week,  the  final  week  of  tracking  sales,  our  sales  were  at  148,  while  our  competitor's  were  at  95. 


our  3270  PC  AT/G.  you  can  draw  detailed  designs 
and  sketches  in  a  variety  of  colors.  Even  create  foils 
and  maintain  files  of  pictures  for  presentations. 

And,  of  course,  you  can  do  all  the  things  with  the 
3270  PC  AT/G  that  you  can  do  with  a  3270  PC  AT. 
You  don't  need  two  different  workstations. 

There  is  an  IBM  graphics  workstation  ready  to 
make  almost  any  desk  a  Smart  Desk.  All  with  the 
kind  of  high  resolution  that  makes  for  maximum 
clarity  and  readability.  And  every  one  is  backed  by 
IBM's  commitment  to  service  and  support. 

If  speeding  the  flow  of  information  interests  you. 
perhaps  you  should  investigate  a  means  for  accom- 
plishing precisely  that. 

The  Smart  Desk. 

One  place  where  graphics  not  only  speak  faster 
than  words,  they  speak  for  themselves. 


To  receive  literature,  call 
1 800 IBM-2468.  Ext.  7. 
or  send  in  this  coupon. 


IBM  3-24 

DRM,  Dept.  LZ/7 
101  Paragon  Drive 
Montvale,  NJ  07645 

□  Please  send  me  liter  ature  on  IBM  graphics  workstations. 

□  Please  have  an  IBM  marketing  representative  contact  me. 


Name- 
Title— 


.Phone. 


Company- 

Address  

City  


.State_ 


.Zip_ 
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Condo  prices  can  only  rise?  What  about 
these  fancy  Los  Angeles  units  that  had  to 
fall  by  nearly  half  before  buyers  appeared? 

Supply  and 

demand 
on  Wilshire 


By  Ellen  Paris 

No  one,  not  even  southern  Cali- 
fornia condominium  develop- 
ers, can  levitate  prices  indefi- 
nitely. Not  for  want  of  trying,  mind 
you.  From  1981  to  1983,  a  handful  of 
developers  built  nine  luxury  condo 
projects,  comprising  801  units,  along 
a  1.1 -mile  stretch  of  Wilshire  Boule- 
vard just  west  of  Beverly  Hills. 

The  prices  were  Houdini-esque. 
Two-bedroom  apartments  in  the  Ten 
Five  Sixty  building  were  listed  from 
$551,000  to  over  $1  million.  The 
three-bedroom  penthouse  at  Wilshire 
House  was  offered  at  $11  million,  in- 
cluding a  "free"  Rolls-Royce. 

Skeptics,  including  this  magazine 
(Apr.  26,  1982),  doubted  the  Wilshire 
Corridor  condos  would  sell  at  such 
prices.  But  most  of  the  developers 
held  their  prices  or  cut  them  trivially. 
By  July  1985,  with  only  258  of  the  801 
units  sold,  five  of  the  nine  buildings 
had  been  repossessed. 

Thus,  events  have  proved  the  skep- 
tics right.  Now  prices  are  dropping 
and  the  lights  are  coming  on  along  the 
Wilshire  Corridor.  Take  the  Ten  Five 
Sixty  building.  In  June  1984  Delphi- 
nance  Development  Corp.  bought  the 
note  from  Crocker  Bank.  At  the  time 
only  10  of  Ten  Five  Sixty's  108  units 
had  been  sold.  So  last  fall  Delphi- 
nance  cut  most  of  its  prices  almost  in 
half — a  two-bedroom  unit  on  the 
third  floor  that  was  originally  offered 
at  $551,000,  for  example,  was  cut  to 
$311,000.  As  a  result,  Delphinance 
has  now  closed  on  59  units;  another 
30  are  in  escrow. 

A  few  blocks  down  the  Corridor,  at 
number  10430,  is  the  114-unit  Mira- 
bella.  When  they  came  on  the  market 
in  1982,  Mirabella  units  were  priced 
at  $262  to  $459  a  square  foot.  No 
takers.  By  September  1983  the  asking 


Alan  Levenson 


The  Wilshire  House 
Prices  down,  sales  up. 


prices  had  drifted  down  to  $227  to 
$442  a  square  foot.  Still  few  takers.  In 
March  1985  First  Interstate  Bank  of 
California  brought  in  Lowe  Enter- 
prises, which  specializes  in  liquidat- 
ing foreclosed  bank  properties,  to 
move  the  units. 

Last  May  Lowe  slashed  Mirabella 
prices  to  an  average  $194  a  square 
foot,  and  promised  its  sales  force  Rio 
de  Janeiro  at  Carnival  time  if  they 
sold  out  the  Mirabella  by  November. 
The  price  cuts,  and  the  incentive, 
worked.  The  Mirabella  is  sold  out. 

"Prices  before  didn't  make  sense," 
says  Mickey  Kavanau,  a  Los  Angeles 
decorator  who  with  her  husband  just 
paid  around  $400,000  for  a  two-bed- 
room Mirabella  unit  that  had  been 
priced  at  about  $600,000  in  1983. 

Despite  building  owners'  predic- 
tions that  all  the  buildings  will  be 
sold  by  August,  there's  no  need  to 
hurry — $400,000  is  a  lot  to  pay  for  two 
bedrooms,  even  in  California.  At  last 
count  there  were  78  units  for  sale  on 
the  Corridor;  another  178  are  current- 
ly leased  but  could  go  on  the  market 
when  the  leases  expire.  Still,  there  are 
some  tempting  bargains. 

Even  the  most  expensive  property 
on  the  Corridor,  the  66-unit  Wilshire 
House  at  number  10601,  is  finding 
takers.  When  the  banks,  led  by  Irving 
Trust,  took  possession,  just  one  unit 
had  been  sold.  Selling  prices  have  fall- 
en from  $609  to  $769  per  square  foot 
in  1983  to  about  $300  to  $450  per 
square  foot.  That  $11  million  pent- 
house is  now  $5.8  million — but  sorry, 
no  Rolls.  In  the  last  four  months  more 
than  70%  of  the  Wilshire  House  units 
have  been  sold,  and  to  some  very  dis- 
criminating buyers. 

"When  the  prices  came  down  it 
made  economic  sense  to  buy,"  says 
Gene  Rosenfeld,  one  of  the  country's 
leading  merchant  builders,  who 
bought  two  Wilshire  House  units  in 
September.  "I  know  I  got  a  good  deal." 

Not  everyone  is  so  happy.  "We 
won't  get  all  our  interest  or  principal 
back  on  these  transactions,"  concedes 
Dan  Denison,  a  senior  vice  president 
at  First  Interstate.  Crocker  is  said  to 
have  lost  an  estimated  $12  million  on 
the  Ten  Five  Sixty  building.  And  Se- 
curity Pacific,  which  sold  the  109- 
unit  L'Elysee  to  an  investor  group  in 
late  1984,  says  it  will  be  lucky  to 
break  even. 

But  the  biggest  losers  must  be  the 
handful  of  foolish  people  who  paid 
initial  asking  prices  for  their  units  a 
few  years  back.  Remember  them  the 
next  time  some  smoothy  pushing 
condos  in  New  York,  Palm  Springs, 
Fort  Lauderdale  or  wherever  insists 
prices  can  only  go  up.  ■ 


CADDCC    \^AD/"U  T  A     1  QfiA 


GUARANTEED 
NOT  TO  TURN  SOUR 
IN  YOUR  | 
PORTFOLIO. 

T 

J. here's  a  ready  market  for  bonds  guar- 
anteed by  the  Municipal  Bond  Insurance  Association. 

They're  attractive  to  investors  because  every  MBIA- 
nsured  bond  carries  Triple-A  credit  ratings  from  both 
Standard  &  Poor's  and  Moody's.  And  a  guarantee  backed 
by  the  full  resources  of  MBIA-an  association  of  five  major 
insurance  companies  who  have  been  in  business  an 
(average  of  115  years. 

That's  why  MBIA-insured  bonds  are  always  mar- 
xetable.  You  can  use  them  to  give  your  portfolio  the 
(advantage  of  guaranteed  income  while  at  the  same 
ime  having  the  freedom  to  sell  when  that's  desirable. 

It's  because  MBIA  bonds  are  so  solid,  that  they 
stay  so  liquid. 

For  more  information  about  these  grade 
Triple-A  investments  write:  MBIA,  Dept.  C,  445 
jHamilton  Avenue,  Box  788,  White  Plains,  NY  10602. 
We'll  deliver. 


MBIA 

We  guarantee  the  public  interest "  nHHHHV 

The  member  companies  ol  Ihe  Municipal  Bond  Insurance  Association  and  their  share  ot  the  guarantee 

The  Aetna  Casualty  and  Surety  Company  (33%)  ■  Firemans  Fund  Insurance  Company  (30%)  ■  The  Travelers 

Indemnity  Company  (15%)  ■  Aetna  Insurance  Company  (12%)  •  The  Continental  Insurance  Company  (10%) 


©  Municipal  Bond  Insurance  Association,  White  Plains,  NY  1986 


The  Up  &  Comers 


Lessons 


Successful  franchising,  says  CutCo's  Rich- 
ard Stanley?,  depends  on  ''building  rela- 
tionships with  people. "  So  why  isn  't  his  hair 
salon  business  doing  better? 

The  cutter 
gets  clipped 


By  Richard  Behar 


T|  o  judge  from  his  words,  Rich- 
ard Stanley  has  what  it  takes  to 
build  a  successful  franchising 
business.  "It's  building  relationships 
with  people,"  says  Stanley,  who  runs 
Jericho,  N.Y. -based  CutCo  Industries, 
Inc.,  the  U.S.'  oldest  and 
largest  hair  salon  franchi- 
sor. "That's  not  some- 
thing you  can  do  in  a  hur- 
ry," he  adds.  "It's  a  brick- 
at-a-time  business." 

Judging  from  Stanley's 
performance,  however, 
actually  building  relation- 
ships is  harder  than  talk- 
ing about  it.  Back  in  1959, 
his  pioneering  parents, 
Karl  and  Lillian,  were  the 
first  to  franchise  haircut- 
ting  salons.  Karl  Stanley, 
respected  by  his  franchi- 
sees, died  in  1982,  and 
Richard,  now  43,  assumed 
command.  Lillian,  72, 
still  sits  on  the  CutCo 
board.  The  family  owns 
about  33%  of  the  compa- 
ny, which  now  encom- 
passes 572  franchised  sa- 
lons and  58  company- 
owned  outlets,  most 
operating  under  the  Great 
Expectations  or  Hair- 
crafters  names. 

Profitability?  Better  not 
to  ask.  Last  year  CutCo 
earned  a  paltry  $620,000 
on  revenues  of  $17.6  mil- 
lion,    and  systemwide 


sales  of  $119  million.  The  stock, 
which  reached  I6V2  in  1983,  today 
trades  a  hair  under  4. 

What  happened?  The  answer  seems 
to  confirm  Richard  Stanley's  belief 
that  successful  franchising  depends 
ultimately  on  happy  relations  be- 
tween   franchisor    and  franchisee. 


CutCo 's  Richard  Stanley 

CutCo  as  an  investment?  "We  won't  comment. 


While  some  of  his  franchisees  are  sat- 
isfied with  the  relationship,  many  are 
not.  "Arrogant,"  says  one  leading; 
franchisee  of  Stanley.  "Abrasive," 
echoes  a  second.  (These  and  many 
other  franchisees  asked  not  to  be 
named  for  fear  of  retribution.) 

"Richard's  biggest  mistake,"  grum- 
bles Ernest  Arnold,  who  operates  15 
salons  in  Washington,  "is  that  he's 
got  all  our  [franchisees']  years  of  expe- 
rience and  he  doesn't  use  it." 

Such  complaints  surprise.  Run 
well,  CutCo's  Great  Expectations  and 
Haircrafters  outlets  can  earn  nice 
money  for  the  franchisee.  He  or  she 
pays  CutCo  an  upfront  $18,000  fran- 
chise fee  and  forwards  6%  of  the 
weekly  gross  (3%  in  the  case  of  the 
area  distributors)  to  the  franchisor. 

One  successful  franchisee  says  one 
of  his  Great  Expectations  outlets 
grosses  just  over  $300,000  a  year  from 
an  average  375  customers  a  week, 
mostly  at  $15  each.  He  pays  his  eight 
haircutters  an  average  $12,000  annu- 
ally (excluding  tips).  After  other  ex- 
penses (mainly  rent,  supplies,  adver- 
tising and  CutCo's  royalty)  the  outlet 
earns  around  $50,000  pretax.  Squeeze 
that  out  of  three  or  four  outlets,  and 
you're  doing  okay — though  it  should 
be  noted  that  the  typical  CutCo  outlet 
grosses  about  $225,000. 

Yet  Stanley  appears  to  have  con- 
vinced many  of  CutCo's 
successful  franchisees 
that  they  can  do  better 
without  CutCo's  help 
than  with  it.  CutCo,  they 
complain,  spends  next  to 
nothing  on  national  ad- 
vertising and  pays  only 
nominal  attention  to  hir- 
ing and  training  cutters 
for  franchisees. 

"We  were  led  to  believe 
that  we  would  receive  ser- 
vices [from  CutCo]  if  we 
needed  them,"  says  fran- 
chisee Thomas  Matyassy, 
who  runs  one  salon  in  At- 
lanta and  four  in  Florida, 
including  a  Miami  salon 
that  grosses  over  $600, 000, 
the  second-biggest  in  the 
Great  Expectations  chain. 
"But  I  haven't  seen  anyone 
from  headquarters  in  about 
three  years." 

Like  many  franchisors, 
CutCo  likes  to  sell  its 
franchisees  equipment 
and  supplies.  Last  year 
$456,000  of  CutCo's  $1.2 
million  pretax  operating 
profit  was  derived  from 
such  sales.  But  pushing 
equipment  and  supplies 


can  be  a  risky  business. 

Until  last  summer,  Dennis 
Naughton  operated  five  salons,  in- 
cluding CutCo's  largest — a  Lake- 
wood,  Calif.  Great  Expectations  that 
grossed  over  $800,000.  In  total,  he 
says,  he  provided  CutCo  with  about 
$115,200  in  annual  royalties. 

Naughton  had  developed  a  motif 
that  departed  from  CutCo's  standard 
brown-and-orange  interiors  (since 
changed  to  pumice  and  blue).  CutCo 
said  nothing,  he  says,  until  last  spring, 
when  he  asked  it  to  license  two  new 
outlets.  CutCo  asked  if  he  planned  to 
buy  CutCo's  haircutting  equipment. 
Naughton  said  no,  and  the  company 
refused  to  license  the  new  outlets  un- 
less the  stores  converted  to  the 
CutCo-approved  color  and  design 
scheme.  Instead,  Naughton  quit  and 
now  operates  three  of  his  own  cutting 
outlets.  CutCo  is  suing  for  breach  of 
contract,  and  won't  comment. 

Meanwhile,  with  competition  heat- 
ing up  from  fast-growing  chains  like 
SuperCuts  and  Fantastic  Sam's, 
CutCo  in  1983  tried  in  vain  to  diversi- 
fy into  restaurants  and  computer  soft- 
ware stores.  More  recently,  Stanley 
has  been  pushing  to  open  his  own 
haircutting  outlets.  The  results  are 
not  impressive.  Last  year  CutCo's  60 
owned  and  operated  outlets  (2  have 
since  closed)  earned  barely  $248,000, 
pretax,  on  revenues  of  $11  million — 
$4,133  on  average  per  outlet. 

If  Stanley's  company-owned  outlets 
haven't  earned  him  much  money, 
they  have  earned  ill  will  from  some  of 
CutCo's  franchisees,  who  feel  CutCo 
competes  with  them  directly.  A  lead- 
ing franchisee  says  he  turned  down  a 
salon  15  miles  from  one  of  his  East 
Coast  Great  Expectations  stores,  be- 
lieving the  location  was  overpriced. 
CutCo  itself  took  the  lease,  began  of- 
fering haircuts  and  services  at  up  to 
50%  below  the  established  franchi- 
see's rates,  and  then,  last  winter,  shut 
down.  Says  the  franchisee:  "If  I  could 
break  away,  I'd  do  it  in  30  seconds." 

Richard  Stanley  denies  he  is  com- 
peting with  his  franchisees  and  that 
there  is  anything  missing  in  his  peo- 
ple skills.  The  grumbling,  he  insists, 
is  nothing  more  than  the  expected 
spats  between  franchisor  and  franchi- 
see in  any  business.  He  notes  he  has 
recently  started  a  franchisee  advisory 
council;  even  some  of  his  harshest 
critics  feel  Stanley  may  soon  begin 
courting  them  with  higher-level  ad- 
vertising and  training  support. 

"I  won't  make  any  comments  about 
CutCo  as  an  investment,"  Stanley 
states.  But  unless  he  can  warm  many 
of  his  franchisees'  feelings  towards 
him,  he  doesn't  have  to.  ■ 


HOTEL 

LAZA  ATHEN 

NEW  YORK 


A  class  of  one  in  New  York. 
A  class  of  two  in  the  world. 


Hotel  Plaza  Athenee  Hotel  Plaza  Athenee 

37  East  64th  Street  25  Avenue  Montaigne 

New  York,  New  York  10021  75008  Paris 

212-734-9100  47.23.78.33 

A  member  of 

trusthouse  forte  exclusive  hotels®  'The^Jeadm^Hotels  ofthe^Worid* 

800-223-5672  (800)  223-6800 


The  Tiffany  Silver 
That  Never  Needs  Polishing 

T 

.tiffany's  Corporate  Division  introduces  a  new  service 
available  only  to  corporate  clients:  The  Silver  Certificate. 

The  Certificate  is  a  simple  and  most  appropriate  way 
to  thank  successful  colleagues  and  important  clients.  The 
recipient  may  use  it  to  choose  his  own  gift  from  Tiffany's 
extensive  collections  of  jewelry,  china,  crystal,  silver, 
leather  and  timepieces. 

Available  in  denominations  of  525,  $50  and  $100, 
Tiffany's  Silver  Certificate  can  be  ordered  through  your 
Corporate  Division  representative.  fl^HHHHHHHfl| 


To  open  a  corporate  account, 
please  call  Lynn  Manley  at : 


TIFFANY  &C0. 

NEW  YORK  •  BEVERLY  HILLS  •  CHICAGO  -  DALLAS'  HOUSTON 
BOSTON  •  ATLANTA  •  SAN  FRANCISCO  •  PHILADELPHIA  ©T &.  CO.  1986 
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Chrysler  technology  makes  Made 


The  1986  Chrysler  LeBarons  are  the  most 
technologically  advanced  LeBarons  ever.  This  is  a 
series  of  cars  that  expresses  Chrysler's  commit- 
ment to  be  the  best. 

This  year  they're  re-designed  with  gracefully 
I  ted  new  lines  and  meticulous  detailing. 

They're  re-equipped  with  even  more  stan- 


dard features  than  Buick  Century. 

A  new  larger  2.5-liter  engine  is  available 
and  electronic  fuel  injection  is  standard.  Or  you 
may  choose  a  turbocharged  engine  that  gives 
you  the  power  of  a  V-8  with  the  fuel  efficiency 
of  a  four  cylinder 

Whatever  LeBaron  you  choose,  you  enjoy 


■Mre-d  warranty  at  dealer  Excludes  leases  Restrictions  apply. 


n  America  mean  something  again. 


:he  confidence  of  front-wheel  drive  handling,  and 
the  comforts  of  Chrysler  luxury. 

And  LeBaron  s  protection  is  outstanding, 
/our  engine,  drivetrain  and  even  your  turbo  are 
Sacked  by  a  5-year  or  50,000-mile  Protection  Plan, 


while  outer  body  rust-through  is  cover- 
ed for  the  same  period* 

Test  drive  LeBaron  at  your  Chrysler- 
Plymouth  dealer,  where  purchase  or 
lease  may  be  arranged. 


Chrysler 


Division  of 
Chrysler  Corporation 


THE  COMPETITION  IS  GOOD  WE  HAD  TO  BE  BETTER. 


Buckle  up  for  safety. 


The  Up  &  Comers 


Strategy 


How  do  you  beat  the  Asians  and  get  rich  on  checkbook 
covers  and  vinyl  clocks?  "Take  the  obvious  and  make  it 
better, "  answers  Alan  Levenson,  who  knows. 


Cut  vinyl 


By  Marc  Beauchamp 


Fast-talking  Alan  Levenson, 
founder  of  Los  Angeles'  $23  mil- 
lion (1985  sales)  Small  World  Greet- 
ings, couldn't  care  less  where  the  dol- 
lar is  headed.  "My  strategy,"  says  Lev- 
enson, "is  to  get  in,  do  my  game, 
perfect  it,  then  walk  away  after  I've 
had  my  18  months." 

Levenson's  Small  World, 
privately  owned  by  him  and 
his  brother  Edward  and 
childhood  friend  Jack  Shaw, 
grinds  out  vinyl  gift  and 
stationery  items  ranging 
from  checkbook  covers, 
briefcases  and  scratch  pads 
to  wall  clocks  and  personal 
organizers,  all  of  which  re- 
tail below  $40. 

This  is  the  sort  of  stuff 
that  flows  from  Asian  fac- 
tories by  the  boatload.  Yet 
Levenson  makes  almost  all 
of  his  products  in  his  fac- 
tory in  central  Los  Angeles. 
He  can't  cut  vinyl  cheaper 
than  the  Taiwanese,  but  he 
can  do  it  faster  and  with 

more  variety.  That,  in  the   

faddish  gift  business,  is  his  edge. 

"You  take  checkbook  covers,"  Lev- 
enson says.  "You  go  to  Taiwan,  you're 
committing  to  5,000  red  [covers], 
'cause  that's  all  they'll  do  as  a  mini- 
mum run  of  red.  I  have  48  different 
colors  in  the  line.  We're  trying  to 
make  to  order.  So  if  we  can  just  keep 
100  [of  each  item]  on  the  shelves,  we 
keep  our  inventories  down  and  we  can 
price  better." 

To  help  keep  prices  low,  Levenson's 
factory  taps  the  pool  of  cheap  Hispan- 
ic labor  in  East  Los  Angeles'  barrios, 
where  he  can  hire  a  set  of  nimble 
hands  for  $35  a  day.  But  Levenson's 
real  point  is  that  the  gift  game  is  jun- 
gle war.  He  looks  for  one  big  product 
a  year.  He  mass-produces  and 


moves  it,  then  gets  out  before  the  fad 
fades.  In  1981  and  1982  it  was  person- 
alized night-lights  for  kids,  then  chil- 
dren's sticker  books.  At  the  moment 
it's  organizers,  vinyl  wall  clocks  and  a 
line  of  fashionably  colored  mock- 
suede  briefcases  and  accessories 
aimed  at  working  women.  These 
three  items  will  account  for  70%  of 
revenues  this  year,  which  Levenson 


Small  World  President  Alan  Lei  •enson 
"The  Taiwanese  wouldn't  understand. 


Take  those  organizers,  the  purse- 
size  binders  that  young  career  women 
(and,  to  a  lesser  extent,  men)  are  con- 
vinced will  add  hours  to  their  produc- 
tive time.  Levenson's  competitors  re- 
tail their  organizers  at  anywhere  from 
$40  to  $100  and  more.  Small  World's 
vinyl-bound  organizers  go  for  $25  and 
are  easy  to  figure  out.  His  competi- 
tors' organizers,  he  says,  "were  either 
too  basic,  or  you  needed  a  Ph.D.  to 
figure  them  out." 

Organizers  have  something  else  go- 
ing for  them:  the  refills.  Levenson  has 
designed  a  store  display  offering  104 
refill  inserts  in  seven  categories,  in- 
cluding health  and  fitness,  gourmet, 
household  and  financial.  Concept: 
Customers  can  design  organizers 
around  their  own  lifestyles.  "The  Tai- 
wanese wouldn't  understand  90%  of 
the  inserts,"  Levenson  says,  "but  you 
would  because  they're  geared  to  you." 

Moving  swiftly  and  surely  through 
the  gift  fads  has  bought  Levenson, 
still  only  38,  a  Southern  California 
life  only  Lifestyles  of  the  Rich  and  Fa- 
mous could  fully  appreciate.  He  start- 
ed Small  World  in  1969  with  a  $3,600 
Aguiien-Heiiwcg  ioan  from  his  father,  Sol,  a 
Santa  Monica  jeweler.  His 
entire  line  consisted  of  12 
greeting  cards  based  on 
black  and  white  photos  of 
smiling  children.  He  moved 
up  to  posters,  which  stu- 
dents loved,  and  followed 
the  students  out  of  school 
with  boxed  stationery.  In 
the  mid-1970s  he  started 
cutting  vinyl  checkbook 
covers  and  address  books 
decorated  with  pen-and-ink 
drawings  of  animals. 

Today  Levenson  lives  in 
a  35-room  Tudor  mansion 
in  South  Pasadena,  built  in 
the  1920s.  There  is  a  lot  of 
18th-  and  19th-century 
French  furniture  and  a  cou- 


estimates  will  top  $33  million.  Prof- 
its? He  hopes  at  least  $2  million. 

Levenson  says  he  can  bring  an  item 
to  market  in  three  months,  compared 
with  18  or  24  months  for  his  major 
U.S.  competitors,  Hallmark  and 
American  Greetings.  "They're  knock- 
ing off  last  year's  hits,"  he  scoffs.  "By 
the  time  they're  big  in  vinyl  clocks, 
we'll  be  into  20  new  things." 

We  are  not  talking  high  concept 
here.  Levenson's  notepads  and  gift 
cards  are  adorned  with  cutsie  cartoon 
Scottie  dogs,  penguins,  bears  and  ele- 
phants. Hearts  are  big.  No  royalty 
payments  for  these.  Levenson  doesn't 
try  to  start  trends:  He  waits  for  a  trend 
to  start,  then  jumps  aboard  with  a 
better,  or  cheaper,  product. 


pie  of  18th-century  English  paintings. 
He  owns  six  cars,  including  a  1964 
Rolls-Royce  Flying  Spur  he  says  was 
once  owned  by  Joseph  Kennedy  Sr. 
But  he's  not  a  total  sybarite.  Levenson 
is  a  generous  supporter  of  the  Make- 
A-Wish  Foundation,  which  grants  the 
final  wishes  of  terminally  ill  children. 

After  organizers,  what?  Levenson 
doesn't  know.  Mirrors,  maybe,  or  bev- 
eled glass  items.  The  product  doesn't 
matter.  The  mindset  does.  Levenson's 
parting  advice:  "We  try  to  take  the 
obvious  and  make  it  better.  Brief- 
cases? I  brought  briefcases  out  of  the 
dungeon  and  boutiqued  them. 
Clocks?  They  told  me  wall  clocks 
were  dead.  I'm  going  to  sell  a  million 
this  year."  ■ 


iUN,  SAFETY  AND  THE  VOLUNTEERS.  At  a  moment's  notice,  Jackie 
Vest  is  ready  to  trade  his  Sun  safety  helmet  for  that  of  a  fire  captain.  He's  just 
>ne  of  the  Sun  people  from  our  Marcus  Hook,  Pennsylvania,  refinery  who 
erve  their  local  communities  as  volunteer  firefighters. 

As  Jackie  can  tell  you,  the  safety  training  they  get  while  producing  millions 
if  gallons  of  Sunoco  gasoline  each  day  makes  them  experts  at  fire  prevention. 

"At  the  refinery,  one  of  our  most  important  jobs  is  safety.  We  train  and  drill 
iBgularly.  In  fact,  Sun  sends  some  of  us  to  special  firefighting  schools. 

"It's  only  natural  that  we  use  this  experience  to  serve  our  families,  friends 
nd  neighbors." 

At  Sun,  we  think  putting  our  energy  back  into  the  community  is  just  as 
Tiportant  as  getting  it  out. 

INHERE  THERE'S  SIM 
THERE'S  ENERGY 


Take  heart,  U.S.  manufacturers.  Japanese 
exporters  are  not  invincible.  Consider 
Konisbiroku  Photo  Industry. 


Japan's  Kodak 


By  Marc  Beauchamp 


T|  he  fortunes  of  Tokyo-based 
Konishiroku  Photo  Industry 
Co.,  Ltd.  provide  a  heartening 
reminder  that,  adroit  as  they  are,  Japa- 
nese businesses  are  not  run  by  super- 
men. Konishiroku  is  Japan's  equiva- 
lent of  Eastman  Kodak:  a  proud  name 
unable  to  move  with  the  times.  It  was 
started  in  1873 — seven  years  before 
Kodak — when  Sugiura  Rokusaburo 
returned  to  Tokyo  from  an  exposition 
in  Yokohama  and  convinced  his  em- 
ployer, the  Konishi  drugstore,  that 
there  was  money  to  be  made  selling 
the  newfangled  photographic  prod- 
ucts coming  out  of  the  U.S.  and  Eu- 
rope. Konishi  agreed,  and  allowed  Ro- 
kusaburo to  set  up  an  independent 
company  using  its  name. 

Rokusaburo  racked  up  an  enviable 
list  of  product  innovations.  His  com- 
pany introduced  Japan's  first  commer- 
cially produced  camera  (1903),  Japan's 
first  X-ray  film  (1933),  Japan's  first 
color  film  (1940),  the  world's  first  sin- 
gle lens  reflex  camera  with  a  built-in 
exposure  meter  (1960),  one  of  the  first 
Japanese  plain  paper  copiers  (1971) 
and  the  world's  first  automatic-focus- 
ing compact  camera  (1977).  Revenues 
last  year  were  $1.5  billion. 

Unfortunately,  Konishiroku's  tech- 
nological prowess  has  been  offset  in 
recent  years  by  marketing  ineptitude. 
Konishiroku  has  sold  its  Konica  cam- 
eras in  the  U.S.  for  more  than  30 
years,  its  film  since  1968.  The  cam- 
eras are  excellent.  The  film  wins  good 
reviews  in  trade  journals.  Yet  few  but 
photo  buffs  buy  the  products.  Koni- 
shiroku's shares  of  the  U.S.  camera 
and  film  market  are  negligible. 

The  company  might  prefer  to  forget 
what  Konishiroku  is  known  for  in  the 
U.S.  In  1979  it  bought  its  first  chunk 
of  the  Fotomat  chain  of  photofinish- 


ing  stores.  How  Konishiroku  came  to 
be  embroiled  in  what  one  analyst  at  a 
Japanese  securities  house  calls  "a  cor- 
porate Vietnam"  provides  ample  evi- 
dence that  "Japan  Inc."  is  a  myth. 
There  are  individual  firms  there, 
some  less  successful  than  others. 
When  Konishiroku  first  approached 


mat's  3,820  photofinishing  kiosks  as  a 
cheap,  no-risk  way  into  the  market. 

Konishiroku  initially  paid  $12.3 
million  for  8%  of  Fotomat.  In  return, 
Fotomat  would  market  Konishiroku 
film  under  the  Fotomat  name  and  use 
Konishiroku's  printing  paper  as  well. 
"We  wanted  to  use  Fotomat  as  a  way 
to  acquire  more  retail  knowhow  in 
the  U.S.,"  Konishiroku  President  Me- 
gumi  Ide  explains. 

But  soon  after  Konishiroku  bought 
in,  Fotomat  began  to  falter  as  drug- 
stores, supermarkets  and  one-hour 
photofinishing  outfits  (built  around 
"minilabs"  sold  by  such  Konishiroku 
competitors  as  Fuji  Photo  and  Nor- 
itsu)  ate  into  Fotomat's  market.  The 
number  of  Fotomat  outlets  has  fallen 
to  2,150  today.  In  1982  Fotomat 
bought  $40  million  in  film  and  paper 
from  Konica  U.S.A.,  Konishiroku's 
U.S.  sales  arm.  By  1984  that  had 
dropped  to  $25  million.  Fotomat's 
bankers  were  getting  anxious. 

But  having  put  most  of  its  distribu- 
tion eggs  in  one  basket,  Konishiroku 
had  little  choice  but  to  throw  more 
good  money  after  bad.  Last  April  Ide 


Hl.lke  Utile  OurlllU' 


Konishiroku  President  Megumi  Ide 
Caught  in  a  "corporate  Vietnam." 


St.  Petersburg,  Fla. -based  Fotomat, 
the  strategic  alliance  seemed  plausi- 
ble. Konishiroku  gets  62%  of  its  reve- 
nues from  photographic  supplies — 
film,  paper,  chemicals  and  the  like.  It 
wanted  U.S.  distribution.  Rather  than 
set  up  its  own  costly  distribution  and 
marketing  operations  to  go  head  to 
head  with  Kodak,  as  rival  ($3.1  billion 
1985  sales)  Fuji  Photo  Film  has  done, 
Konishiroku  management  saw  Foto- 


put  up  $10  million  in  new  cash  and 
converted  a  $13.5  million  Fotomat  de- 
benture it  was  holding,  thereby  in- 
creasing its  stake  in  the  troubled  firm 
to  61.4%.  It  also  brought  in  sympa- 
thetic banks — Japan's  Mitsubishi  and 
Sanwa.  New  management  is  trying  to 
salvage  Fotomat,  but  don't  hold  your 
breath.  "The  situation,"  Ide  says  sim- 
ply, "is  not  pleasant  for  us  at  the  pres- 
ent time." 


Another  22%  of  Konishiroku's 
sales  derives  from  office  equipment, 
primarily  plain  paper  copiers.  Here, 
too,  the  once  proud  company  has 
stumbled.  In  Europe  and  Japan,  its 
copiers  are  sold  under  the  U-Bix 
name.  But  Konishiroku  also  sells  its 
copiers  to  Olivetti  on  an  original 
equipment  manufacturer  basis,  in  ef- 
fect making  Konishiroku  compete 
with  itself  in  Europe. 

Things  are  no  better  in  the  U.S. 
Konishiroku  was  one  of  the  first  Japa- 
nese companies  to  sell  copiers  in  the 
U.S.  Since  1972  Konishiroku  has  sold 
them  under  an  exclusive  OEM  ar- 
rangement with  Windsor,  Conn.- 
based  Royal  Business  Machines  under 
the  old  Royal  name. 

Business  was  not  bad,  for  a  time. 
But  in  1983  sales  slumped  and  inven- 
tories piled  up,  depressing  copier  mar- 
gins. In  May  1984  Konishiroku 
stepped  in  and  bought  33%  of  Royal 
from  Volkswagen's  Triumph-Adler 
North  America  subsidiary.  (The  Roy- 
al typewriter  business  was  spun  off  as 
a  separate  division  of  Triumph-Adler 
North  America.)  Earlier  this  year 
Konishiroku  picked  up  the  balance  of 
Royal  stock  and  changed  the  compa- 
ny's name  to  Konica  Business  Ma- 
chines U.S.A.,  Inc.  As  part  of  the  deal, 
Konishiroku  also  received  a  license  to 
use  the  Royal  name  on  its  copiers, 
which  are  now  marketed  under  the 
Konica  and  Royal  trademarks  through 
a  nationwide  network  of  50  offices.  It 
will  be  an  uphill  battle.  Canon  has 
29%  of  the  market,  Sharp  11%  and 
Xerox  9% .  But  Dataquest  analyst  Pe- 
ter Stolinsky  says  Konishiroku  is 
"turning  things  around." 

The  U.S.  market  is  important  for 
most  Japanese  manufacturers,  but  for 
Konishiroku  it  is  crucial.  Nearly  half 
its  sales  are  generated  by  exports.  In 
Japan,  Konishiroku  is  no  powerhouse. 
Its  share  of  the  color  film  market  is 
17%;  Fuji  Photo  has  73%.  In  cameras 
and  copiers,  market  shares  are  15% 
and  10%,  respectively.  Every  time 
Konishiroku  comes  out  with  a  prod- 
uct that  shows  promise,  its  Japanese 
competitors  swarm  in. 

In  1984  Konishiroku  introduced  its 
"no-wash"  minilab  to  the  Japanese 
market.  Unlike  conventional  sys- 
tems, this  photofinishing  system  re- 
quires no  plumbing,  just  an  electrical 
outlet.  It  is  also  smaller  and  less  ex- 
pensive than  the  first  generation  of 
minilabs.  But  before  Konishiroku 
could  make  much  money  on  its  inno- 
vation, Fuji  Photo  and  Noritsu  were 
rushing  similar  systems  to  market. 

All  this  has  buffeted  Konishiroku's 
income  statement.  The  company's 
sales  have  risen  24%  since  1982.  But 


Splendor  In  The  Sun 


The  Westin  La  Paloma, 
Tucson. 

Now  open.  The  Westin  La 
Paloma,  in  Tucson's  spec- 
tacular Catalina  Mountain 
foothills.  With  27  holes  of 
Jack  Nicklaus  designed 
championship  golf.  Ten 
lighted  tennis  courts.  Five 
exciting  restaurants.  And  a 
level  of  service  that  assures 
a  total  resort  experience  not 
equalled  under  the  sun.  For 
more  information  or  to  make 
your  reservations  contact 
your  travel  agent  or  call  us 
direct,  toll-free  at 
1-800-222-1252  or  our  cen- 
tral reservations  number,  in 
Omaha  1-800-228-3000. 


The  Westin  La  Paloma 

Tucson 


"Our  communication  costs  are  out  of  control. 
For  two  cents  I'd  throw  our  system  out  the  window!' 


"Here's  a  quarter. 
When  you're  through,  call  Harris.' 


w 


-V 


FOR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

Find  out  how  Harris  communication  systems  can  keep  your 
costs  under  control.  Call  1-800 -4 -Harris,  Ext.  34. 


(J)  HARRIS 
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MAKE  IT  IN  CAPE  BRETON. 
MARKET  IT  ANYWHERE. 


Cape  Breton  has  the  richest 
investment  incentives  in  North 
America.  And  the  key  location. 

Direct  grants  up  to  60%  for 
plant  and  equipment  mean  new 
or  expanded  operations  can  begin 
making  it  in  Cape  Breton  today. 
And  a  60%  tax  credit  means  the 
tax  holiday  can  last  for  10  years. 

Cape  Breton's  harbours,  jetport 
and  f reeport  facilities  mean  access 
to  global  markets  in  Canada,  the 
United  States,  Europe  and  more... 
markets  everywhere. 

Cape  Breton  has  skilled  labour, 
secure  energy,  stable  government 
...and  much  more.  Ask  us. 

We're  Enterprise  Cape  Breton. 
We're  business  people.  You've  just 
read  our  offer.  Tell  us  what  you 
need  by  phone  or  business  card. 


Enterprise 
Cape  Breton 

RO.  Box  2001 
Dept.  G-2,  Sydney 
Nova  Scotia 
Canada  B1P6K7 
Phone  toll-free 
1-800-565-9460 


%fy  C  ma  jia 


7.88%' tax  free 

can  be  worth  15.76%to  you 


net  income  has  slumped  17%,  to  $40 
million  last  year.  For  reference,  Kodak 
last  year  earned  $332  million  on  sales 
of  $10.6  billion.  And  this  despite  the 
(until  recently)  very  favorably  priced 
yen.  Reflecting  these  woes,  Konishi- 
roku  trades  on  the  Tokyo  Stock  Ex- 
change for  what  it  fetched  in  1982, 
despite  a  104%  advance  in  the  Mor- 
gan Stanley  Capital  International  in- 
dex for  Tokyo. 

Things  can  hardly  get  worse.  Can 
they  get  better?  Expect  no  help  from 
the  currency  markets.  This  year,  la- 
ments Ide,  the  rising  yen  (up  24% 
against  the  dollar  since  last  Septem- 
ber) will  make  it  "very  difficult"  to 
improve  on  last  year's  lackluster  re- 
sults. Konica  U.S.A.  chief  Minoru  Yo- 
shimura  says  his  company  hiked 
prices  on  film,  cameras  and  videotape 


Konishiroku's  technical 
prowess  has  been  offset  by 
marketing  ineptitude.  Its 
film  and  cameras  are  great. 
Yet  few  but  photo  buffs  buy 
the  products. 


by  5%  March  1.  Additional  increases 
are  inevitable.  The  yen's  appreciation 
"is  so  drastic,"  Yoshimura  says, 
sounding  like  many  U.S.  business- 
men of  late.  "It  came  so  quickly. 
There  was  no  time  to  prepare." 

But  Ide  and  Konishiroku  are  noth- 
ing if  not  tenacious.  Last  month  Ide 
was  in  Las  Vegas  to  promote  Konishi- 
roku's new  color  copier  at  a  trade 
show.  The  machine  makes  a  copy  vir- 
tually indistinguishable  from  a  color 
photo  and  will  probably  sell  for 
around  $20,000,  according  to  Nomura 
Securities.  Ide  hopes  it  will  be  in  de- 
mand from  architectural,  design  and 
real  estate  firms,  from  printing  com- 
panies and  photo  retail  outlets.  He 
hopes  to  get  the  copier  to  market  be- 
fore year-end.  At  the  moment  no  one 
else  has  such  a  sophisticated  machine 
in  that  price  range. 

Ide  also  promises  that  Konishiroku 
will  soon  launch  an  "aggressive  and 
interesting  marketing  program  in  the 
U.S."  Konica  U.S.A.'s  Yoshimura  says 
this  will  include  billboard  space  in 
key  cities,  heavy  advertising  in  trade 
journals  and  photo  magazines,  spon- 
soring of  a  women's  pro  golf  tourna- 
ment and  buying  an  80-foot  hot  air 
balloon  that  will  hover  over  events 
like  the  Indy  500 — all  to  promote  the 
Konica  name. 

So  don't  count  Konishiroku  out. 
But  remember,  too,  that  Japan's  busi- 
nessmen are  as  prone  to  error  as  any 
other  country's.  ■ 


The  T.  Rowe  Price  Tax-Free  Income  Fund 

This  Fund's  current  tax-free  yield  of  7.88%  is  equivalent  to  a  taxable  yield 
of  15.76%  for  investors  in  the  50%  bracket,  13.59%  in  the  42%  bracket  and 
11.76%  in  the  33%  bracket.  Quality  is  a  top  priority  of  this  Fund.  Stringent 
credit  analysis  and  active  management  help  reduce  price  changes.  The 
minimum  investment  is  $1,000  with  no  sales  charges.  For  information,  call 
weekdays  8:30am  to  8pm,  Sundays  10am  to  4pm  EST:  1-800-638-5660. 

T.RoweFHceMl 

Invest  With  Confidence  <^ElAk 


TAX-FREE  INCOME  FUND 


■UHNMBBiMMEiM 


Mail  to:  T.  Rowe  Price 

100  East  Pratt  Street,  Baltimore,  MD  21202 

Send  a  prospectus  with  more  complete 
information,  including  management  fees 
and  other  charges  and  expenses.  I  will  read 
it  carefully  before  I  invest  or  send  money. 
Send  free  information  for:  □  IRA  □  Keogh 

Name 
Address 


City 


State 


Zip  F506 


Tax-free  income:  call  1-800-638-5660 


"Average  annualized  yield  for  the  thirty  days  ending  2/26/86,  based  on  an  average  price  per  share  of  $9.46.  Average  maturity  during  this 
period  was  23.9  years.  Yield  should  be  considered  together  with  changes  in  share  price— both  will  fluctuate  as  market  conditions  change. 
Income  may  be  subject  to  state  and  local  taxes.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  Member  SIPC. 


1  Every  time  I  think  about  the  cost 
of  office  automation,  I  see  red." 


Call  Harris.  They  11  keep 
you  in  the  black." 


FOR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

For  more  information  on  how  Harris  office  automation  systems 
can  give  you  a  better  bottom  line,  call  1-800-4-Harris,  Ext.  30. 

2)  HARRIS 
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The  Money  Men 


Charles  Allmon  s  batting  average  in 
growth  stocks  has  earned  him  a  dedicated 
following.  Now  he  has  a  new  way  for  his 
devotees  to  get  a  piece  of  the  action.  But 
should  they  be  buying  when  he  is  selling? 


Allmon's  offspring 


By  Richard  P  baton 


Count  Charles  Allmon 
more  opportunistic 
man  about  to  capitalize 
investment  skills  by  coupling 
them  to  the  locomotive  of  a 
hot  new-issues  market  (see  p. 
40).  Allmon,  65,  is  putting  a 
highly  personal  spin  on  the 
process — exactly  the  kind  of 
idiosyncratic  imprint  you 
might  expect  from  a  onetime 
National  Geographic  photogra- 
pher who  in  two  decades  has 
parlayed  a  part-time  market 
letter,  the  thriving  twice-a- 
month  Growth  Stock  Outlook, 
into  an  advisory  firm  that  runs 
more  than  $200  million  of  in- 
dividual and  institutional 
cash. 

Allmon,  an  outspoken  con- 
trarian who  lately  has  been 
taking  sizable  profits  out  of  a 
market  he  thinks  is  grossly 
overbought,  is  going  public 
only  in  a  limited  sense.  His 
management  firm,  Growth 
Stock  Outlook,  Inc.  (owned 
70%/30%  by  Allmon  and  his 
wife,  Gwen),  will  remain  firm- 
ly in  family  hands.  But  in  tak- 
ing on  the  job  of  running  a  new 
closed-end  investment  trust 
that  is  coming  out  at  $10  a 
share  (and  pointing  to  a  listing 
on  the  New  York  Stock  Ex- 
change), Allmon  is  opening  his 
performance  to  broader  public 
scrutiny  than  ever  before.  The 

litial  underwriting  target  was 
3  million,  but  the  enthusi- 
astic Allmon  thinks  his  new 


as  one 
money 
on  his 


baby,  the  Growth  Stock  Outlook 
Trust,  might  actually  draw  $100  mil- 
lion or  more. 

The  bulge  in  the  subscription  books 
is  caused  at  least  in  part  by  the  high 


Charles  Allmon  of  Growth  Stock  Outlook 
Buy  straw  hats  in  January,  sell  them  in  August. 


energy  level  of  Allmon  himself.  A 
workaholic  dedicated  to  the  16-hour 
day,  he  has  spent  a  lot  of  time  on  the 
road  lately  preaching  his  personal  ver- 
sion of  the  growth  stock  gospel.  There 
is  high  incentive  in  all  that  adrena- 
line. The  fund  will  add  substantially 
to  the  cash  Allmon  has  already  de- 
ployed in  such  comparatively  un- 
known big  winners  as  Plenum  Pub- 
lishing, Nuclear  Support  Services  and 
Wallace  Computer  Services. 

At  the  same  time,  the  link  to  a 
locked-in  pool  of  publicly  owned  as- 
sets will  help  to  institutionalize  All- 
mon's management  firm — a  personal 
service  business,  after  all — and  to 
some  degree  insulate  it  from  the  vaga- 
ries of  the  market.  Also,  the  money  is 
good.  The  new  fund  will  pay  Allmon  a 
stiff  1%  of  assets  in  annual  manage- 
ment fees. 

Like  every  smart  money  man, 
Charles  Allmon  knows  that  no  one 
has  a  hot  hand  forever.  From  his  point 
of  view,  the  new  closed-end  is  an  in- 
vestment for  all  seasons:  It 
gives  him  downside  protection 
against  a  falloff  in  billings  on 
his  private  accounts;  and  the 
upside  potential  of  tapping 
what  is  for  him  a  new  segment 
of  the  advisory  trade.  So  All- 
mon comes  away  from  the 
new  launch  with  a  couple  of 
distinct  pluses. 

And  what  will  the  Growth 
Stock  Outlook  Trust's  eager 
investors  get  for  their  money? 
Chiefly  Charlie  Allmon,  who 
looks  ten  years  younger  than 
his  three  score  and  five  and 
who  finds  as  much  zest  as  ever 
in  scouting  undervalued 
growth  prospects  other  ana- 
lysts have  overlooked. 

Conceptually,  in  an  age  of 
specialized  razzle-dazzle,  All- 
mon is  a  straight  single-wing 
fundamentalist.  His  invest- 
ment criteria  amount  to  stan- 
dard wish-list  stuff.  He  prefers 
small-capitalization  compa- 
nies that  have  not  yet  caught 
the  fancy  of  institutional  in- 
vestors. He  looks  for  niche 
rather  than  high-tech  ("high- 
wreck")  outfits,  clean  balance 
sheets  and  15%-to-20%-a-year 
sales  and  earnings  growth 
(Forbes,  Dec.  8, 1980).  Nothing 
new  there.  What  makes  All- 
mon different  is  the  way  the 
fundamentals  get  applied. 
He  has  big  gains  in  Wallace 
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Computer  Services,  for  example,  a 
stock  bought  in  1975  at  a  little  over  4 
a  share.  It  is  now  trading  at  around 
44 — a  concrete  endorsement  of  All- 
mon's  conviction  that  Wallace's  grip 
on  a  solid  piece  of  the  disposable  com- 
puter form  market  offered  a  low-risk 
play  on  the  computer  business  as  a 
whole.  He  also  enfiladed  the  automat- 
ed office  with  the  purchase  of  yet  an- 
other low-risk  paper-forms  producer, 
Standard  Register  Co.  Recommended 
to  Growth  Stock  Outlook  readers  at  the 
equivalent  of  11  in  late  1982,  the 
stock  is  now  selling  at  around  37. 

Allmon,  who  likes  to  talk  about 
hitting  singles  instead  of  "swinging 
for  the  fences,"  is  the  first  to  concede 
his  mistakes.  On  the  whole,  however, 
Growth  Stock  Outlook  readers  seem  to 
have  been  well  served  by  their  $  1 75-a- 
year  subscription  fee.  The  Hulbert  Fi- 
nancial Digest  ranks  it  number  two  in 
total  performance  among  some  30 
newsletters  that  it  followed  over  the 
period  from  June  30,  1980  to  Dec.  31, 
1985  (Allmon's  picks  were  up  an  aver- 
age of  219%).  On  a  risk-adjusted  basis 
over  the  same  time  frame,  Hulbert  Fi- 
nancial rates  the  Allmon  newsletter 
number  one. 

The  success  of  the  letter — along 
with  the  ginger  Allmon  brings  to  the 
lecture  circuit  and  his  frequent  radio 
and  TV  appearances — has  had  a  sym- 
biotic impact  on  the  portfolio  money 
that  has  rolled  into  his  Bethesda,  Md. 
offices.  In  1975  Allmon  had  about 
$3.4  million  under  management.  Five 
years  later  the  total  was  $28  million 
and  by  the  end  of  last  year  it  was 
$212.6  million. 

Nice  growth,  indeed,  for  a  fellow 
who  doesn't  swing  for  the  fences.  Yet 
the  Growth  Stock  Outlook  Trust  pro- 
spectus shows  that  even  a  talent  for 
working  the  pitcher  is  no  guarantee  of 
beating  the  averages  every  time  out. 
In  fact,  Allmon's  managed  accounts 
have  done  better  than  the  market  (as 
measured  by  Standard  &.  Poor's  500 
stock  average)  in  only  5  of  the  last  1 1 
years.  There  were  three  years  in  suc- 
cession when  Allmon  beat  the  market 
(1975  to  1977),  three  in  succession 
when  he  underperformed  it  (1978  to 
1980).  In  the  last  five  years,  the  pro- 
spectus shows,  Allmon  has  outper- 
formed the  market  twice  (1981  and 
1984),  underperformed  it  twice  (1982 
and  1985)  and  just  about  tied  it  once 
(1983). 

In  terms  of  consistency,  then,  All- 
mon doesn't  quite  stack  up  with  some 
of  the  names — like  Amcap  Fund  and 
Janus  Fund — that  pop  up  quite  regu- 
larly on  the  Forbes  annual  honor  roll 
of  top  investment  company  manag- 
ers. On  the  other  hand,  Allmon  has 
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Is  your 

IRA 

a  good 
investment? 


Nearly  everyone  knows  that  an  IRA  is  a 
good  tax  deduction.  But  an  effective  IRA 
should  also  be  a  good  investment.  That's 
why  you  should  know  about  Twentieth  Century  Inves- 
tors, the  no-load  mutual  fund  with  an  impressive  track 
record.  We  invite  you  to  check  our  performance.  And 
when  you're  ready  for  an  IRA  that's  also  a  good  in- 
vestment, we'd  like  to  hear  from  you. 
Want  to  know  more?  For  complete  informa- 
tion, write  or  call  for  our  free  IRA  Informa- 
tion Kit.  In  it  you'll 
find  a  prospectus 
for  the  six  funds  in 
Twentieth  Century's 
IRA  program:  Growth  Investors,  Select  Investors,  Ultra  Investors,  Vista 
Investors,  U.S.  Governments,  and  Cash  Reserve.  Please  read  the  prospectus 
carefully  before  investing. 

No-Load,  No-Minimum  Mutual  Funds 
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Please  send  a  free  prospectus  to: 
Name  


Address- 


.Z,p_ 


P.O.  Box  200,  Kansas  City,  Missouri  64141  •  (816)  531-5575 
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We  Ye  looking  for  fresh  ideas 
in  office  automation." 


FDR  YOUR  INFORMATION, 
OUR  NAME  IS 


For  more  details  On  how  our  office  automation  systems 
can  help  your  company,  call  1-800-4-  Harris ,  Ext.  11. 

2)  HARRIS 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


4,400,000  Shares 


UAL,  Inc. 


Common  Stock 

($5  par  value) 


Price  $56%  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  la  ws  of  such  State. 


MORGAN  STANLEY  &  CO.      MERRILL  LYNCH  CAPITAL  MARKETS 

Incorporated 


February  18,  1986 


never  had  a  down  year  in  which  his 
entire  portfolio  was  under  water  (his 
smallest  gain  was  4.9%  in  1978). 
That's  something  to  crow  about,  con- 
sidering that  the  small-cap  stocks  in 
which  he  specializes  tend  to  be  more 
volatile  than  the  market  generally. 
Allmon  makes  it  clear  that  anyone 
who  signs  on  with  him  ought  to  be 
prepared  to  stay  for  the  long  haul — no 
less  than  three  years  to  five  years,  or  a 
full  market  cycle. 

Allmon  tries  to  hedge  his  risks  by 
spreading  them  over  a  widely  diversi- 
fied list  of  stocks  (there  are  more  than 
500  in  his  investment  universe). 
Though  not  a  market  timer,  he  is 
quick  to  take  the  profits  and  run  when 
the  investment  climate  begins  to  look 
overheated.  Like  right  now.  Allmon, 


Though  not  a  market  timer, 
he  is  quick  to  take  profits 
when  the  investment 
climate  overheats.  "When 
multiples  begin  moving  up 
too  fast,  we  just  peel  them,'* 
says  Allmon.  "The  real 
garbage  hasn't  begun  to 
move,  but  we're  beginning 
to  see  the  signs." 


fully  invested  through  early  1985,  be- 
gan selling  last  July.  "When  these 
multiples  begin  moving  up  too  fast, 
we  just  peel  them,"  he  says.  Allmon  is 
now  45%  in  cash. 

What  signs  of  overheating  does  he 
see?  Allmon,  who  cannot  resist  twit- 
ting the  competition  every  now  and 
again,  chuckles  in  his  favorite  con- 
trarian mode  and  says:  Pundit  "Joe 
Granville  has  just  turned  bullish,  so 
maybe  that  means  it  is  time  to 
get  out." 

More  seriously,  Allmon  says  the 
quantum  jump  in  multiples  and  the 
increasing  velocity  of  the  new-issues 
market  (Forbes,  Dec.  2,  1985  and  Mar. 
10)  are  making  him  edgy.  "It's  a  hot 
environment  and  it's  hard  to  find  any 
bargains  out  there,"  he  continues. 
"The  blow-off  may  be  three  to  six 
months  away.  The  real  garbage  hasn't 
begun  to  move  yet,  but  we're  begin- 
ning to  see  the  signs." 

There  is  a  certain  irony  in  all  this — 
cautious  Charles  Allmon  taking  prof- 
its and  at  the  same  time  putting  his 
new  closed-end  up  for  the  public  to 
buy.  Some  experts,  in  fact,  read  the 
proliferation  in  new  investment-com- 
pany-related offerings  as  yet  another 
indication  of  toppiness  in  the  market. 
Charles  Allmon,  though,  has  never 
made  a  secret  of  his  basic  strategy: 
Buy  straw  hats  in  January,  sell  them 
in  August.  ■ 


In  Bahrain 
you  will  find  Regency 
elegance  and  personal  service 
in  the  heart  of  Manama. 

THE  REGENCY 
INTERCONTINENTAL 
BAHRAIN 


THE  ADVANTAGE  IS  INTER-CONTINENTAL® 


if  THE  REGENCY  INTERCONTINENTAL 


P.O.  Box  777  Manama,  Bahrain  •  Telex  9400  Regent  Bn 
Telefax:  240028  •  Cable:  Regent  Bahrain  •  Tel:  (973)  231-777. 
For  reservations  at  over  80  superb  hotels  around  the  world  call:  1-800-327-0200  or 
your  travel  agent  or  travel  planner. 


"Before  HarrisNet  tied  us  together, 
we  had  a  lot  more  time  on  our  hands." 


Sflnr 

FOR  YOUR  INFORMATION, 
OUR  NAME  IS 

HARRIS 

'  For  more  details  on  how  HarrisNet  can  get  your 
terminals  working  together,  call  1-800-4-Harris,  Ext.  21. 
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You  loved  the  original,  so  now  for  the 
sequel.  How  to  get  rich  quickly  by  milking 
capital  through  the  wonders  of  leverage. 

Son  of 
Dart  Drug 


By  Phyllis  Herman 


A lot  of  insiders  in  the  drug  re- 
tail business  were  shocked  two 
i  years  ago  when  Herbert  Haft, 
65,  and  his  family,  owners  of  a  string 
of  77  discount  drugstores  in  the  Wash- 
ington, D.C.  area  (Forbes,  Sept.  23, 
1985),  were  able  to  demand  and  get 
$160  million  from  employees 
for  a  leveraged  buyout  of  the 
chain.  With  only  $6.2  million 
in  equity  in  the  deal,  loans 
from  General  Electric  Credit 
for  $140  million,  and  a  $20 
million  note,  it  looked  as  if  the 
Dart  Drug  chain  would  hardly 
be  able  to  service  its  interest 
costs,  let  alone  amortize  the 
principal.  What  did  employees 
want  with  this  operation's 
tacky,  poorly  stocked  stores, 
with  little  of  its  volume  com- 
ing from  the  high-margined 
pharmacy  business? 

But  Dart  Drug  Stores  Inc.'s 
new  owners  think  they  got  a 
good  deal  and  are  now  making 
it  even  better — by  raising  $150 
million  in  principal-deferred 
junk  bond  debt  and  using  the 
money  to  pay  off  the  initial  GE 
financing,  thereby  deferring  payment 
of  principal  on  the  loans  for  eight 
years.  By  that  time  they  hope  to  have 
sold  stock  to  the  public.  Then  they 
would  have  a  chance  to  cash  out  their 
own  equity  and  be  long  gone. 

Who  are  these  prestidigitators?  One 
is  Stephen  Hansbrough,  38,  who  had 
worked  at  the  company  for  12  years 
prior  to  the  insider  LBO  in  late  1984, 
and  the  other  is  an  investment  banker 
from  Smith  Barney  named  Joseph 
Santarlasci,  40.  He  put  together  the 
initial  LBO  and  later  joined  Dart  to 
profit  from  his  handiwork.  The  duo's 
philosophy?  Not  to  emphasize  ser- 


vice, corporate  productivity  or  cus- 
tomer relations,  but  to  turn  Dart  into 
a  financially  powered  money  ma- 
chine. Says  Hansbrough:  "By  defini- 
tion, a  company  becomes  a  financial 
instrument." 

Their  plan?  To  string  together 
enough  profitable  years  of  operation 
so  that  the  company  can  be  taken 


Ml  MA-Mllbn  IB  (Vture 


Dart  Drug  store  in  suburban  Virginia 
For  a  tacky  chain,  $  1 60  million. 


public  at  a  high  multiple.  The  two 
then  plan  to  use  the  proceeds  of  the 
equity  offering  to  pay  down  the  junk 
bond  debt  to  comfortable  levels,  leav- 
ing them  with  40%  ownership  of  a 
valuable  regional  chain.  After  that? 
Who  knows,  but  it  does  not  seem  un- 
likely that  the  long-term  strategy  in- 
cludes selling  the  regional  chain  to  a 
company  such  as  K  mart,  Kroger  or 
Sherwin-Williams,  all  of  which  ac- 
tively looked  at  Dart  before  the  LBO. 

So  far,  all  has  gone  swimmingly. 
"We  have  an  embarrassment  of  rich- 
es," says  Santarlasci.  "I  can  assure 
you  that  the  investment  bankers  fell 


all  over  themselves  to  come  and  work 
for  us.  They  offered  us  all  kinds  of 
financing  opportunities." 

But  how  do  a  couple  of  shrewd  oper- 
ators string  together  a  record  of  profit- 
ability with  a  chain  of  discount  drug- 
stores whose  only  assets  are  low-cost, 
long-term  leases?  Though  the  stores 
have  been  cleaned  up  a  bit,  and  em- 
ployees are  a  bit  less  dispirited,  all 
else  in  the  operation  remains  essen- 
tially unchanged.  One-third  of  vol- 
ume still  comes  from  seasonal  prod- 
ucts, such  as  Christmas  decorations 
in  the  winter  and  beach  chairs  in  the 
summer.  In  fact,  to  keep  the  success- 
ful deep-discounting  formula  devel- 
oped by  Herbert  Haft  in  force,  Hans- 
brough and  Santarlasci  eased  out  a 
Haft  recruit,  Al  Towle,  who  had  want- 
ed to  change  the  merchandising 
mode.  The  new  owners  continue  to 
rely  almost  entirely  on  low-cost,  co- 
operative advertising  with  brand- 
name  manufacturers  in  the  Sunday 
Washington  Post,  which  reaches  72% 
of  all  the  families  in  the  D.C.  area, 
drawing  them  into  Dart  stores. 

Future  plans  include  expansion  into 
various  upmarket  office  buildings  in 
downtown  Washington.  The 
two  expect  the  costs  to  be  nil, 
since  they  plan  to  get  upfront 
construction  money  from  de- 
velopers in  return  for  signing 
25-year  leases  on  the  premises. 
Over  the  next  year  they  expect 
to  break  ground  on  up  to  five 
such  new  sites. 

After  that  comes  the  public 
offering.  Before  you  decide 
whether  it  will  fly,  remember 
the  times  we  are  in.  Initially, 
leveraged  buyouts  were  con- 
fined to  low-growth  industries 
with  steady  cash  flows,  such 
as  heavy  industry  or  bottling. 
Stock  offerings  to  repay  debt 
in  such  low-multiple  indus- 
tries are  all  but  impossible. 
But  the  drug  retailing  business 
nowadays  is  more  attractive. 

  "Even  in  down  periods  the 

drug  chain  industry  has  commanded 
multiples  of  12  or  13,"  says  Santar- 
lasci. In  such  a  situation,  he's  count- 
ing on  paying  off  the  bonds  with  other 
people's  money.  "This  is  a  great  op- 
portunity," says  Hansbrough,  barely 
able  to  contain  himself. 

If  all  this  works  out,  Hansbrough 
and  Santarlasci  obviously  will  have 
gotten  a  swell  deal  with  their  $160 
million  insider  leveraged  buyout.  As 
in  the  tale  of  the  loaves  and  fishes, 
Dart  Drug  seems  fated  to  keep  multi- 
plying the  wealth  of  anyone  clever 
enough  to  keep  milking  the  capital 
out  of  it.  ■ 
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Its  such  universally  sound  advice,  it  can  be 
offered  in  any  tongue  and  followed  in  any  land: 
work  with  the  best  in  the  business.  In  Indonesia, 
where  executives  of  the  Timurjauh  company 
faced  the  task  of  creating  the  first  health  care 
insurance  system  in  the  worlds  fifth  most 
populous  nation,  the  strategy  was  "bekerja 
dengan  mutu  yang  tinggi  dalam  bidang  bisnis'—find  the  best 
in  that  business.  They  found  /Etna.  Across  the  South  China  Sea 


WORK 
WITH 
THE 
BEST 
INTHE 
BUSINESS 


in  Hong  Kong,  the  Bank  of  East  Asia 
sought  a  joint  venture  to  market  life 
insurance.  Their  partner?  /Etna.  Why 
/Etna?  Same  rationale,  although  in 
Chinese  (thats  it  at  the  top  of  this  ad)  it 
has  a  character  all  its  own.  In  Spain, 
where  /Etnas  partner  is  Banco  Hispano 
Americano,  the  logic  runs  "trabaje  siempre  con 
lo  mejor  de  la  industrial  In  every  language 
the  bottom  line  is  the  bottom  line. 


/Etna  lile  Insuranrp  Company 
/Etna  Lite  Insuiance  and  Annuity  Company 
151  Farmington  Avenue,  Hartford,  CI  06156 


iiieve  are  lot  i 
travel  industry 


if  signs  the 
s  booming. 


RATON 


Since  travel  and  tourism  are  among  the  world's 
fastest-growing  industries,  Sheraton's  new  hotels 
are  timely,  to  say  the  least. 

In  just  the  last  five  years,  the  familiar 
Sheraton  "S"  has  gone  up  at  203  new  addresses, 
including  the  spectacular  Great  Wall  Sheraton 
Hotel  Beijing. 

This  represents  quite  an  investment.  To  give 
you  an  idea,  nearly  $5  billion  has  been  spent  dur- 
ing this  period  on  new  and  remodeled  Sheratons. 

The  result  is,  we're  uniquely  poised  in  the 
travel  market.  With  more  new  hotels  worldwide 
than  any  other  luxury  chain. 

Sheraton  is  an  important  part  of  ITT — and 
an  excellent  example  of  what  our  corporation  is 
all  about  these  days. 

Increasingly,  we've  been  concentrating  on  in- 
dustries and  services  that  show  unusual  promise. 

Quite  naturally,  some  of  these  involve  high 
technology,  where  ITT  has  obvious  strengths. 

But  we  see  lots  of  opportunities  farther  afield 
too — as  you  can  tell  from  some  of  our  new 
Sheraton  locations. 

Want  to  know  more  about  ITT?  Phone  toll 
free  1-800-DJAL-ITT  for  a  continuously  updated 


message. 


ITT 


It's  a  different  world  today. 

©  1985  ITT  Corporation,  320  Park  Avenue,  New  York,  N.Y.  10022 


As  the  feds  cut  their  revenues,  local  govern- 
ments are  growing  less  resistant  to  leasing 
idle  public  land  to  private  developers. 


Now,  about  that 
parking  lot . . . 


By  Ellen  Paris 


Real  estate  developers  abhor  a 
vacuum,  particularly  if  the 
empty  lot  lies  in  a  rapidly 
growing  urban  area.  But  what  if  the 
landowner  is  local  government?  Typi- 
cally, the  local  politicians  have  little 
incentive  to  sell  or  develop.  So  the 
resource  sits  idle  or  underutilized. 
Developers  weep. 

This  is  changing.  With  state  and 
federal  aid  declining,  more  and  more 
cash-strapped  cities,  counties,  school 
districts,  colleges,  universities  and 
state  transportation  departments  are 
getting  into  the  landlord  business. 
"They  realize  they're  sitting  on  a  lot 
of  surplus  and  underutilized 
land,"  says  Neal  Roberts,  an 
attorney  working  with  the 
California  Department  of 
Transportation  (CalTrans) 
on  several  real  estate  proj- 
ects. Rather  than  sit  on  the 
assets,  Roberts  adds,  the  pub- 
lic owners  are  leasing  their 
holdings  to  private  develop- 
ers— often  for  more  than  the 
owners  would  get  if  they  sold 
the  land  outright. 

Near  downtown  Los  Ange- 
les, for  example,  a  new  208- 
suite  Hilton  Hotel  now  occu- 
pies 3  acres  next  to  the  Hollywood 
Freeway  on-ramp.  The  parcel  belongs 
to  CalTrans,  which  could  have  sold 
the  land  outright  for  about  $1.5  mil- 
lion. Instead  CalTrans  expects  to  real- 
ize a  $52  million  income  stream  (with 
a  present  value  of  $3.5  million)  over 
the  life  of  the  55-year  lease  to  the 
developers.  CalTrans  wants  to  sign 
more  such  leases. 

South  of  Los  Angeles,  ground  will 
bo  broken  this  month  on  a  26-acre 
mixed-use  development  called  the 
each/Signal  Hill  Business  Cen- 


ter. Had  the  landowner,  Los  Angeles 
County,  sold  the  parcel,  it  might  have 
gotten  $11.8  million.  Over  the  term  of 
the  66-year  lease,  the  county  expects 
to  generate  $1.3  billion  in  revenues. 

In  Washington,  D.C.,  the  Metropol- 
itan Area  Transit  Authority  has 
leased  sites  above  underground  metro 
stations  to  private  developers  of  six 
mixed-use  projects.  The  leases  gener- 
ate over  $3  million  a  year  for  the  tran- 
sit authority's  operating  fund.  And 
New  York  City  plans  to  lease  land 
over  a  public  parking  garage  in  Brook- 
lyn for  a  350-room  Hilton  Hotel  and  a 
525,000-square-foot  office  complex 
on  a  99-year  lease. 

Universities,  too,  are  more  amena- 


iand  leased  from  Santa  Monica's  school  district 
Better  than  the  lottery. 


ble  to  dealing  with  private  developers. 
"More  and  more  universities  are  wak- 
ing up  and  realizing  that  with  shrink- 
ing enrollments  they  won't  need  this 
valuable  land  for  the  next  50  years," 
explains  Douglas  Porter,  Director  of 
Development  Policy  Research  with 
the  Urban  Land  Institute  in  Washing- 
ton, D.C.  According  to  Alan  Prickett, 
director  of  real  estate  for  the  Universi- 
ty of  New  Mexico,  research  parks  are 
particularly  appealing  to  universities. 
"Since  the  asset  reverts  back  to  the 
university  at  the  end  of  the  lease," 


says  Prickett,  a  research  park  "is 
way  to  have  future  campus  facilities 
at  someone  else's  expense."  Example; 
include  research  parks  at  Stanford  am 
Arizona  State  universities. 

In  principle,  liberating  public  sectoj 
land  is  straightforward.  A  develops 
signs  a  ground  lease  with  the  govern 
mental  unit  that  owns  the  land,  gen| 
erally  for  a  period  of  55  to  99  years.  H| 
then  develops  the  parcel  at  his  owi 
expense,  paying  the  government 
rent  that  includes  a  minimum  an< 
various  types  of  participation  in  thi 
development's  income.  At  the  end  o 
the  lease,  the  asset  reverts  to  the  own| 
er,  unless  another  lease  is  signed. 

The  public  owner  could  sell  th« 
land  outright.  But  that  would  saddle 
the  developer  with  big  purchase  pay 
ments  up  front  and  carrying  costs. 

Besides,  might  not  some  politician, 
be  tempted  to  squander  such  lumj 
sum  windfalls — on  increases  in  mu 
nicipal  workers'  salaries,  say?  By  leas| 
ing  the  land,  the  public  owner  re 
ceives  a  stream  of  income  that  car 
supplement  tax  revenues  over  man; 
years.  Such  lease  payments,  says  San 
ta  Monica's  superintendent  o 
schools,  George  Caldwell,  who  re 
cently  leased  the  site  of  Santa  Monica 
school  district's  administrative  build 
ing  and  parking  lot  for  developmen 
into  a  hotel  complex,  are  "certainly  l 
more  stable  source  of  income  than  the 
state  lottery." 

But  let  the  developer  beware:  Leasi 
ing  land  from  local  bureaucrats  ii 
rarely  a  smooth  process.  Rec 
tape  as  such  may  be  the  leasi 
of  the  problems.  Where  influ 
ence  helps,  there  may  be  in 
fluence  peddling.  And  juris 
dictional  infighting  has 
trapped  more  than  one  wide 
eyed  developer.  San  Diegc 
County,  for  instance,  ownec 
a  large  building  and  parking 
lot  within  the  city  of  San 
Diego  that  it  wanted  to  offei 
a  developer  for  a  hotel/re 
tail/office  complex.  The  cit> 
government  nixed  it,  citing 
  among  other  things,  compe- 
tition with  other  city  projects  and  in 
compatible  land  use. 

Smart  developers  play  their  own 
politics,  like  agreeing  to  renovate  the 
high  school's  playing  fields  in  the  case 
of  the  Santa  Monica  school  district. 
But  no  deal  is  easy.  Warns  Robert 
Rcicher,  manager  of  Dcloitte  Haskins 
&  Sells  management  advisory  ser- 
vices, which  consults  government 
agencies  on  land  use  policies:  "Don't 
forget  that  city  politicians  are  more 
used  to  slowing  down  development 
than  encouraging  it."  ■ 


102 


FORBES,  MARCH  24,  19K6 


There's  no  fat 

n  our  system  so 
there's  none 


in  ourprices 


$11.50 


The  new  UPS  Next  Day 
Letter  and  Next  Day  Air 
are,  at  first  glance,  practi- 
'  identical  to  our  competi- 
s  overnight  envelopes. 

But  the  differences  are 
y  quite  substantial. 

jund  rate  "Service  to  Hawaii  require  one  additmr 


You  see,  the  UPS  system 
operates  so  efficiently,  we  can 
deliver  our  Letter  and  Pak 
for  far  less  than  other  compa- 
nies charge. 

Yet  we  still  manage  to 
provide  you  with  services  no 

ll  day  ©  United  Parcel  Service  of  America,  198V 


one  else  offers.  Such  as  over- 
night delivery  to  every  single 
address  in  the  48  states, 
Hawaii**  and  Puerto  Rico. 

So  if  you  would  like 
to  cut  the  fat  out  of  your  over- 
night shipping  expenses,  use 


the  UPS  Next  Day  Air  Letter 
and  Pak. 

The  overnight 
reducing  plan  that 
really  works. 
We  run  the  tightest  ship  in 
the  shipping  business. 


ups 


"We  should  think  seriously 
about  standardizing  on 
Cullinet  software." 

"They  have  the  only 
information  system  strategy 
for  the  '80's  and  '90's  that 
makes  sense." 


A  large  number  of  companies  in  the  United  States  today  are  operating  with  information  technology  that  is  10  to  15 
years  old.  Utilizing  the  technologies  available  in  the  W's  and  70's,  these  companies  either  built  or  purchased  applications 
from  many  different  sources.  These  applications  were  difficult  to  integrate  because  they  were  simply  not  designed  to 
work  together. 

The  result  has  been  a  collection  of  systems  that  are  unable  to  talk  to  each  other,  are  difficult  to  maintain  and  are  held 
together  by  the  proverbial  "baling  wire" 

Companies  who  recognized  the  need  to  respond  quickly  to  changes  within  the  business  environment  have  been 
seeking  a  coherent  information  system  strategy  that  will  help  them  to  succeed  in  today's  highly  competitive  world. 

That's  why  so  many  companies  are  relying  on  Cullinet's  three-level  integration-that  brings  together  all  of  the 
information  resources  of  an  organization  and  makes  accurate  information  available  to  senior  management,  delivering  on 
the  promise  of  computers,  making  information  available  in  time  to  take  corrective  action. 

Only  Cullinet  can  provide  the  solution  through  its  information  strategies  for  the  W's  and  W's. 


Because  IDMS/R,  Cullinet's  Integrated  Database  Management  System 
is  the  Foundation  for  all  Applications  of  the  Future . . . 


...  it  provides  a  completely  integrated  environment  to  support  applications  development.  Database  man- 
agement systems  exist  to  build  better  applications.  Better  applications  require  an  integrated  development 
system  with  optimized  tools  designed  to  work  together  to  store,  report  and  query  data;  to  define,  track  and 
manage  the  use  of  data  and  programs;  and  to  design,  write  and  document  the  application.  Only  Cullinet's 
database  management  system,  IDMS/R,  with  its  completely  integrated  application  development  system  can 
provide  this  kind  of  efficient  data  processing  and  a  foundation  for  better  business  applications. 

Because  Cullinet's  Fourth  Generation  Applications  are  Functionally 
  Integrated,  they  Work  Together . . . 


. . .  and  are  designed  and  developed  on  the  same  database  foundation  so  that  they  can  share  data  between 
applications  and  deliver  the  advanced  application  development  tools  to  make  packaged  applications  soft- 
ware into  unique  corporate  solutions. 

Cullinet's  line  of  applications  software  delivers  leading  edge  functionality  in  all  areas.  Our  advanced 
manufacturing  system  is  designed  to  provide  multi-plant  production  and  inventory  control.  Our  integrated 
financial  solutions  assist  in  effectively  managing  all  your  financial  activities.  Our  human  resource  manage- 
ment system  integrates  all  your  payroll  and  personnel  functions  into  a  single  system.  And  our  banking 
solution  combines  all  major  banking  functions  to  provide  comprehensive  relationship  banking  capabilities. 
Each  application  is  designed  by  industry  professionals  with  a  thorough  understanding  of  your  business 
requirements. 

Because  Cullinet's  Information  Center  Management  System  provides 
Consistent  and  Simple  Access  to  all  Corporate  Information . . . 


. . .  your  managers  can  make  effective  business  decisions  based  upon  complete  information.  Your  informa- 
tion residing  on  the  mainframe,  departmental  minicomputer  or  information  from  personal  computers  such 
as  documents,  spreadsheets  and  graphs  can  be  consolidated  to  provide  a  composite  view  of  all  your  corpo- 
rate activities.  Cullinet's  unique  integration  delivers  the  tools  you  need  to  create  a  complete  corporate 
information  system. 

For  example,  for  the  manufacturer  with  the  need  to  associate  production  data  with  sales  orders  and 
forecasts,  or  skills  requirements  with  shop  floor  needs,  or  for  the  bank  associating  customer  information  with 
loan  data,  Cullinet's  micro  to  mainframe  integration  allows  you  to  deliver  the  appropriate  data  to  a  personal 
computer  for  analysis  so  that  your  managers  can  make  effective  business  decisions  for  your  company. 

Only  Cullinet's  Complete  Corporate  Information  Solution 
is  based  on  Three -Level  Integration . . . 


. . .  resulting  in  a  comprehensive  information  system  that  delivers  the  tools  you  need  to  address  today's 
critical  business  requirements,  make  decisions  on  the  latest  information  and  respond  to  the  challenging 
environment  of  today  and  tomorrow.  Only  through  the  complete  integration  of  applications,  informa- 
tion center  and  database  can  you  gain  a  lasting  competitive  advantage. 

For  more  information  about  the  only  corporate  information  strategy  for  the  '80's  and  '90  s,  call  Cullinet's 
toll-free  number  1-800-551-4555. 

The  Leader  in  Information  Systems  Software 


Cullinet 

©  1986  Cullinet  Software,  Inc..  Westwood,  MA  02090-2198 


The  new  SpeiTy  Corp.  is  slimmed  down 
and  gussied  up,  with  cash  in  its  purse.  Is  it 
shopping  for  technology  or  a  spouse? 


All  dressed  up 


By  Ellen  Benoit 


Outside,  Mickey  Mouse,  Goofy 
and  Donald  Duck  cavorted  for 
hordes  of  merrymaking  young- 
sters. Inside,  in  Sperry  Corp.'s  com- 
puter pavilion  at  Disney's  Epcot  Cen- 
ter, the  company  was  putting  on  an 
entertainment  of  its  own,  offering  the 
press  its  "new"  image  as  a  full-line 
computer  company. 


After  more  than  three  decades  of 
trying  everything  from  farm  equip- 
ment leasing  to  the  manufacture  of 
hydraulics  equipment,  Sperry  had  de- 
cided to  return  to  its  roots.  And  to 
make  sure  everyone  got  the  message, 
the  marketing  brass  met  the  press  at 
Epcot  Center,  hard  by  Disney  World,  a 
fitting  stage  for  showing  enthusiasm 
about  the  future. 

For  2Vi  days  Sperry's  assembled  en- 


PI 


Sperry  Chairman  Gerald  G  Probst 

Fvg-nt  behind  the  eight  ball  to  a  premier  computer  company? 


gineers  and  strategists  mapped  thei 
company's  plans  for  the  rest  of  th<j 
decade  and  into  the  1990s.  They  an 
nounced  a  franchising  plan  for  Sperj 
ry's  software  development  program} 
Mapper;  a  computer-aided  instruction 
program  called  Pilot;  a  $225  millioij 
plant  for  producing  semiconductors,-  i 
five-year,  $250  million  investment  in 
artificial  intelligence  software;  even  a 
plan  to  spend  $200  million  to  become 
a  "third-party  maintenance"  vendor 
Altogether,  the  company  declared  itj 
self  ready  to  spend  $2  billion  by  199(j 
to  become,  as  Chairman  Gerald  G 
Probst  put  it,  a  "premier  computer 
based  electronics  company." 

Ambitious,  to  be  sure.  And  finan- 
cially speaking,  Sperry  seems  entitlec 
to  hope.  Revenues  for  fiscal  1986 
which  ends  Mar.  31,  are  expected  tC 
be  up  by  less  than  10%  over  last  year's 
$5.7  billion.  Aftertax  earnings  are! 
likely  to  be  slightly  lower  than  1 985's 
$287  million,  but  only  because  ne< 
income  will  be  reduced  in  part  by  the 
writedown  of  $220  million  on  the  sale 
of  its  New  Holland  farm  equipment 
division  to  Ford  Motor  Co.  last  fall 
With  that  sale,  not  incidentally,  Sper 
ry  finally  shed  its  last  piece  of  nom 
electronics  business. 

Financial  strength  not-) 
withstanding,  might  Sperry's 
new  strategy  be  overreaching 
a  bit?  Sperry  is  the  world's 
fourth-largest  mainframe 
manufacturer,  but  it  hold 
that  place  with  4%  of  a  mar- 
ket in  which  76%  is  held  by 
IBM.  Normally,  companie 
that  are  in  such  a  situation 
look  for  profitable  niches  to 
exploit  rather  than  challenge 
a  gigantic  competitor  across 
a  full  line  of  products  and 
services. 

For  Sperry,  the  dangers  ol 
pursuing  the  latter  course  are 
obvious.  Consider  that  last 
month  IBM  chopped  10%  of II 
the  price  of  two  models  of  its 
top-of-the-line  mainframe, 
the  3090  "Sierra,"  in  order  to 
grab  more  market  share, 
while  Sperry's  challenger  to 
the  3090,  an  upgraded  ver 
sion  of  its  1100/90,  will  not 
be  on  the  market  until  1988 
at  the  earliest. 

Probst,  62,  does  not  sound 
worried.  "We  don't  have  to 
be  in  sync  with  IBM,"  he 
says.  "We're  still  very  much 
in  the  life  cycle  of  the 
1100/90.  The  main  thing  is 
that  the  world  knows  we  are 
going  to  bring  out  successor 
products." 
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Krupp  engineering  for  excellence 


With  fly  jib  fitted, 
Krupp' s  new  telescopic  rood  crane 
reaches  a  height  of  463  ft. 


Not  quite  as 


all  as  Cologne 


cathedral  


but  a  lot  more 
naneuverable. 


he  500  GMT  is  Krupp's 
jjiggest  and  most  powerful 

lescopic  crane.  It  can  lift  all 

f  500  metric  tons.  The  com- 
pletely new  vehicle  concept 

ears  witness  to  Krupp 
i  idustrietechnik's  innovative 

rength*. 

:iagine  lifting  a  heavy  weight 
'ith  arms  outstretched,  swinging 
[round  to  one  side  and  laying  it 
own  again.  The  ordeal  would 
ive  you  some  idea  of  the  stres- 
:?s  a  giant  crane  has  to  cope  with. 

he  500  GMT  can  lift  the  equi- 
alent  of  400  medium-size  cars. 
iut  a  champion  cannot  win  by 
rength  alone.  Mobility  is  a 
lust.  And  Krupp's  supercrane 
;aves  many  a  rival  standing. 

he  nine-axle  vehicle  weighing 
1  at  110  tons  has  a  top  road 
oeed  of  40  mph.  To  strength 


>r  more  information  on  Krupp's  activities  in 
ecialized  mechanical  engineering  contact, 
upp  Industries  Inc.,  1370  Washington  Pike, 
idgeville  PA:  15017. 


and  mobility  add  robust  con- 
struction and  you  have  every- 
thing you  need  for  handling 
loads  safely. 

The  supercrane  testifies  to 
Krupp's  engineering  prowess. 
We  make  seawater  desalination 
plants,  complete  car-tire  facto- 
ries, power  units  for  high-speed 
trains,  antennas  for  satellite  TV. 
And  a  host  of  other  industrial 
facilities. 

<&  KRUPP 


Creative  dialogue  is  our  spring- 
board. Krupp  engineers  work  in 
close  partnership  with  customers 
seeking  solutions  to  the  prob- 
lems that  affect  us  all. 

We  provide  the  advanced 
engineering  materials,  facilities 
and  systems  needed  for 
speedy  and  sustained  economic 
progress. 

Krupp.  A  tradition  of  progress. 


Maybe,  but  will  the  world  wait? 
Considering  the  competition  facing 
it,  Spcrry  might  in  fact  need  a  deep- 
pockets  merger  partner,  with,  say,  a 
company  in  telecommunications,  if 
the  firm's  vision  for  the  1990s  is  to 
become  fact.  Not  so,  counters  Probst: 
"The  company  is  not  for  sale,  and  it 
never,  ever  has  been." 

But  push  Probst  a  bit  and  he  begins 
to  sound  like  a  man  willing  to  consid- 
er hedging  his  bets:  "We've  said  we 
need  to  be  in  telecommunications, 
but  we  don't  see  any  urgency — it 
doesn't  have  to  happen  next  year  or 
three  years  from  now.  And  we  don't 
rule  out  how  that  can  be  accom- 
plished. Merger  could  be  one  consid- 
eration, but  there  still  will  be  oppor- 
tunities for  acquisitions,  joint  ven- 
tures, all  kinds  of  things." 

Sperry's  president  and  chief  operat- 
ing officer,  Joseph  f.  Kroger,  51,  seems 
to  drop  heavier  hints.  "It  seems  to 
me,"  he  says,  "if  I  were  looking  at  an 
acquisition  of  a  company  like  Sperry, 
I'd  rather  look  at  it  now  than  two 
years  ago." 

Sperry's  restructuring  comes  after 
years  of  groping  by  a  management  pre- 
occupied with  financial  cares.  Ex- 
plains Controller  Edwin  Gilbert, 
"Throughout  the  Seventies  the  com- 
pany was  managed  for  earnings,  peri- 
od. As  long  as  each  quarter's  number 


was  bigger,  no  one  paid  attention  to 
where  the  earnings  came  from."  In 
fact,  earnings  gains  came  largely  from 
long-term,  fixed-rate  computer  leases, 
and  when  interest  rates  began  rising 
in  late  1979,  those  leases  became  se- 
vere liabilities.  By  1982  Sperry's  re- 
turn on  equity  was  9.6%  and  total 
debt  was  up  to  nearly  $2  billion — 95 
cents  of  debt  for  every  $1  of  equity. 
To  start  cleaning  up  the  balance 


"We  don't  have  to  be  in  sync 
with  IBM"  says  Gerald 
Probst.  "The  main  thing  is 
that  the  world  knows  we 
are  going  to  bring  out 
successor  products." 
Maybe,  but  will  the  world 
wait? 


sheet  and  paying  down  debt,  the  com- 
pany began  selling  off  leases  and  long- 
term  receivables,  and  in  January  1984 
it  sold  off  the  Vickers  hydraulics  divi- 
sion. Now  only  20%  of  Sperry's  com- 
puter business  comes  from  leasing, 
and  the  company's  debt-to-equity  ra- 
tio is  about  30%,  while  long-term 
debt  has  been  chopped  to  less  than  $1 
billion.  Meanwhile,  the  firm  has  been 
building  a  cash  hoard,  projected  to 
total  more  than  $500  million  by  mid- 


year, which  Probst  and  Kroger  main 
tain  will  be  used  to  buy  technology,  i] 
part,  through  joint  ventures  an 
acquisitions. 

Of  course,  such  a  stockpile  als 
makes  a  nice  dowry,  and  the  questioi 
of  whether  Sperry  should  invite  suit 
ors  has  already  caused  a  fair  amoun 
of  tension  in  the  executive  suite.  Spei 
ry's  chief  financial  officer,  Vincen 
McLean,  resigned  last  fall  because  h 
disagreed  with  Probst  and  Kroger' 
contention  that  the  company  could  g< 
it  alone  in  the  computer  business. 

McLean  had  unsuccessfully  urge 
the  two  to  accept  an  earlier  merge 
offer  made  by  Burroughs.  "Sperry' 
had  30  years  in  the  computer  bus 
ness,"  says  he,  "and  it's  been  behin 
the  eight  ball  for  all  but  the  first  2.  If  ii 
wanted  to  pursue  IBM,  it  was  neces 
sary  to  get  much  larger,  and  the  Bur 
roughs  merger  would  have  given  us  . 
chance." 

With  a  recent  market  price  of  53 Vi, 
book  value  of  about  the  same  and 
history  of  trading  at  a  discount  t< 
book,  Sperry  would  seem  at  present  t< 
be  fairly  valued  by  investors.  That  will 
change,  of  course,  if  a  suitor  (welcom 
or  otherwise)  comes  calling.  Mean 
while,  there  is  no  guarantee  that  Sper 
ry  can  move  fast  enough  to  recover  th 
significant  ground  lost  during  its  30 
year  identity  crisis.  ■ 


These  securities  have  been  sold  privately.  This  announcement  appears  as  a  matter  of  record  only. 

ACE  Limited 

2,850,000  Common  Shares 

$100  per  share) 


The  undersigned  acted  as  financial  advisor 
in  connection  with  the  formation  of  ACE  Limited 
and  the  private  placement  of  these  securities 

Morgan  Guaranty  Trust  Company  of  New  York 
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RYDER 

INSURES 
TRUCK 
INSURANCE. 


These  days,  insurance  is  no 
sure  thing. 

If  you  own  or  lease  trucks, 
you  know  that  liability  insur- 
ance has  become  very  expen- 
sive. And  is  even  tough  to  come 
by.  So  tough,  in  fact,  that  a 
number  of  our  competitors 
don't  even  offer  it  as  a  lease  op- 
tion. But  in  many  cases,  Ryder 
can  extend  insurance  cover- 
age to  your  company. 

Only  the  industry  leader 


can  put  the  brakes  on  the  ris- 
ing costs  of  your  insurance.  At 
Ryder,  we  extend  our  liability 
insurance  coverage  to  many 
of  our  Full-Service  Lease  and 
commercial  rental  customers 
through  a  national  A-rated  in- 
surance company.  Ryder  can 
assume  physical  damage  re- 
sponsibility, too.  And  we 
do  this  very  competitively 
because  of  the  proven  Ryder 


Safety  Program.  A  program 
executed  by  1 18  Ryder  Safety 
Managers,  who  evaluate,  cer- 
tify and  provide  continuing 
educat  ion  for  your  drivers.  And 
who  make  certain  your  trucks 
meet  DOT  requirements. 

And  to  keep  your  trucks  in 
top  running  condition  all  year 
long,  Ryder  offers  the  industry's 


most  comprehensive  preven- 
tive maintenance  program, 
available  at  over  650  locations 
nationwide. 

So  whether  you  need  one 
truck  or  50,  don't  let  high  rates 
or  unavailable  liability  cover- 
age keep  you  off  the  road.  Make 
The  Right  Move.  Call  Ryder 
today  at  1-800-446-5511. 


K.  RYDER.  THE  RIGHT  MOVE. 


r  rents 
latest  model 


DRIVE  THE  RIGHT  CAR  AND  THIS  TRIP 
IS  NOT  UNLIKE  LE  MANS. 


A  Le  Mans  of  the  mind, 
for  speed  is  not  all  there  is 
to  the  thrill  of  driving. 

Given  the  right  car, 
almost  any  particular 
moment  can  add  to  your 
enjoyment  of  life.  (If  that's 
a  little  too  heavy,  okay.  But 
concede  that  it  could  be 
argued  that  merely  idling 
in  a  finely  tuned,  finely 
engineered  automobile 
can  be  a  kick  of  ethereal 
proportions.) 

So  its  8:31  in  the  morn- 
ing. Lets  examine  the 
unbridled  joy  of  driving  a 
Saab  at  35  miles  per  hour 
and  lower. 

8:31.  A  world  class  turn 
in  front  of  the  delicatessen 
made  even  more  treach- 
erous by  the  mornings 
rain.  Front-wheel  drive, 
rack -and -pinion  steering, 
wide  radial  tires,  Saabs 
aerodynamics.  They  all 
work  to  make  the  curve 
gentle  and  benign. 

8:33.  A  full  stop.  Disc 
brakes  on  all  four  wheels 
are,  of  course,  an  old  story. 
But  its  a  good  old  story. 

8:33:07.  Another  full 
stop.  This  one  unexpected. 
But  made  rapidly  and  unerr- 
ingly. The  car  ahead  with 
the  "/  brake  for  squirrels" 
bumper  sticker  really  does 


brake  for  squirrels. 

8:36,  Town  road.  The 
longest  straightaway  on 
the  course.  The  16-valve, 
intercooled,  turbocharged 
engine,  capable  of  doing 
130  and  more  on  a  test 


track,  reaches  its  man- 
dated maximum  of  35  mph 
and  purrs  nicely  along  at 
that  speed. 

8:38.  McDonalds.  A 
black  coffee  and  an  Egg 
McMuffiii.  The  steam 
from  the  coffee  goes 
out  through  the  sunroof. 
Good  option,  that. 

8:41.  The  gas  station. 


No  sweat.  Not  with  the 
kind  of  fuel  efficiency"  Saab 
gets  despite  its  perfor- 
mance kick. 

8:42.  The  bank.  Car 
loan  payments  due.  No 
sweat  there  either.  It  could 
be  a  lot  more  having  to  pay 
off  a  BMW  or  Mercedes. 

8:44.  The  Saab  dealer. 
Contentment  in  knowing 
you  have  lots  of  dealers 
who  stock  lots  of  parts  and 
train  mechanics  in  every 
nook  and  nuance  of  the  car. 

8:45.  Red  light.  Time  to 
contemplate  the  safety  that 
Saab's  vaunted  perfor- 
mance creates.  Sure  it's 
clear  to  the  eye  that  Saab's 
construction  provides  pas- 
sive safety.  But  the  active 
safety  of  the  handling, 
acceleration  and  sports  car 
attributes  require  a  long 
light  to  appreciate  fully. 

8:49.  Stop  at  the 
lumber  yard.  Put  the  back 
seat  down  and  fill  the  56.5 
cubic  feet  of  cargo  space 
with  lots  of  nice  redwood. 
Who  needs  a  station  wagon 
when  you  can  have  a  sports 
sedan  and  a  lot  of  room  to 
carry  junk  besides? 

8:55.  24  minutes  at 
Le  Mans.  Finis. 

SAAB  (&) 

The  most  intelligent  cars  ever  built.  ^^Z^r 


Saab900s  ra>ige  in  price  from  $12,585 for  the  9003 -door  5 -speed  to  $18,895  for  the  3 -door  5 -speed.  16-valve  Turbo.  Manufacturer's  suggested  retail  prices.  Not  including  twees,  license,  freight,  dealer  charges  or  options 
There  area  /;mi.Vd«to»iAer^7Mfto»iO(fcfc^tofci<^Saa6S£xc/itS)i¥4^^«(m(7ite  Group,  which  includes:  leather  upholstery,  tog  light'.,  atul  electric  sunroot  at  additional  cost.  *Saab  900  5-speed  16-mke  Turbo 
■  ity  mpg.  26  adjusted  highway  mpg.  Use  adjusted  mpg  lor  comparison  only.  Mileage  vanes  with  speed,  tnp  length  and  weather 


Numbers  Game 


Is  the  auditors  report  worth  the  paper  it's 
written  on?  An  old  question,  but  the  an- 
swers are  getting  better. 

Rearview  mirror? 
Or  the  road 
ahead? 


By  Eva  Pomice 


T|he  1984  annual  report  Beker 
Industries'  shareholders  re- 
ceived last  April  made  their  fu- 
ture look  bright.  Debt  refinanced. 
New  fertilizer  and  petrochemical 
plants  going  up.  Current  assets  com- 
fortably ahead  of  current  liabilities. 
Beker,  crowed  Chairman  Erol 
Beker  and  his  son,  President 
Erol  Y.  Beker,  in  their  letter  to 
shareholders,  "is  positioned  to 
reap  long-term  rewards  for  its 
stockholders."  A  few  pages  lat- 
er, Big  Eight  accountant  Arthur 
Andersen  &  Co.  gave  Beker's  fi- 
nancial a  clean  opinion. 

Seven  months  later,  on  Oct. 
21,  Beker  Industries  filed  for 
protection  under  Chapter  1 1  of 
the  Bankruptcy  Code.  The  stock 
recently  traded  at  '/»,  down  from 
6V2  on  the  date  of  the  auditor's 
opinion. 

Beker  is  no  isolated  case.  CLC 
of  America,  Drysdale  Govern- 
ment Securities,  Beverly  Hills 
Savings  &.  Loan — these  are  just 
a  few  of  the  many  companies 
that  received  clean  auditors' 
opinions  only  months  before  filing  for 
bankruptcy.  As  a  result,  investors, 
government  probers  and  accountants 
themselves  are  again  asking:  Has  the 
Report  of  Certified  Public  Accoun- 
tants lost  its  meaning? 

Robert  Temkin,  national  director  of 
auditing  standards  for  Arthur  Young, 
worries  that  it  has.  "The  words  are 
irrelevant,"  says  Temkin  flatly.  "Peo- 
ple just  look  to  see  if  there  are  two 
paragraphs  and  a  signature." 

'You  know  the  auditor's  letter.  It's 


the  one  accompanying  the  financials 
that  begins,  "We  have  examined  the 
consolidated  balance  sheets  of.  ..." 
In  1980  the  Auditing  Standards 
Board's  Cohen  Commission  looked 
into  the  issue  of  the  letter's  value,  and 
ducked.  It  suggested  words  like  "fair- 
ly" and  "consistency"  be  deleted  from 
the  opinion  and  that  the  standard 


phrase  "absolute  assurance"  be  re- 
placed with  "reasonable  assurance." 
Even  these  suggestions  were  rejected. 

Now  some  of  the  profession's 
brighter  minds  are  again  evaluating 
the  role  of  public  auditors  and  the 
opinions  they  render.  One  of  those 
minds  belongs  to  Jerry  Sullivan,  direc- 
tor of  auditing  policy  at  Coopers  & 
Lybrand  and  chairman  of  the  AICPA's 
Auditing  Standards  Board.  Under  Sul- 
livan, the  ASB  is  thinking  about 
changing  the  auditor's  letter — part  of 


a  larger  effort  that  includes  task  forces 
on  fraud,  risk  analysis  and  internal 
accounting  controls.  "The  prelimi- 
nary conclusion,"  says  Sullivan,  "is 
that  we  shouldn't  have  what  is  pres- 
ently perceived  as  a  two-paragraph  au- 
dit report,  but  that  it  should  be  more 
market-driven."  Translation:  Audited 
financials  should  provide  sharehold- 
ers with  more  of  the  future-oriented 
information  they  need  to  make  ratio- 
nal investment  decisions. 

Beker  was  brought  low  by  weak 
phosphate  prices  unable  to  support 
even  Beker's  refinanced  debt  load. 
Management  might  have  warned 
shareholders  that  if  prices  failed  to 
recover  to  such  and  such  a  level,  the 
company's  ability  to  service  its  debt 
would  be  seriously  impaired.  Instead, 
management  boasted  of  new  plants 
and  a  new  trading  operation. 

"Future-type  uncertainties  are  not 
being  adequately  discussed  and  dis- 
closed," worries  Sullivan,  without 
mentioning  Beker.  His  solution?  He 
would  like  to  see  more  disclosure  of 
management's  assumptions  and  plans 
for  the  following  year.  "Now  the  audi- 
tor's report  is  historical  in  perspec- 
ickman  tive.  The  letter  should  include 
the  implications  of  past  activi- 
ties on  the  management's  fu- 
ture plans." 

Sullivan  mentions  Eastern 
Air  Lines,  which  narrowly 
averted  bankruptcy  by  agreeing 
to  sell  out  to  Texas  Air's  Frank 
Lorenzo.  In  Sullivan's  opinion, 
Eastern  ought  clearly  and  force- 
fully to  disclose  in  the  annual 
report  the  company's  problems 
with  its  unions  and  should  indi- 
cate any  plans  for  re-funding 
debt  and  meeting  cash  flow  defi- 
ciencies. In  1984's  annual  re- 
port, Chairman  Frank  Borman 
mentioned  labor  "difficulties," 
but  emphasized  the  "working 
together"  spirit  at  Eastern. 

What  if  management  refuses 
to  disclose  such  prospective 
problems?  Then  the  accountants 
should  disclose  the  problems  for 
them.  The  auditor's  letter,  as  lerry 
Sullivan  puts  it,  could  be  a  "court  of 
last  resort." 

The  worthy  notion  that  accoun- 
tants should  look  at  the  road  ahead  of 
the  company  as  well  as  in  the  rear- 
view  mirror  seems  to  be  catching  on. 
But  slowly.  Listen  to  Joseph  Connor, 
chairman  of  Price  Waterhouse:  "The 
auditor  should  report  not  only  on  fi- 
nancial position  but  also  on  financial 
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sterdam  •  Athens  •  Belgrade  •  Berlin  •  Brussels  •  Bucharest  •  Budapest  •  Dubrovnik  •  Frankfurt  •  Geneva  •  Hamburg  •  Helsinki  •  Istanbul  •  Leningrad 

Pan  Am  Hies  To 
More  Places  In  Europe 

Than  All  U.S.  Airlines 

Combined. 

When  youplan  to  go  to  Europe,  call  Pan  Am  first.  We 
have  so  many  flights  to  so  many  cities,  you  probably  won't 
have  to  make  a  second  call  to  anyone  else. 

Starting  April  27th,  we'll  be  offering  you  even  more- 
new  service  to  Oslo,  Helsinki,  Prague  and  Stockholm,  as 
well  as  new  nonstops  to  Shannon  and  Milan*  And 
Pan  Am  will  become  the  only  U.S.  airline  to  fly  into 
Leningrad  and  Moscow! 

Only  Pan  Am  offers  you  over  200  flights  a  week  to 
more  cities  in  more  European  countries  than  any  other 
U.S.  airline.  With  a  schedule  like  this,  and  experience  like 
Pan  Am's,  why  fly  with  anyone  else?  /^^^v 


Pan  Am.You  Can  t  Beat  The  Experience®  V^g? 

Schedules  subject  to  change  without  notice.  *Service  effective  3/13/86. 


London  •  Milan  •  Moscow  •  Munich  •  Nice  •  Nuremberg  •  Oslo  •  Paris  •  Prague  •  Rome  •  Shannon  •  Stockholm  •  Stuttgart  •  Vienna  •  Warsaw  •  Zagreb  •  Zurich 


lirmingham,  Gadsden.  Huntsville.  Mobile.  Montgomery  •  ALASKA  Anchorage.  Fairbanks  •  ARIZONA  Phoenix.  Tucson  •  ARKANSAS  Fort  Smith.  Little  Rock.  Sprir 
1  IRNIA  Anaheim.  Bakersfield.  Chatsworth.  City  of  Industry.  Dublin.  Fresno.  Modesto,  Rancho  Cordova.  Rancho  Mirage.  Redding.  Riverside.  San  Bruno,  San  Di 
Santa  Rosa.  Ventura  •  COLORADO  Colorado  Springs,  Denver,  Glenwood  Springs,  Pueblo,  Steamboat  Springs,  Sundance  Plaza  •  CONNECTICUT  East  Hart 
Wilmington  •  FLORIDA  Ft.  Lauderdale.  Ft.  Myers.  Jacksonville,  Miami,  Orlando.  Pensacola.  Tampa.  West  Palm  Beach  •  GEORGIA  Marietta.  Savannah  •  HA 
Boise,  Idaho  Falls,  Pocatello,  Twin  Falls  •  ILLINOIS  Burr  Ridge.  Champaign,  Peoria.  Schiller  Park.  Springfield  •  INDIANA  Evansville,  Fort  Wayne.  Indianapolis 
A  Davenport,  Des  Moines,  Dubuque.  Sioux  City  •  KANSAS  Liberal.  Overland  Park.  Shawnee  Mission.  Wichita  Falls  •  KENTUCKY  Fort  Wright.  Lexington.  Louis 
I  Alexandria.  Baton  Rouge.  Houma.  Lafayette.  Lake  Charles,  Metairie.  Morgan  City,  Shreveport.  West  Monroe  •  MAINE  Bangor,  Caribou.  Yarmouth  •  MARY 
tov.  n.  Linthicum  Heights.  Salisbtirv  •  MASSACHUSETTS  Auburn.  Springfield.  Watertown  •  MICHIGAN  Grand  Rapids,  Holt,  Kalamazoo,  Marquette.  Muske 
•  >;  /  VNESOTA  Albert  Lea.  Eau  Claire.  Minneapolis.  Rochester.  St.  Paul.  Winona  •  MISSISSIPPI  Jackson,  Pascagoula.  Tupelo  •  MISSOURI  Cape  Girardeau.  St. 


Pitfall  No.  12  RISK 


Knowin'  when  to  pass  or  play 


It's  a  chance.  And  its  hard  to 
make  head  or  tail  of  it.  But  you  have 
to  act  before  it  slips  away. 

Informed  decisions  determine 
whether  your  business  thrives.  Or 
merely  survives.  You  need  the  power 
of  communication.  You  need  the 
influence  a  phone  can  give  you.  An 
Executone  phone  system.  To  make 
the  right  moves.  At  the  right  time. 

Executone  phones  give  you 
access  to  the  facts.  To  help  you 
overcome  business  pitfalls.  To  help 
you  through  taking  a  risk.  Send  for 
an  excerpt  from  the  book,  The  25 
Most  Common  Pitfalls  of  Growing 
Businesses.  Just  ask,  its  free.  We've 
got  some  answers.  Because  for  over 
50  years,  we've  provided  innovative 
equipment  and  reliable  service  to 
successful  businesses. 

Contel  Executone.  For  phones 
that  perform.  When  you  want.  The 
way  you  want.  So  you  can  keep  your 
mind  on  business.  Because  for 
growing  businesses  today,  coping 
with  the  unusual  is  business  as  usual. 
And  you  need  effective  business  tools 
to  take  advantage  of  unexpected 
opportunities.  Call  us. 
1-800-645-1111 

Contel  Executone.  We  Mean  Business. 


CONTEL  EXECUTONE 

5550  Triangle  Parkway,  Norcross,  Georgia  30092 


field  •  MONTANA  Billing.  Bozeman  •  NEBRASKA  Omaha.  Semis  Bluff  •  NEVADA  Us  Vegas,  Sparks  •  NEW  HAMPSHIRE  Stratham  •  NEW  JERSEY  Edison.  Fairfield,  Marlton. 
renlon  •  NEW  MEXICO  Albuquerque,  Roswell,  Santa  Fe  •  NEW  YORK  Albany.  Flmira  Heights,  Jamestown,  Long  Island  Citv,  New  York,  Roehesler,  Rock  Tavern,  South  Hauppauge, 
se.  Vestal,  West  Amherst  •  NORTH  CAROLINA  Charlotte,  Durham.  Fayetteville,  Greensboro,  New  Bern,  Raleigh,  Wilmington  •  NORTH  DAKOTA  Mandan  •  OHIO  Akron.  Cin- 
.  Columbus,  Dayton.  Lima.  Newton  Falls,  Perrysburg.  Warrensville  Heights  •  OKLAHOMA  Oklahoma  City.  I'onea  City.  Tulsa  •  OREGON  Portland  •  PENNSYLVANIA  Allentown. 
t.  Ebcnsburg.  Erie,  Lemoyne.  Norristown,  Pittsburgh,  Reading.  Williamsport,  York  •  RHODE  ISLAND  East  Providence  •  SOUTH  CAROLINA  Charleston,  Greenville.  West  Colum- 
'JUTH  DAKOTA  Pierre.  Rapid  City.  Sioux  Falls,  Spearfish  •  TENNESSEE  Arlington,  Chattanooga,  Germanlown,  Jackson,  Kingsport,  Knoxville.  Nashville  •  TEXAS  Abilene, 
Jo,  Austin.  Corpus  Christi,  Dallas.  II  Paso,  Fori  Worth,  Houston,  Long  view,  Lubbock,  Midland.  San  Antonio,  Temple.  Tyler.  Wichita  Falls  •  UTAH  Murray,  St.  George*  VERMONT 
d.  Williston  •  VIR(  UNIA  Fairfax,  Norfolk.  Richmond,  Roanoke  f  WASHINGTON  Kennewick,  Seattle.  Spokane,  Tacom'a  •  WEST  VIRGINIA  Dunbar  •  WISCONSIN  Appleton. 
nonee  Falls,  Madison.  Wausau 


Look  into  Stone  Container 


mm 


Stone  quality.  If  we  don't  meet  it,  we  eat  it. 

Our  people  have  the  commitment.  Our  customers  have  the  proof. 

You  can't  put  a  price  on  quality.  So  it  our  mill  products  don't  shape 
up,  they  don't  ship  out. 

The  fact  is,  our  ability  to  control  every  step  of  our  operations— 
from  the  planning  stage  through  the  manufacturing  of  container- 
board  and  kraft  paper— assures  success  at  the  end  of  the  line. 

Throughout  this  process,  quality  people  operating  quality 
equipment  create  quality  materials  of  such  uniformity  and  con- 
sistency that  they  surpass  industry  standards.  That's  what  goes  into 
our  boxes  and  bags.  And  that's  the  same  quality  containerboard 
and  kraft  paper  we  send  our  customers  to  use  in  the  manufacture 
of  their  packaging  products. 

Quality.  It's  the  centerpiece  of  our  company  philosophy 
Innovation,  Quality,  Service. 

Three  tittle  words.  One  big  commitment.  Our  people  have  it. 
Our  customers  get  it. 


Stone  Container  Corporation 

Innovation-  Quality  Service 


Chicago.  H.  60601 


ndition.  Financial  position  is  a 
apshot  of  a  company's  assets  at  a 
iven  point  in  time.  But  financial  con- 
ition  is  a  look  at  whether  it  is  going 
be  around  in  the  next  several 
lonths  after  an  audit.  If  there  are 
/arnings  as  to  the  company's  contin- 
ed  viability,  they  should  be  sounded 
plain  English." 

Connor  would  demand  that  such 
earnings  be  made  to  a  company's 
oard,  not  its  shareholders — an  inter- 
sting  position,  but  one  that  would 
robably  be  tough  to  defend  in  a 
lareholder  class  action. 
Unfortunately,  Sullivan  and  Con- 
or are  still  in  a  minority  among  ac- 
ountants.  Most  auditors  continue  to 
isist  that  their  role  is  to  audit  and 
ertify  past  results:  This  is  where  your 
ompany  went  last  year;  please  don't 
sk  us  where  it's  going.  The  future  is 
nanagement's  job. 

"My  preference  is  that  risks  be  dis- 
losed  in  the  financial  statements 
ather  than  in  the  auditors'  report,  on 
le  basis  that  they  should  be  a  man- 
gement  representation,"  says  Arthur 
iegel,  Price  Waterhouse's  national 
irector  of  accounting  services.  "The 
uditor's  job,"  he  adds,  "is  to  look 
ver  [management's]  shoulder,  to 
lake  sure  those  representations  are 
ccurate  and  reliable." 
That  view  won't  cut  much  ice  in 
Vashington,  where  Representative 
ohn  Dingell's  House  Subcommittee 
n  Oversight  &.  Investigation  is  hold- 
rig  hearings  into  financial  accounting 
nd  reporting  practices.  "If  the  audi- 
or  is  going  to  sign  off  on  what  man- 
gement  presents,  we  may  as  well  just 
st  management  write  the  opinion," 
owers  the  legal  counsel  for  the  Din- 
ell  committee.  "We  can't  depend  on 
nanagement  to  blow  the  whistle  on 
self." 

Nor  will  it  insulate  the  accountants 
om  juries  sympathetic  to  burned  in- 
estors — even  more  dangerous  now 
lat  a  California  court  has  upheld  the 
ght  of  investors  and  other  third  party 
aintiffs  to  sue  the  auditors  for  negli- 
gence.   Says    Coopers    &  Lybrand 
Bouse  Counsel   Harris  Amhowitz: 
ii' Auditors  are  sued  not  because  they 
lidn't  do  their  job  but  because  they 
ire  the  deep  pockets." 
I  In  Amhowitz'  view,  openly  accept- 
ng  responsibility  for  looking  into  the 
future  could  well  open  the  accoun- 
tants to  more  negligence  suits.  Says 
Amhowitz:   "If  auditors  undertake 
that  responsibility,  they  could  be  ac- 
cused of  not  performing  it  well." 

Where  in  all  this  is  the  Securities  & 
Exchange  Commission?  In  the  1970s 
pe  SEC  was  often  keen  to  promulgate 
better  accounting  standards.  Today 


many  accountants  seem  to  miss  the 
SEC's  prod — it  is,  after  all,  easier  to 
insist  that  your  client  disclose  some- 
thing because  the  government,  as  op- 
posed to  the  auditor,  demands  it.  But, 
Sullivan  says,  "There's  a  feeling  that 
if  the  SEC  doesn't  move  quickly 
enough,  we  might  start  to  tackle  it  in 
our  report."  He  adds:  "If  management 


doesn't  disclose  underlying  assump- 
tions in  the  financial  statements, 
then  we  might  be  willing  to  do  so." 

Should  auditors  shoulder  some  re- 
sponsibility for  peering  into  the  fu- 
ture as  well  as  certifying  the  past?  It's 
a  question  that  won't  be  resolved 
soon.  It  is  some  solace,  however,  that 
the  answers  are  getting  better.  ■ 


On  the  Docket 


Think  banks  had  problems  over  their  Latin 
American  loans?  Here  comes  a  new  head- 
ache, the  Superfund  lawsuits. 


Cover  your  assets 


By  Jill  Andresky 


Ten  years  ago  the  loan  depart- 
ment at  Girard  Bank  approved  a 
ine  of  credit  for  Turco  Coatings, 
Inc.,  a  Phoenixville,  Pa.  paint  compa- 
ny. When  Turco's  business  began  to 
sour,  Girard  representatives  started 
regularly  visiting  the  company  to 
monitor  sales  and  accounts  receivable 
and  generally  keep  watch  on  the 
bank's  investment. 

Sound  banking  practice?  Any  rea- 
sonable person  would  have  to  think 
so.  But  a  decade  later  that  harmless 
and  wholly  prudent  gesture  has  be- 
come more  flotsam  on  the  swelling 
tide  of  questionable  litigation  against 
banks  and  other  creditors  by  federal 
and  state  environmental  protection 
agencies  and  private  individuals. 

Unknown  to  the  bank,  it  seems  that 
Turco  had  been  improperly  disposing 
of  hazardous  chemical  waste  on  its 
property  for  years.  When  the  company 
went  bankrupt  in  1980  the  polluted 
land  passed  into  the  hands  of  the  new 
owners,  Thomas  and  Anna  Mirabile, 
who  claim  not  to  have  known  that 
hazardous  chemicals  were  dumped  on 
the  site. 

Enter  the  Environmental  Protec- 
tion Agency,  which  in  1984  brought 
suit  under  the  Carter  Administra- 
tion's Superfund  legislation,  to  force  a 


cleanup  of  the  site.  But  instead  of  su- 
ing just  Turco,  now  bankrupt,  the 
EPA  sued  the  Mirabilcs,  the  new  own- 
ers of  the  property.  The  Mirabiles 
then  argued  that  Mellon  Bank,  into 
which  Girard  had  earlier  been 
merged,  should  also  be  sued.  The  ra- 
tionale? Because  Girard  had  previous- 
ly taken  steps  to  monitor  Turco's 
business  activities,  the  bank  had  in 
effect  functioned  as  a  business  man- 
ager of  the  enterprise  and  therefore 
should  have  done  something  to  clean 
up  the  hazardous  waste. 

Preposterous?  That's  what  Mellon 
Bank  officials  thought,  and  they 
promptly  motioned  for  a  summary 
judgment  stating  that  there  were  no 
grounds  for  the  suit.  Too  bad.  Last 
September  the  U.S.  District  Court  for 
Eastern  Pennsylvania  held  that  Mel- 
lon Bank  could  in  fact  be  sued  under 
the  Superfund  statute  because  of  un- 
resolved questions  about  the  extent  of 
the  bank's  involvement  in  managing 
Turco's  affairs. 

The  decision,  which  shocked  bank 
officials  into  a  quick  out-of-court  set- 
tlement for  fear  of  what  would  happen 
if  the  case  proceeded  to  trial,  is  the 
latest  example  in  a  string  of  alarming 
environmental  law  decisions  against 
investors  and  all  types  of  third  parties. 
Says  Eric  Rothenberg,  a  partner  at  the 
environmental  law  firm  of  Bryan, 
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If  you  think 

thisisall 
Coleman  does, 
you're  not 
evenwarm. 


Most  people  know  Coleman  makes 
lanterns.  What  they  don't  know  is  we 
also  make  more  quality  coolers  and 
jugs  than  anyone  in  the  world.  For  even 
more  surprises,  call  1-800-521-4900, 
ext.  50  (in  MN,  1-800-642-2800,  ext.  50). 


NYSE  symbol:  CLN 


On  the  Docket 


Cave,  McPheeters  &  McRobcrts: 
"The  courts  have  been  expanding  the 
notion  of  liabdity  so  far  that  'anyone 
who  has  had  any  connection  with  a 
company  that  improperly  disposed  of 
hazardous  waste  is  afraid  he  could  be 
sued — and  sued  for  the  entire  cleanup 
cost  if  other  defendants  don't  have  the 
money." 

In  New  York  City  and  western  Mis- 
souri courts,  individual  shareholders 
have  already  been 
successfully  sued  on 
the  grounds  that  they 
played  significant 
roles  in  management 
of  companies  respon- 
sible for  cleaning  up 
dump  sites.  "The 
courts  haven't  decid- 
ed yet  how  much 
shareholder  involve- 
ment is  necessary  for 
you  to  become  lia- 
ble," explains  Roth- 
enberg.  "It's  conceiv- 
able that  you  could  be 
sued  if  you  own  just  a 
few  shares  but  are  the 
type  of  person  who 
gets  actively  involved 
in  shareholders' 
meetings.  Or  the 
courts  could  sue  an 
ESOP  plan  if  it  kept  a 
member  on  the  com- 
pany's board." 

For  Thomas  Kline, 
the  Washington  law- 
yer who  represented 
the  Mirabiles  and  ini- 
tially argued  that 
Mellon  Bank  should 
be  joined  as  a  third- 
party  defendant,  the 
maneuver  was  simply 
a  matter  of  self-defense.  "Any  bank 
that  goes  beyond  passive  ownership  of 
a  hen  has  a  potential  exposure  in  one 
of  these  cases,"  he  says.  "The  judge's 
decision  opens  the  way  for  defendants 
to  try  to  spread  the  responsibility  to 
banks  if  they  can  show  the  banks 
stepped  at  all  out  of  traditional  bank- 
ing bounds  into  a  management  role." 

Steven  Engelmyer,  the  U.S.  attor- 
ney who  prosecuted  the  case  for  the 
EPA,  agrees.  "Banks  will  probably 
have  to  be  very  careful  about  the  ex- 
tent to  which  they  become  involved 
in  the  management  of  companies  in- 
volved in  hazardous  waste  disposal. 
The  U.S.  government  will  only  prose- 
cute strong  cases  against  banks.  It  will 
probably  hesitate  to  bring  banks  in, 


since  they  have  so  many  other  finani 
cial  problems  already.  But  the  way 
Superfund  is  set  up,  other  defendants 
can  go  after  banks  just  as  the  Mirabi-| 
les  did." 

Two  recent  Supreme  Court  decn 
sions  make  prospects  even  more  un\ 
settling  for  banks.  In  Ohio  v.  Ko/acs 
and  in  Midlantic  National  Hank  v.  New 
Jersey  Department  of  Environmemm 
Protection  the  Court  held  that  compa-i 
nies  cannot  escape  from  their  respon^ 
sibilitics  for  hazardous  waste  by  seek 
ing  protection  under  the  bankruptcy 
code.  Explains  Rothcnberg:  "If  the 


EPA  wants  $2  million  from  a  compa 
ny  that  only  has  $1  million  of  assets 
but  is  barred  from  bankruptcy  protec- 
tion, banks  will  be  a  likely  target  foi 
the  rest  of  the  money." 

So  what's  a  poor  banker  to  do?  Foi 
one  thing,  be  much  more  cautious  in 
the.  future  about  insisting  on  board- 
level  or  other  management-relatec 
representation  in  return  for  loans  tc 
companies.  But  what  about  arrange- 
ments in  which  lenders  have  already 
taken  such  actions?  Sums  up  U.S.  At 
torney  Engelmyer  grimly:  "Superfunc 
was  designed  to  deal  with  past  con 
duct.  Undoubtedly  we're  going  to  set 
more  lawsuits  against  banks  thai 
stepped  in  to  protect  their  invest 
ments  in  the  past."  ■ 
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GMC  Truck  Presents 

The  Great  Rate 


/ailable  through  March  28  on  new 
MC  Astros,  Brigadiers,  Generals, 
>p  Kicks  and  Conventional  Series 
'ediums,  plus  new  1985  GMC 
'■7  Forwards. 


It's  never  been  easier  to  buy  a 
ardworking  GMC  truck.  Now 
Decial  9.9%  financing  is  available  on  some  of 
le  hardest  working  trucks  around.  We're  talk- 
ig  about  new  Customer  Proven  GMC  Astros, 
rigadiers  and  Generals.  New 
)p  Kicks  and  Conventional 


9.9°/« 
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annual  percentage  rate  financing 


atruckand 


place  o 


GM 
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Series  medium-duties.  And 

new  1985  W-7  Forwards. 

GMC  Truck  has  the  right  work 

truck  for  your  work.  And  the  right 

financing  to  make  it  even  more 

attractive.  See  your  participating 

GMC  Truck  dealer  now.  And  get 

a  finance  rate  you  can  truly  work  with. 

You  must  take  delivery  from  dealers'  stock  or 
rder  on  or  before  March  28, 1986.  See  your  par- 
ticipating GMCTruckdealer  forqualification 
details.  Dealer  financial  participation  may 
affect  consumer  cost. 


Taxing  Matters 


With  liability  insurance  becoming  un- 
available or  unaffordable,  why  arent 
more  companies  self-insuring?  Because 
Congress  and  the  tax  code  have  favored  the 
insurance  companies.  Until  now. 

Light  on 
the  horizon 


By  Laura  Saunders 


F|  or  the  first  time  in  63  years, 
riders  on  the  famous  Zulu 
floats  at  New  Orleans'  Mardi 
Gras  couldn't  toss  out  their  coveted 
coconuts  with  the  glitter  "Z"  to  the 
crowds.  "Our  liability  insurance 
would  have  cost  $63,000,  compared 
with  $2,700  last  year,"  explains  Roy 
Glapion,  head  of  the  Zulu  Social  Aid 
&  Pleasure  Club. 

As  with  New  Orleans'  Zulus,  so 
with  most  U.S.  businessmen.  Liabil- 
ity insurance  is  fast  becoming  un- 
available or  unaffordable  (Forbes,  July 
15,  1985).  The  U.S.  Chamber  of  Com- 
merce reports  that  nearly  half  its 
members  have  watched  helplessly  as 
their  liability  premiums  have  climbed 
anywhere  from  100%  to  500%  and 
more  since  January  1985. 

Faced  with  such  prospects,  why 
don't  more  companies  self -insure? 
The  answer  has  a  lot  to  do  with  the 
tax  code.  It  says  premiums  paid  to 
insurance  companies  are  deductible 
expenses.  Payments  made  to  self-in- 
surance reserves  are  not. 

But  there  is  light  on  the  horizon.  It 
shines  in  the  form  of  an  obscure  case 
the  Treasury  is  now  appealing  to  the 
Supreme  Court.  Two  lower  courts 
have  already  decided  against  the  IRS. 
"If  it  stands,"  says  IRS  Chief  Counsel 
Fred  Goldberg  of  the  lower  courts' 
decision,  "the  result  could  be  devas- 
tating" to  the  IRS. 

Take  a  simple  example.  Suppose  a 
firm  with  sales  of  $20  million  earns 
10%  pretax,  5%  aftertax.  Rather  than 
pay  a  $200,000  premium  to  an  insur- 
ance company,  management  contrib- 
utes the  money  to  its  own  insurance 
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reserve.  (Payments  of  $200,000  annu- 
ally earning  10%  would  grow  to  $3.7 
million  in  ten  years.) 

Here's  the  critical  question:  Can 
the  company  deduct  the  contribution 
as  a  business  expense,  as  it  can  when 
it  pays  a  $200,000  insurance  premi- 
um? If  so,  aftertax  net  would  be 
$900,000.  If  not,  if  the  company  must 
pay  the  $200,000  out  of  aftertax  earn- 
ings, net  would  drop  to  $800,000. 

The  IRS  zealously  pursues  anyone 
who  tries  to  blur  the  distinction  be- 
tween insurance  companies  and  non- 
insurance  companies.  It  does  allow 
claims  paid  from  a  firm's  self-insur- 
ance reserves  to  be  deducted,  but  only 
when  the  claims  are  actually  paid.  In 
other  words,  the  IRS  wants  the  time 
value  of  money  to  work  for  the  Trea- 
sury, not  for  individual  companies. 

The  case  now  before  the  Supreme 
Court  that  could  change  all  this  is 
United  States  Of  America  v.  General  Dy- 
namics Corp.  In  two  lower  courts,  GD 
beat  the  IRS  over  GD's  right  to  deduct 
$5.6  million  for  a  self-insurance  re- 
serve for  1972.  That  year  it  pulled 
some  medical  coverage  from  Aetna 
and  Prudential.  It  used  the  insurers' 
own  methods  to  calculate  what  the 
proper  reserve  would  be.  It  contribut- 
ed that  amount  into  a  self-insurance 
reserve,  deducting  the  contribution  as 
a  cost.  The  lower  courts  went  along. 

The  Service  already  knows  of  57 


similar  cases  involving  over  $1 13  mil 
lion  in  potential  tax  refunds.  Th( 
agents  also  nervously  remembei 
1954,  when  Congress  allowed  nonin 
surance  companies  to  deduct  self-in 
surance  payments.  It  cost  the  Trea 
sury  nearly  $1  billion — $4  billion  ir 
today's  dollars — in  less  than  a  year 
Lawmakers  hurried  to  repeal  the  leg 
islation  retroactively  and  recapture 
the  $1  billion  from  the  companies. 

Small  wonder  that  "devastating"  i< 
what  the  IRS'  Goldberg  calls  the  pos 
sibility  that  the  Supreme  Court  mighi 
act  to  uphold  the  lower  courts  or  pas 
sively  do  so  by  refusing  to  hear  the 
case.  The  justices  will  likely  decide 
whether  to  hear  the  case  by  July. 

Congress,  on  its  own,  may  facilitate 
another  type  of  self-insurance.  Late 
last  month  senators  Robert  Raster) 
(R-Wis.)  and  John  Danforth  (R-Mo. 
introduced  a  bill  to  expand  the  198l| 
Risk  Retention  Act  to  include  genera] 
liability  as  well  as  product  liability 
coverage.  The  Risk  Retention  Act  alj 
lows  firms  to  band  together  to  set  ur] 
what  amounts  to  a  captive  insurance 
company  that,  in  turn,  offers  owner- 
members  product  liability  insur 
ance — but  only  product  liability — at 
favorable  rates.  A  major  advantage  ii 
that  risk  retention  groups,  unlike  true 
insurance  companies,  need  be  char- 
tered only  in  one  state  in  order  tcj 
operate  in  all.  That  eliminates  a  lot  oi 
expensive  red  tape.  And  the  premi 
urns,  the  IRS  agrees,  are  deductible. 

A  nifty  idea.  Yet  so  far  only  one  risk- 
retention  group  is  going  strong:  HOV\i 
Insurance  Inc.,  which  provides  1 1,500 
home  builders  with  product  liability 
insurance  for  new  homes. 

Why  haven't  more  groups  been 
formed?  Partly  because  liability  insur 
ance  has  been  affordable  until  now 
And  partly  because  the  original  bill 
allowed  the  risk  groups  to  underwrite 
only  product  liability.  Today  the  com- 
bination of  rising  premiums  and  Con- 
gress' broadening  of  the  law  should 
encourage  risk  retention  groups  tq 
mushroom.  "It  would  put  us  on  a 
near-equitable  footing  with  the 
underwriters,"  says  David  Blake,  risk 
manager  for  Intercontinental  Hotels. 
Because  it  would  cost  the  Treasury 
nothing,  the  Kasten-Danforth  bill  is 
attracting  broad  support. 

But,  the  insurance  mess  can't  be 
cleaned  up  without  fundamental  re- 
form of  a  system  that  enriches  a  few 
skillful  trial  lawyers  at  the  expense  oi 
nearly  everyone  else.  Don't  hold  your 
breath  while  you  wait.  The  current 
rays  of  light  from  the  courts  and  Con- 
gress on  self-insurance  fall  far  short  ot 
full-blown  reform,  but  they  are  no  less 
welcome  for  that.  ■ 
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A  big  feature 
of  the  IBM 

System/36PC 


A  surprisingly  small  price  to  a  very  small  package.  Place  it  on  your  desk.  Or 

pull  your  business  together.  Some  under  it.  Even  beside  it. 

people  think  it  costs  four  times  that        And  as  your  business  grows,  the  System/36 

much  for  this  kind  of  power.  family  can  grow  to  fit  your  needs. 
Just  connect  the  System/36  PC  to  your  IBM  The  IBM  System/36  PC.  Use  it  in  a  department, 

personal  computer.  And  you  can  also  connect  any  Or  as  a  standalone  computer  for  a  small 

combination  of  up  to  five  additional  IBM  PCs,  business.  But  don't  expect  your  business  to  stay 

System/36  terminals  and  compatible  printers.  So  that  size  forever. 

you  can  share  information  and  resources.  For  a  free  brochure  on  the  IBM  System/36  PC  or  for 

Now  you  can  work  with  the  most  popular  PC  information  on  product  availability  from  participating 

software.  And  with  thousands  of  business  Authorized  IBM  PC  Dealers,  Value  Added  Dealers 

applications  written  for  the  System/36  family.  or  IBM  Product  Centers,  call  1  800  IBM-2468, 

Another  big  feature:  All  this  power  comes  in  ext.0()7/YY.  Or  call  your  IBM  marketing  representative. 


*IBM  Product  Center  Single  I  mi  Price  fora256K,  10MB  System/36 PC  Processor.  IBM  PC  not  included. 


Pushing  an  estimated  $1  trillion  in  Ginnie 
Mae  mortgage-backed  securities  through  a 
buggy-whip  trading  system  on  Wall  Street  is 
creating  once-a-month  chaos. 


Mae  Day 


By  Jack  Willoughby 


On  the  third  Wednesday  every 
month,  upwards  of  200  jeans- 
clad  runners  and  uniformed 
messengers,  their  arms  bulging  with 
folders  of  securities,  race  along  the 
crowded  sidewalks  of  Wall  Street. 
One  by  one,  the  messengers  vanish 
into  side  doors  and  delivery 
entrances  of  major  banks  and 
brokerage  houses,  then  head 
for  basement  tellers'  cages. 
There  they  stand  in  lines  up  to 
15  deep,  waiting  their  turn  to 
hand  over,  or  collect,  more 
than  $83  billion  in  Ginnie 
Mae  securities  that  their 
firms'  front-office  brokers  had 
swapped  or  traded  for  clients 
during  the  previous  four 
weeks.  Come  3:15  p.m.,  the 
windows  slam  shut  and  strag- 
glers must  shuffle  home  with 
their  securities  and  the  bad 
news  that  they  were  unable  to 
settle  the  trades  entrusted  to 
their  care. 

Welcome  to  the  ever-more-outdat- 
ed world  of  trading  in  one  of  Wall 
Street's  hottest  financial  commod- 
ities— so-called  Ginnie  Mae  securi- 
ties. These  are  the  mortgage-backed 
securities  that  are  sponsored  by  the 
Government  National  Mortgage  As- 
sociation, an  arm  of  the  U.S.  federal 
government. 

Falling  interest  rates  have  sent  de- 
mand for  Ginnie  Maes  surging  in  the 
past  year.  Since  individual  Ginnie 
Maes  are  in  reality  pools  of  many  sep- 
arate residential  mortgages  bundled 
together  and  sponsored  by  the 
GNMA,  calculating  the  actual  mar- 
ket value  of  any  given  security  at  the 
time  of  trade  can  be  numbingly  com- 
.  Though  the  securities  are  now 
c  vely  traded,  little  of  the  actual  rec- 


ord-keeping involving  the  securities 
has  ever  been  computerized. 

The  result  come  settlement  day? 
"It's  like  a  Chinese  fire  drill,"  says 
Austin  Tilghman,  national  sales  man- 
ager of  real  estate  securities  at  New 
York's  Paine  Webber  Inc.  "You  get 
people  running  all  over  the  place,  wir- 
ing instructions  everywhere.  There's 


A  Wall  Street  runner  on  the  job 
How  not  to  handle  a  trillion-dollar  business 


too  much  room  for  error." 

Why  was  trading  in  Ginnie  Maes 
never  computerized  in  the  first  place? 
Good  question,  and  one  that  the  Gov- 
ernment National  Mortgage  Associa- 
tion is  hard-pressed  to  answer.  "The 
time  to  have  computerized  was  five  or 
six  years  ago,"  says  Louis  Gasper,  ex- 
ecutive vice  president  with  GNMA. 
"But  I  don't  think  anyone  thought  the 
business  would  grow  the  way  it  has." 
With  the  trading  volume  this  year  ex- 
pected to  approach  $1  trillion,  up  by 
half  from  last  year,  the  task  of  com- 
puterizing everything  now  seems 
more  daunting  than  ever.  The  Securi- 
ties &  Exchange  Commission  staff, 
fearing  a  back-office  blowout,  has 
been  conducting  an  informal  tele- 
phone campaign  to  see  why  comput- 
erization has  not  occurred. 


Tremendous  volume  unavoidably 
creates  tremendous  paperwork.  No 
two  Ginnie  Mae  pools  are  the  same 
Large  numbers  of  people  have  to  work 
long  into  the  evening  preparing  thd 
documentation  for  each  transfer,  and 
mistakes  or  slowness  in  delivering 
the  proper  certificates  can  automati- 
cally invalidate  a  trade,  costing  an 
investor  dearly.  Some  brokers  take  adj 
vantage  of  the  chaos  to  make  compet- 
itors  fail  by  simply  disconnecting 
their  telephones  when  it  comes  tim<j 
to  exchange  pool  information  prior  tc 
settlement. 

The  cumbersome  system  is  alsc 
providing  opportunity  for  rip-offs  o: 
the  unwary.  Courts  are  still  trying  t 
sort  out  the  losses  sustained  by  mu 
nicipal  treasurers  and  thrift  official: 
who  were  taken  in  last  year  whei 
Bevill,  Breslcr  &  Schulman,  a  govern 
ment  securities  dealer,  collapsed  aftei 
failing  to  make  good  on  "repo"  agree 
ments,  some  of  which  were  backed  by 
Ginnie  Maes.  Explains  one  New  York 
banker:  "It  became  convention  on 
The  Street  that  you  could  not  turrj 
Ginnie  Maes  around  fast  enough  tc 
get  delivery  when  they  were  security 
for  a  two-day  repurchase 
agreement." 

Result?  The  emergence  ol 
what  might  be  termed  a  "trusl 
me"  repo,  which  provided  the 
opportunity  for  the  dealer  td 
pledge  the  undelivered  collat- 
eral for  other  loans. 

The  Bevill,  Bresler  scandal 
has  surely  made  some  inves 
tors  wiser,  but  back-office  bot- 
tlenecks continue  to  multiply 
anyway,  with  failed  trades  oj 
$100  million  or  more  now  reg 
ular  occurrences.  "I  don'l 
know  of  a  single  Wall  Streel 
firm  that  has  not  had  its  share 

  of  failed  or  bounced  Ginnie 

Mae  deals,"  says  E.F.  Hutton's  Robert 
Shomaker.  "It  is  costing  the  industry 
millions."  Adds  Robert  Dall,  an  advis 
er  with  Morgan  Stanley  &.  Co.,  whicr 
recently  had  to  curtail  trading  in  Gin 
me  Maes  for  about  60  days,  to  clear  up 
processing  backlogs:  "Volatility  jusi 
outweighed  the  system." 

A  special  computerized  depository 
system  for  Ginnie  Maes,  developed  by 
MBS  Clearing  Corp.  of  Chicago,  a  cor 
poration  owned  by  the  Midwest  Stock 
Exchange,  has  lately  helped  ease  the 
strain  somewhat.  The  system  came 
into  service  last  March,  but  brokers 
and  dealers  in  all  financial  markets 
will  have  to  participate  before  real 
progress  can  be  made.  Until  that  hap 
pens — or  some  alternative  clearing 
system  is  developed — expect  more 
back-office  turmoil  on  Mae  Day.  r 


122 


FORBES,  MARCH  24,  1986 


rhere  is  something  new  on  the  horizon. 

|;rhere  is  a  new  identity  for  a  $3  billion  company 
irhe  company  has  a  new  structure,  new  manage- 
ment goals  and  a  renewed  vitality  GenCorp  is 
tin  aggressive  company  with  diverse  strengths. 


4 


From  aerospace  to  tennis  balls,  from  video 
:assettes  to  tires,  GenCorp  is  in  a  strong  position 
for  growth.  The  subsidiaries  of  GenCorp  are 
Aerojet  General,  DiversiTech  General,  General 
rire  and  RKO  General.  y— ■ 

1m  GenCorp 


A  new  direction 


AStoryofTelesis. 

id 


progress,  intelligently  planned. 
P  That's  how  the  dictionary 
defines  telesis.  Back  in  the  rough 
[d  tumble  era  of  the  Western  frontier, 
ed  to  the  development  of  an  Ameri- 
p  classic. 

During  the  booming  Gold  Rush 
ys  of  the  late  1840s  and  early  '50s, 
Jifornia  was  a  mecca  for  thousands  of 
ring  and  restless  people,  lured  by 
es  of  fortune  and  adventure. 

Among  the  newcomers  was  a 
pjng  Bavarian  immigrant  named  Levi 
rauss,who  arrived  not  with  a  miner's 
bk  and  dreams  of  instant  wealth,  but 
th  several  bolts  of  heavy  cloth  he 
pned  to  sell  for  tents  and  wagon 
yers.  But  the  raggedy  appearance  of 
;  prospective  customers  soon  alerted 
n  to  a  greater  need. 

"Pants  don't  wear  worth  a  hoot  up 
the  diggin's"the  miners  complained, 
n't  get  a  pair  strong  enough  to  last!' 

Cloth  in  hand,  Levi  promptly  got 
work— and  launched  his  career  as  the 
iher  of  blue  jeans.  Before  long,  just 
out  every  prospector  in  the  state  was 
tmoring  for  a  pair  of  "those  pants  of 
vi'sl'  paying  as  much  as  $1.50  in  gold 
ist  for  the  prized  "501  Double  XT  cop- 
l:r-riveted,  blue  denim  jeans. 

Since  that  time,  the  humble  501  has 
aced  the  backsides  of  movie  stars, 
jillionaires  and  Presidents,  and  even 
Lind  its  way  into  the  Smithsonian, 
lere  several  pairs  are  on  permanent 
>play.  For  the  young  man  who  wisely 
lored  his  trade  to  his  customers' 
quirements,  it  is  a  fitting  tribute. 


At  Pacific  Telesis,  we  salute  the 
special  kind  of  progress  made  by  those 
with  the  insight  to  see  the  needs  of  a 
growing  marketplace  and  the  ingenuity 
to  adapt  to  them. 

As  California's  telecommunications 
company,  we're  part  of  a  market  that's 
as  rich  with  opportunity  today  as  it  was 
in  the  time  of  Levi  Strauss.  With  a  1985 
gross  product  of  $500  billion,  California 
is  the  7th  largest  economy  in  the  world, 
and  moving  up  fast. 

So  we're  working  harder  than  ever 
to  keep  ahead  of  our  customers'  rapidly 
growing  and  increasingly  sophisticated 
needs. Years  before  the  "Information 
Age"  was  a  household  word,  for 
example,  we  were  busy  putting  its  archi- 
tecture into  place. The  result:  today, 
our  customers  are  served  by  the  most 
advanced  telecommunications  system 
in  the  world,  one  that  will  continue 
meeting  their  needs  well  into  the  next 
century. 

At  Pacific  Telesis,  we're  committed 
to  progress,  intelligently  planned  in 
everything  we  do.That's  why  an  invest- 
ment in  Telesis  is  an  investment  in 
progress. 

To  find  out  more  about  us,  write 
Michael  McGreevy  Director,  Investor 
Relations,  140  New  Montgomery, 
San  Francisco,  CA  94105. 

PACIFIC  EJTELESIS 

Group 

Pacific  Bell  PacTel  InfoSystems  Pacific  Telesis  International 
Nevada  Bell  PacTel  Mobile  Companies  PacTel  Publishing 
PacTel  Communications  Systems  PacTe!  Spectrum  Services 


Yard  crew  member  at  work  on  the  Chicago  Central  &  Pacific  Railroad 
Work  rules  most  other  railroad  managers  haven't  seen  for  a  generation. 


With  antique  work  rules  under  unprece- 
dented attack,  a  two-tier  wage  scale  is 
taking  hold  on  the  railroads.  There's  labor 
trouble  ahead,  and  opportunity  as  well. 

Working  on 
the  railroads 


By  Gary  Slutsker 


T|  HE  TWO  FREIGHT  TRAINS  Were 
bound  to  meet  in  Waterloo, 
Iowa,  dead  center  on  the  Chica- 
go Central  &  Pacific  Railroad's  Chica- 
go-to-Omaha  line.  Minutes  before  the 
westbound  train  was  to  pull  off  the 
CC&P's  single-track  main  line  onto  a 
siding,  the  conductor  radioed  ahead  to 
the  Waterloo  yard  to  report  engine 
problems.  He  needed  help  from  the 


crew  of  the  other  train. 

On  most  railroads,  being  asked  to 
help  a  disabled  train  is  cause  for  cele- 
bration— it's  always  extra  pay,  some- 
times a  full  day's  worth,  to  disconnect 
your  locomotive  and  send  it  to  pull 
the  other  train  onto  a  spur.  But  this  is 
the  CC&P,  the  People  Express  of  the 
rails,  and  here  featherbedding  is  a 
thing  of  the  past.  On  this  day,  both 
crews  put  in  extra  work  without  get- 
ting paid  for  it. 


The  CC&P  has  flexible  work  rules, 
most  big  railroads  haven't  seen  for 
generations.  Gone  is  the  sacrosanct 
"100-mile  rule" — so  called  because 
100  miles  was  a  full  day's  travel  in 
1916 — beyond  which  most  labor 
agreements  still  call  for  an  hour's 
straight-time  pay  for  every  14  miles. 
The  CC&P's  unions  agreed  to  elimi- 
nate firemen,  who  have  had  no  coal  to 
shovel  since  diesels  replaced  steam 
engines  but  who  still  ride  the  rails 
elsewhere.  The  CC&P  uses  two-man 
locomotive  crews  on  intercity  runs 
instead  of  four-  or  five-man  crews,  and 
it  can  assign  workers  to  do  any  job  for 
which  they're  qualified,  instead  of  ad- 
hering to  often  arbitrary  job  descrip- 
tions. Jack  Haley,  50,  a  tall,  rugged 
Midwesterner  who  has  owned  the 
CC&P  for  three  months,  goes  so  far  as 
to  say  he  now  gets  a  fair  day's  work  for 
a  fair  day's  pay. 

Haley  is  the  most  innovative  of  ai 
bunch  of  aggressive  railroaders  who 
are  creating  a  network  of  low-cost 
feeder  lines  that  open  a  whole  new 
future  for  the  railroads  in  their  eternal 
battle  against  the  truckers  and  barge 
operators.  The  number  of  short-line 
railroads  has  risen  from  200  to  more 
than  300  since  1980.  They  now  em- 
ploy about  80,000  workers,  or  roughly 
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Only  two 
mid-volume  copiers 

in  the  world 
have  this  advantage. 


Kodak 


The  Kodak  symbol.  It's  become  synonymous 
with  service  and  support  you  can  count  on. 
According  to  independent  surveys,  Kodak 
copiers  have  the  best  there  is.  And  now  you 
can  find  the  Kodak  symbol  on  two  mid- 
volume  copiers! 


Kodak  Ektaprint  85  copier. 

□  50  copies  per  minute.  □  User-friendly 
controls.  □  Automatic  duplexing.  □  Zoom 
enlargement  and  reduction.  □  25  sorter  bins 
and  much  more. 

Kodak  IM  40  copier. 

□  State-of-the-art  laser  digital  copier. 

□  Electronic  editing  and  manipulation 
of  images.  □  Reverses  images,  makes 

superb  transparencies.  □  Creates 
halftones  by  screening  photo- 
graphs, etc. 
For  details,  write  or  call. 
Eastman  Kodak  Company  cd-5608, 

343  State  Street,  Rochester,  NY  14650. 
1  800  44KODAK  (1  800  445-6325)  Ext  360. 


The  mid-volume  copiers  from  Kodak. 


Eastman  Kodak  Company.  1986 


of  the  total  rail  work  force, 
About  half  of  them  are  nonunion.  The 
rest  operate  with  few,  if  any,  work 
rules.  Short  lines  have  been  around 
since  flanged  iron  wheels  first  turned 
on  iron  tracks,  but  the  new  ones  are 
different.  They're  much  longer  than 
the  old  short  lines — Haley's  CC&P  is 
700  miles — and  they  are  run  by  pro- 
fessional managers,  not  train  buffs. 

The  proliferation  of  new  feeder 
lines  couldn't  have  happened  without 
deregulation,  which  has  made  it  easi- 
er for  the  big  Class  I  railroads  to  sell  or 
abandon  marginal  or  unprofitable 
track.  These  new  independent  feeder 
lines  give  the  railroad  industry  a  two- 
tiered  cost  structure  akin  to  those  in 
the  airline  and  trucking  businesses. 
The  big  roads  can,  in  effect,  subcon- 
tract to  low-cost  operators  the  most 
labor-intensive  part  of  their  busi- 
ness— the  pickup  and  delivery  of  car- 
go at,  say,  factories  along  spurs.  The 
big  road  gets  cash  on  the  sale  of  the 
spur  line  and  bets  the  new  operator 
can  drum  up  traffic  for  its  main  line. 

By  all  accounts,  the  great  railroad 
selloff  has  only  begun.  IC  Industries, 
in  the  midst  of  diversification,  has 
already  sold  the  major  east-west 
branches  of  its  marginally  profitable 
Illinois  Central  Gulf  Railroad— 2,300 
miles  in  the  last  two  years — leaving 
ICG  with  a  streamlined  Chicago-to- 
New  Orleans  main  line.  Other  rail- 
roads are  following  suit.  Says  Darius 
Gaskins,  president  of  Burlington 
Northern  Railroad  and  former  Inter- 
state Commerce  Commission  chair- 
man: "In  five  to  ten  years  you're  going 
to  have  a  massive  transfer  of  work 
from  our  railroads  with  old  work  rules 
to  railroads  with  much  more  relaxed 
work  rules  and  perhaps  nonunion." 

All  this  spells  opportunity  for  folks 
like  Haley,  a  former  pilot  on  the  Air 
Force  One  team  that  flies  the  First 
Family  around.  Haley's  father,  grand- 
father and  great-grandfather  worked 
on  the  Union  Pacific.  After  a  stint  as  a 
real  estate  developer,  Haley  bought  a 
short-line  rail  in  1984.  He  believed 
that  boosting  productivity  would  gen- 
erate new  traffic.  It  worked,  and  last 
Christmas  Eve  he  paid  $75  million  for 
the  Chicago  Central  &  Pacific — for- 
merly the  Iowa  division  of  ICG.  Haley 
brought  in  a  minority  equity  part- 
ner— a  unit  of  Midwest  Energy  Co.,  an 
Iowa  utility  holding  company — and 
borrowed  the  purchase  price  from 
General  Electric  Credit  Corp. 

To  make  the  railroad  work  Haley 
had  to  cut  labor  costs  drastically.  His 
first  move  was  to  persuade  the  450 
workers  on  the  ICG  branch.  "I  told 

icm,  'My  name  is  Jack  Haley.  I  want 
buy  your  railroad.  I  don't  have  to 


A  caboose  on  the  Atchison,  Topeka  &  Santa  Fe 
One  way  to  give  vent  to  hard  feelings. 


s.  ,1,  >mon  limp  B..nk 


Nothing  illustrates  the  tortuous 
relations  between  railroad  op- 
erators and  workers  over  the  years 
as  well  as  the  tale  of  the  little  car 
that  won't  go  away — the  caboose. 

In  1982,  you  may  recall,  the  rail- 
roads and  the  United  Transporta- 
tion Union,  which  represents 
120,000  trainmen,  signed  a  nation- 
al contract  that  opened  the  way  for 
cabooses  to  be  removed  from  local 
trains  and  some  cross-country 
trains.  To  operators,  the  caboose — 
a  traveling  office  and  observation 
post  for  crew  members — was  an 
expensive  relic  made  obsolete  by 
electronic  sensors.  Over  the  last 
four  years  most  railroads  have  be- 
gun retiring  their  cabooses. 

Then,  last  November,  the  UTU 
ratified  a  contract  with  the  big  rail- 
roads that  contains  the  first  sys- 
temwide  givebacks  in  this  century. 
One  key  provision:  The  old  100- 
mile  rule  was  stretched  to  108 
miles  over  four  years — not  much, 
but  the  rule  is  open  for  renegotia- 
tion for  the  first  time  since  1916. 
Another:  A  range  of  "arbitrary" 
payments  workers  have  used  to 
pad  their  paychecks  for  years  were 
to  be  eliminated  over  four  years. 
Result:  After  11  years  of  sharply 
increasing  labor  costs — up  204% 
from  1972  to  1983 — labor  costs 
this  year  could  remain  flat. 

A  troublesome  number  of  rank- 
and-filers  think  union  leaders  have 
given  up  too  much.  So  now,  quiet- 
ly, the  UTU  has  been  trying  to 
renege  on  the  earlier  caboose  agree- 
ment, the  operators  charge,  fund- 
ing drives  in  key  states  to  get  laws 
passed  mandating  cabooses.  The 
UTU  is  basing  its  case  on  safety 
issues,  of  course.  Such  efforts  have 
failed  in  California,  Georgia,  Idaho 
and  Iowa,  but  the  UTU  is  trying 


hard  in  Texas,  whose  railroad  com- 
mission can  pass  its  own  rules  to 
maintain  safety.  Four  states — 
Montana,  Nebraska,  Oregon  and 
Virginia — have  caboose  laws  that 
predate  the  UTU's  agreement. 

UTU  efforts  to  take  back  the 
giveback  have  irritated  the  opera- 
tors, to  put  it  mildly.  "This  is  the 
most  chicken  shit  thing  that's  hap- 
pened for  a  while,"  says  a  normally 
composed  George  Craig,  Union  Pa- 
cific senior  vice  president. 

The  next  big  battle  will  come  in 
the  1988  bargaining.  Operators, 
who  haven't  yet  finished  the  cur- 
rent round  of  bargaining,  are  look- 
ing ahead.  Several  railroads  say 
competition  will  probably  force 
them  to  pull  out  of  the  National 
Railway  Labor  Conference  and  ne- 
gotiate individually  with  their 
unions.  Thus,  one  struck  railroad 
may  not  trigger  the  usual  national 
emergency  requiring  intervention 
by  the  President  or  Congress. 

The  unions  lost  ground  in  1979, 
when  Congress  let  the  Rock  Island 
be  liquidated,  and  later,  when  Con- 
gress took  away  lifetime  job  pro- 
tection from  Conrail  workers.  Last 
fall  a  presidential  emergency  board 
even  urged  elimination  of  the  un- 
ions' prized  crew-size  rules. 

It's  no  secret  the  railroads  are 
looking  closely  at  the  airlines'  tac- 
tics in  negotiations.  Burlington 
Northern,  for  example,  has  just 
named  Tom  Matthews,  who  pilot- 
ed Continental  into  bankruptcy,  to 
head  up  employee  relations. 

Meanwhile,  the  caboose  issue 
lives.  Although  a  drop  in  the  buck- 
et compared  with  the  workers' 
givebacks  at  the  bargaining  table, 
it  revives  some  of  the  hard  feelings 
their  forebears  had  about  manage- 
ment a  century  ago. — G.S. 
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"THE  KEY  TO  PRODUCTIVITY  ISN'T  SIMPLY 
'MORE  POWER',  IT'S  PUTTING  THAT  POWER  INTO 
THE  RIGHT  HANDS!' 


A  lot  of  people  believe  you 
n  measure  the  productivity 
a  computer  system  by  how 
jch  processing  power  re- 
ies  solely  in  the  CPU.  But 
J  real  issue  is  how  much  of 
it  power  you  can  bring  to 
luser. 


And  I  think  that's  the  differ- 
ence between  the  way  Wang 
looks  at  information  manage- 
ment, and  the  way  our  com- 
petition sees  it." 

Wang  systems  architecture 
distributes  processing  power 
right  down  to  the  workstation 


level.  Balancing  the  power 
between  the  CPU  and  the 
workstation  results  in  faster 
response  time  and  greater 
efficiency.  And  flexible  prod- 
ucts like  PACE,  a  set  of  inte- 
grated applications  develop- 
ment tools,  can  be  used  by 


both  programmers  and  non- 
programmers  alike. 

At  Wang ,  the  idea  is  not 
simply  making  computers 
more  powerful.  It's  making 
people  more  productive. 


9H6  Wang  Laboratories,  Inc. 


SOME  ARE  BORN  GOOD, 
SOME  MAKE  GOOD, 

AND  SOME  ARE  CAUGHT 
WITH  THE  GOODS. 

— m^mmmm —  Thomas  Jefferson  — 

Mr.  Jefferson  neglected  to 
mention  a  fourth  category.  It 
describes  some  of  the  most 
successful  people  of  our 
time... Those  who  are  not 
caught  with  the  goods! 
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PERFECTION  OF  BLENDED 

SCOTCH  WHISKY 


>ORTED  BYWV  ELLIOTT  CO. 
ORTER  NEW  BRITAIN,  CT  USA 

UrtATION. 


Jack  I  laky  of  the  CC&P 
"l  don't  have  to  buy  a  railroad." 


buy  a  railroad.  But  if  you  want  to  help 
me  put  together  a  new  railroad  that's 
going  to  work,  I  will  market  it  and 
bring  traffic  back  that  you  have  all 
seen  disappear  over  the  last  20  and  30 
years.'  "  He  also  promised  to  spread 
the  wealth  with  bonuses  based  on  in- 
creases in  revenues  on  the  line. 

Haley  got  his  givcbacks,  and  now  he 
can  afford  to  call  on  shippers  who 
hadn't  used  their  rail  sidings  in  a  gen- 
eration. By  using  smaller  crews  he  can 
undercut  truck  prices.  Last  year,  Ha- 
ley estimates,  the  ICG  earned  a  small 
profit  on  revenues  of  perhaps  $75  mil- 
lion. He  expects  CC&P  revenues  to 
increase  to  $80  million  this  year. 

Sometimes  getting  business  is  as 
simple  as  knocking  on  doors.  On  an- 
other line  Haley  owns,  the  profitable, 
nonunion  Cedar  Valley  Line,  which 
runs  from  Waterloo  to  Albert  Lea, 
Minn.,  grain  traffic  tripled  the  first 
year.  On  the  CC&P,  he  says,  there  are 
plenty  of  prospects.  "I  talked  to  a 
small  grain  shipper  yesterday  who  has 
a  fleet  of  trucks.  He  was  forced  to  buy 
those  trucks.  He  doesn't  want  to  ship 
by  truck.  But  he  couldn't  get  rail  ser- 
vice because  the  railroad  didn't  want 
to  provide  service  to  small  shippers." 

Marketing  is  a  relatively  new  disci- 
pline for  the  railroad  industry.  Until 
1980  and  deregulation,  rates  were  reg- 
ulated by  the  Interstate  Commerce 
Commission,  and  shippers  picked  a 
railroad  by  the  brand  of  scotch  or 
quality  of  cigar  it  handed  out.  Now 
railroads  compete  on  price,  and  the 
Class  I  roads'  cost  structure  has  forced 
them  to  focus  on  long-haul  business. 

Pressure  on  the  unions  has  become 
formidable.  For  one  thing,  Class  I  rail 
employment  has  fallen  from  500,000 
in  1980  to  below  300,000  today.  That 


Burlington  Northern's  Gaskins 
The  sellqff  has  just  begun. 


number  will  fall  further  as  the  trans 
fer  of  work  to  feeders  accelerates: 
Management  has  also  been  winning 
at  the  bargaining  table.  A  recent  con 
tract  with  the  big  pattcrn-settinj 
United  Transportation  Union  has  the 
first  major  givebacks  of  this  centurj 
(see  box).  It  seems  certain  that  the  bij 
roads  will  soon  demand  the  kind  o 
breaks  short  lines  are  getting.  "W« 
have  20,000  fewer  employees,  but  we 
spent  just  as  much  on  labor  in  1985  a: 
in  1980,"  gripes  BN's  Gaskins. 

Obviously,  there  could  be  bump; 
ahead.  The  last  time  a  major  railroai 
hung  tough  in  a  featherbedding  argu 
ment,  the  Florida  East  Coast  Railway 
in  1963,  a  violent  nine-year  strike  en 
sued.  But  change  is  coming.  If  it  keep: 
coming,  it's  possible  the  big  railroad: 
just  could  start  growing  again.  ■ 
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The  surge  of prices  paid  for  radio  stations, 
FM  in  particular,  suggests  that  a  classic 
investment  bubble  is  in  the  making. 

Signals  amid 
the  static 


By  Alex  Ben  Block 


F|  or  a  feeling  of  how  hot  and 
heavy  it's  getting  in  the  world 
of  trading  radio  stations,  consid- 
er the  case  of  New  York  City's  coun- 
try music  station,  WHN-AM.  Two 
years  ago  Doubleday  &.  Co.  purchased 
WHN,  along  with  two  FM  stations  in 
New  York  and  Washington,  D.C.,  for 
$29  million.  Late  last  month  the  book 
publishers  agreed  to  sell  the  three  sta- 
tions for  $53  million.  Additional  in- 
vestment between  purchase  and  sale: 
$1.  The  buyer,  Emmis  Broadcasting  of 
Indianapolis,  is  paying  30  times  the 
stations'  cash  flow.  This,  in  a  business 
where  astute  investors  traditionally 
dislike  paying  more  than  10  times 
cash  flow. 

As  the  world's  money  flows  out  of 
industries  like  oil,  it  is  flowing  into 
activities  like  radio.  Last  year,  accord- 
ing to  Broadcasting  magazine,  1,558 
stations  changed  hands  for  an  aggre- 
gate consideration  of  $1.4  billion,  up 
from  $977  million  (for  782  properties) 
in  1984.  During  the  1970s  annual  vol- 
ume averaged  around  $180  million, 
on  an  average  375  transactions. 

Individual  stations  are  trading  on  a 
little  cash  flow  and  a  lot  of  hope.  This 
is  especially  true  for  FM  stations, 
prices  for  which  have  climbed  far 
more  than  AM  stations,  reflecting  a 
shift  in  audience  to  FM,  according  to 
David  E.  Schutz  of  New  York's  Corn- 
Capital  Group.  Cleveland's  Malrite 
Communications,  for  example,  last 
year  purchased  KSRR-FM  in  Houston 
for  $32.5  million,  over  20  times  the 
station's  cash  flow.  Aiken,  S.C. -based 
Keymarket  Group  paid  the  equivalent 
of  27  times  cash  flow  for  WKJN-FM  in 
Hammond,  La.,  hoping  to  redirect  its 
signal  to  Baton  Rouge. 

Is  radio  a  bubble  in  the  making- 
Some  of  the  industry's  more  thought- 


ful observers  fear  so.  "Radio  is  a  good 
business,"  says  James  P.  Arcara,  the 
new  president  of  the  Capital  Cities/ 
ABC  Radio  Division,  "but  a  lot  of  the 
deals  being  made  today  are  so  overlev- 
eraged,  there's  no  way  they  can  be 
made  to  work." 

Agrees  Radio  Advertising  Bureau 
President  William  L.  Stakelin:  "As 
stations  flip,  each  new  owner  will 
pay  higher  prices  and  assume  an 


even  greater  debt-to-equity  ratio.  In  a 
short  time,  this  will  overvalue  radio 
properties  and  scare  away  many  of 
those  just  entering  the  marketplace." 

There  is  no  question  radio  has  be- 
come a  more  attractive  investment. 
Thanks  to  rapidly  rising  TV  ad  rates- 
needed  to  finance  the  heavy  debt  load 
TV  buyers  are  taking  on — radio  ad 
revenues  increased  more  than  12%,  to 
around  $6.6  billion,  last  year,  while 
TV  was  up  just  4.5%,  to  $19.9  billion. 

The  Japanese  get  some  credit,  too. 
More  than  half  of  all  Sony  Walkman 
units  now  include  a  radio,  and  they 
have  significantly  broadened  radio's 
audience — though  no  one  can  quanti- 
fy it  or  know  how  much  joggers  re- 
member through  the  pain. 

But  the  most  thanks  must  go  to  the 
Reagan  Administration.  In  1981  the 
FCC  eliminated  the  old  rule  requiring 
a  station  to  be  held  at  least  three 
years;  entrepreneurs  can  now  flip 
them  at  will.  The  commission  also 
raised  the  limits  on  ownership  to  12 
AM  and  12  FM  stations  per  company, 
from  7  each,  and  decreed  that  a  sta- 
tion facing  a  license  challenge  can 
still  be  sold  for  up  to  75%  of  its  value. 
Previously,  station  owners  stood  to 
lose  everything  if  successfully  chal- 

Blakc  l.illle/Oullinc 


Legacy  Broadcasting's  Carl  Hirsch  and  Robert  Sillernian 
Is  their  record  FM  station  price  a  bargain? 
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The  New  England  Shrimp 
Company. 

A  family-owned 
shrimp  processor  and 
wholesaler. 

They  know  where  they 
want  to  be  in  five  years. 

100  million  dollars  in 
sales.  They  know  how  to  get 
there;  they  called  us 
in  to  help. 

AT&T  We  have  more 
long  distance  services  than 
any  other  company. 

And  account  execu- 
tives and  sales  specialists  who 
can  tailor  our  long  distance 
network  to  meet  the  specific 
goals  of  any  business. 

Listen  in  on  a  little  business 
/  well  on  its  way  to  becom 
ing  a  big  business: 
"Hello,  Al? 
"The  market's 
really  moving. 

"I  can  lock 
you  in  at  the  price 

"30,000  pounds 
a  month  for  the  next  six 
months. 

"Great.  You're  booked." 
Not  a  sales  pitch. 


A  service  to  their  customers. 
Instantly.  Constantly. 

Always  keeping 
them  informed  so 
they  can  make 
smart 
decisions. 


4 


G.  Robert  Randazzo, 
President.  Quote: 
"TTTe  developed  our  tele- 

VV  marketing  program  wil 
the  full  support  of  our 
AT&T  Communications 
account  executive. 

"She  helped  us  define 
our  needs  and  map  out  a  pla 
of  action. 


©  1986  Ai  ST  Communications 


the  know-how  to  screen,  hire 
and  train  the  people  we  needed. 
"*TV)day,  we're  already  one  of 
A  the  top  five  fastest  grow- 
ing businesses  in 
Massachusetts." 

Sumner 
Fredman,  VP  Sales. 
Quote: 

"We  can 
now  support  sales 
with  the  service 
that's  essential  to 
retaining  cus- 
tomers and  winning 
new  ones. 

"That  gives 
us  a  leg  up  on  the 
competition. 

"It's  particularly 
useful  for  keeping  in 
touch  with  small  cus- 
tomers and  providing  cost- 
effective,  high-quality 
service. 

"Thanks  to  the  pro- 
gram, we  can  solve  problems 
and  respond  to  the  market 
quickly,  support  the  field  sales 
personnel,  and  qualify  and 
screen  accounts." 

Today,  The  New 


England  Shrimp  Company 
reports  that  gross  sales  in 
one  region  are  up  18%. 

Thirty-nine  inactive 
accounts  are  now  active. 

New  markets  have  been 
penetrated  3,000  miles  away. 

A whole  range  of  new  prod- 
ucts has  been  introduced 
and  is  being  distributed  more 
quickly. 

Sales  are  already  in 
excess  of  50  million  dollars. 

One  more  reason  to 
choose  AT&T. 

Talk  with  your 
account  executive  at 
AT&T  Communications. 

Or  any  one  of  our 
sales  specialists  at 
1 800  222-0400. 


AT&T 

The  right  choice. 


Stability 
Respected  The  W>rld  Over. 


Stability.  You've  come  to  expect  it  from  the  Swiss. 
Fact  is,  the  whole  world  banks  on  it. 

That's  why  we're  proud  of  our  Swiss  heritage. 
Proud  to  maintain  our  old  world  values. 

Proud  to  be  American,  too.  Imaginative.  Bold. 
And  exciting. 

An  American  organization  of  Swiss  descent.  The 
best  of  both  worlds.  The  best  insurance  protection  for 
your  valued  business. 


We  create  world  class  insurance  that's  in  a  class 
by  itself. 

Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
operation. 

You'll  find  we  speak  plain  English.  But  if  you 
listen  closely,  you'll  hear  our  Swiss  accent  on 
stability. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 

ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Schaumburg,  IL  60196 


A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


The  sweet  sound  of  money 


Dan  Aykroyd  brilliantly  cap- 
tured the  spirit  of  the  contest 
between  AM  and  FM  radio  stations 
in  a  classic  skit  on  the  old  Saturday 
Night  Live  TV  show.  The  skit  cast 
him  as  a  disk  jockey  simultaneous- 
ly handling  an  AM  and  an  FM  rec- 
ord show  with  two  turntables  and  a 
split  personality.  For  the  AM  feed 
it  was  Top  40  rock  'n'  roll  intro- 
duced by  a  frenetic,  loudmouthed 
Aykroyd  sounding  like  someone 
smoking  God  only  knows  what. 
For  FM  it  was  "easy  listening" 
stuff  introduced  by  an  Aykroyd 
sounding  dreamy,  like,  you  know, 
California  torpid. 

The  Aykroyd  number  left  out 
one  thing — who  was  winning  the 
contest.  The  first  public  demon- 
stration of  FM  by  Edwin  H.  Arm- 
strong was  in  1933.  From  then  un- 
til well  into  the  1970s,  AM  audi- 
ences were  overwhelmingly  larger 
than  FM.  In  the  last  decade,  that 
trend  has  reversed.  Last  year  67% 
of  all  those  who  listened  to  radio  in 
the  U.S.  tuned  to  FM,  according  to 
fames  H.  Duncan  Jr.,  president  of 
Duncan  Media  Enterprises  of  Kala- 
mazoo, Mich.  FM's  lead  is  widen- 
ing. "We're  now  guessing  that  FM 
will  level  off  at  around  75%  of  the 
audience  by  the  end  of  this  de- 
cade," says  Duncan. 

AM  does  slightly  better  in  the 
largest  markets,  including  New 
York  City,  Chicago  and  Los  Ange- 
les, where  AM  stations  hold  onto 
their  audiences  largely  with  talk 


FM's  rise  began  in  1961  when  it 
won  permission  from  the  Federal 
Communications  Commission  to 
broadcast  a  full  stereo  signal,  pro- 
viding dramatically  richer  sound 
for  broadcast  music.  FM  got  a  fur- 
ther lift  in  1972  when  the  FCC 
ruled  that  AM  and  FM  stations, 
even  when  owned  by  one  compa- 
ny, must  broadcast  completely 
separate  programming.  The  Sixties 
generation's  passion  for  music  ev- 
erywhere clinched  it. 

FM  still  gets  a  disproportionate 
number  of  younger  listeners — one 
reason  advertising  hasn't  shifted  as 
fast  as  the  audience.  AM  still  does 
a  good  job  reaching  the  affluent  25- 
to-54-year-olds  many  advertisers 
prize.  James  Duncan  estimates 
FM,  with  67%  of  the  audience,  gets 
55%  of  ad  dollars. 

AM  has  been  fighting  back  in 
part  by  returning  to  Stone  Age  pro- 
gramming— game  shows  and  chil- 
dren's radio — but  it  hasn't  had 
much  impact  yet.  There  is  now 
AM  stereo,  but  two  competing  for- 
mats have  confused  the  market 
and  slowed  its  growth. 

AM's  retreat  is  evident  in  the 
prices  at  which  stations  change 
hands.  FM  stations  sold  during 
1985  rose  25%  during  each  year  of 
ownership,  according  to  a  study  by 
David  E.  Schutz  of  ComCapital 
Group,  while  AM  radio  stations 
lost  1%  of  their  value  during  each 
year  that  they  were  held.  There  is 
no  reason  to  think  that  trend  will 


shows  and  sports  events. 


lenged.  That  gave  investors  and  credi- 
tors assurance  a  large  portion  of  their 
station's  value  would  survive  even  if 
its  license  were  to  be  yanked. 

No  investment  can  reach  the  bub- 
ble stage  unless  the  bankers  open 
their  credit  spigots.  According  to  me- 
dia analyst  Paul  Kagan,  the  spigots  are 
opening  wide.  The  FCC  actions,  he 
notes,  were  especially  helpful  in  this 
regard.  Whereas  bankers  used  to  lend 
against  a  station's  assets — basically 
its  transmitting  equipment,  since  the 
license  could  always  be  lost — Kagan 
reports  that  bankers  are  now  willing 
to  lend  against  a  broadcaster's  cash 
flow.  "They're  finally  convinced  it's  a 
safe  place  to  lend  money,"  says  Ka- 
gan. "A  few  years  ago  these  financial 
people  were  enamored  with  the  oil 
industry,"  says  the  Radio  Advertising 
Bureau's  Stakelin.  "Now  it's  broad- 
casting that's  hot." 


reverse. — A.B.B. 


When  bankers  proclaim  they've 
found  a  safe  place  to  lend  money,  it's 
usually  time  for  intelligent  investors 
to  start  looking  elsewhere.  There  is 
something  of  a  self-fulfilling  prophecy 
at  work  in  every  investment  fad. 
Bankers  figure  radio  is  safe  and  start 
lending  money  against  the  licenses. 
As  values  jump,  more  money  is  lent 
and  values  jump  again.  Any  experi- 
enced radio  manager  with  a  yen  to  be 
an  entrepreneur  is  suddenly  bankable. 
Wall  Street  jumps  on  the  trend  and 
raises  new  equity — witness  that  $250 
million  blind  pool  being  formed  by 
former  ABC  executives  Elton  Rule 
and  I.  Martin  Pompadur  (see  p.  194), 
which  will  be  sold  by  Merrill  Lynch 
Capital  Markets  Group  for  invest- 
ments in  TV,  radio  and  cable  televi- 
sion. Values  rise  again  and  that  smug 
look  spreads  across  the  lenders'  faces. 

If  it  goes  right,  the  rewards  far  out- 


JVo  investment  can  reach 
the  bubble  stage  unless  the 
bankers  open  their  credit 
spigots.  This  is  happening. 
"A  few  years  ago  these 
financial  people  were 
enamored  with  the  oil 
industry,"  says  the  Radio 
Advertising  Bureau's 
William  Stakelin.  "Now  it's 
broadcasting  that's  hot." 
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weigh  the  risks.  If  not,  duck. 

Take  Sconnix  Broadcasting, 
where  everything  went  right. 
Sconnix  began  in  1970  when 
three  young  Dartmouth  gradu- 
ates put  a  borrowed  $25,000 
down  for  $90,000  WCVR,  an  AM 
station  in  Randolph,  Vt. 

As  that  station  prospered,  the 
lads  borrowed  again  to  buy  half  a 
dozen  other  New  England  sta- 
tions. They  continued  trading  up. 
An  FM  in  Rochester,  N.Y.,  which 
cost  $1.1  million  in  1980,  was 
sold  three  years  later  for  $5.1  mil- 
lion. An  AM/FM  combination  in 
Charleston,  S.C.  purchased  for 
$2.5  million  was  sold  after  four 
years  for  $6.4  million. 

Today  Sconnix  has  9  stations 
scattered  across  the  U.S.  The 
partners'  initial  $25,000  is  now 
worth  over  $30  million. 

Carl  Hirsch  and  Robert  Siller- 
man  hope  to  repeat  the  trick.  Un- 
til last  October,  Hirsch,  39,  was 
president  of  Cleveland's  Malrite 
Communications,  a  publicly 
owned  radio  and  TV  station  oper- 
ator. (Other  large  publicly  owned 
radio  companies  include  Lin 
Broadcasting,  Park  Communica- 
tions, Taft  Broadcasting  and  Price 
Communications.)  Sillerman  is  a 
New  York  City  investment  bank- 
er. Together,  they  own  Legacy 
Broadcasting. 

In  a  deal  that  closes  next 
month,  Hirsch  and  Sillerman  are 
paying  a  record  $44  million  for 
Los  Angeles'  KfOI,  an  FM  signal 
with  an  easy-listening  format 
that  had  sold  for  a  then-record 
$18.5  million  in  June  1984.  Yet 
Hirsch  insists  they're  getting  a 
bargain.  "If  we  do  nothing  but 
take  the  [audience)  base  left  us 
and  grow  with  the  market,  we 
can  easily  service  our  debt,"  says 
Hirsch,  who  with  Sillerman  has 
purchased  five  additional  stations 
for  $38  million. 

Here's  how  radiomania's  new 
math  works.  The  KJOI  price 
came  to  10  times  the  station's 
cash  flow  (operating  income  before 
interest,  taxes,  depreciation  and  am- 
ortization). Los  Angeles'  total  radio  ad 
revenues  hit  $250  million  last  year 
and  are  growing.  Hirsch  argues  that 
since  KJOI  consistently  draws  almost 
5%  of  the  Los  Angeles  audience,  its  ad 
share  should  be  around  $12  million. 
In  reality,  it  gets  about  3%,  or  $7.5 
million.  Hirsch  says  each  additional 
$1  million  in  KJOI's  ad  revenues  gen- 
eral es  $600,000  or  more  in  cash  flow. 

he  can  simply  bring  KJOI's  ad 
revenues  in  line  with  its  audience 


Mixed  signals 

Many  radio  property  values  are 
up.  But  profits  are  not  guaran- 
teed. Below,  the  recent  safes 
prices  of  four  stations. 


KMEO-AM  and  FM  (Phoenix,  Ariz.) 
Format:  Easy  listening 
Households  in  market:  795,300 


$10  Sale  price  (Smillions) 

8 

6 

4 

2 

1  1 

76            '80  '85 

WIVY  FM  (Jacksonville,  Fla.) 
Format:  Adult  contemporary 
Households  in  market:  390,200 


$6 


'68 


76 


9/84 


12/84 


WAPE-AM  (Jacksonville,  Fla.) 
Format:  Religious  programming 
Households  in  market:  390,200 


reach,  KJOI's  cash  flow  will  jump  to 
about  $8  million.  The  rest  is  easy.  At 
10  times  cash  flow,  KJOI  would  be 
worth  $80  million. 

The  argument,  unfortunately,  has  a 
bleak  corollary  and  a  danger.  The  cor- 
ollary: Selling  out  entails  finding  a 
buyer  who  thinks  he  can  do  even  bet- 
ter with  the  station  than  the  seller 
did.  The  danger:  As  station  values  es- 
calate, there  will  be  considerably  less 
room  for  error. 

"Radio,  even  more  so  than  TV,  is 
very  volatile,"  says  William  Cate, 


president  of  Chapman  &  Asso- 
ciates, a  station  broker  in  Atlan- 
ta. "So  there's  a  tremendous 
amount  of  ego  in  the  business. 
Everyone  believes  he  can  do  it 
better." 

Milt  Klein  and  Shayle  R.  Ray 
thought  they  could  do  it  better. 
Klein,  60,  and  Ray,  57,  decided  in 
1983  to  form  their  own  station 
group.  These  aren't  college  kids. 
Together  Klein  and  Ray  have  60 
years  of  radio  broadcast  experi- 
ence. They  started  small,  pur- 
chasing a  three-station  group  in 
California  by  assuming  about  $2 
million  in  debt.  The  centerpiece 
of  the  deal  was  KPRO-AM  in  Riv- 
erside, a  rapidly  growing  commu- 
nity east  of  Los  Angeles.  To  give 
their  station  a  local  identity,  they 
decided  on  an  all  talk  and  news 
format — much  more  labor  inten- 
sive than  a  disc  jockey  and  some 
records. 

Klein  and  Ray  invested  their 
life  savings  and  hired  18  people. 
That  required  a  hefty  $55,000  a 
month  in  cash  flow  to  break  even. 
They  discovered  it  was  almost 
impossible  to  sell  national  adver- 
tising. Soon  the  pair's  $500,000  in 
savings  ran  out.  They  decided  to 
sell  off  the  two  smaller  stations. 
But  the  original  noteholders  got 
nervous  and  demanded  that  the 
sale  proceeds  be  applied  to  their 
debt.  In  the  end,  KPRO  was 
forced  into  bankruptcy.  All  three 
stations  went  off  the  air.  Klein 
and  Ray  lost  everything. 

An  unusually  large  number  of 
big-city  stations  are  likely  to  go 
on  the  block  over  the  next  24 
months,  the  result,  in  part,  of  the 
recent  Capital  Cities/ABC, 
GE/RCA  and  Rupert  Murdoch/ 
Metromedia  megadeals.  Included 
are  KABC  in  Los  Angeles,  which 
might  command  $70  million,  and 
New  York's  WNBC,  at  a  possible 
price  of  over  $40  million. 

In  the  past  the  publicity  atten- 
dant on  such  big  deals  has  pushed 
station  prices  even  higher  and  in- 
spired additional  activity.  So  the  bub- 
ble may  well  grow  more  before  it 
bursts.  But  few  experienced  radio  peo- 
ple doubt  it  will  burst  eventually. 

"It  might  only  take  one  major  de- 
fault to  create  a  panic  that  would 
change  the  whole  picture,"  says  Ben 
Hoberman,  who  spent  36  years  in  ra- 
dio until  he  retired  as  head  of  the  ABC 
radio  division  late  last  year.  "And  if 
you  look  at  the  multiples  being  paid," 
Hoberman  adds,  "you  can  see  there 
have  to  be  several  such  defaults  at 
some  point."  ■ 
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How  can  bank  regulators  deal  with  bad 
Latin  American  loans  without  starting  a 
run?  One  way  is  to  talk  about  letter-of- 
credit  guarantees  instead. 

Slow-burn 
panic 


By  Mark  Clifford 


Shouting  "Fire!"  in  a 
crowded  theater  is  un- 
wise, even  if  the  curtain 
is  smoldering.  Better  to  whis- 
per and  hope  to  empty  the 
room  slowly. 

How  else  explain  the  Feder- 
al Reserve's  attack  on  off-bal- 
ance-sheet credit  guarantees? 
The  Fed  wants  banks  that  do  a 
lot  of  these  letters  of  credit  to 
build  up  their  capital  cushion. 
But  the  fire  isn't  only  there. 
It's  in  the  billions  of  dollars  in 
Latin  American  loans  that  will 
be  paid  off  late  or  never.  Yet 
the  Fed  can't  afford  to  create  a 
Latin-loan  panic. 

So  far,  the  government's  of- 
ficial hear-no-evil,  see-no-evil 


treatment  of  Latin  loans  means  that 
banks  carry  these  loans  at  close  to 
face  value.  That  position  is  getting 
untenable,  with  Peru,  Mexico  and 
now  Brazil  vowing  to  limit  repayment 
of  debt.  In  this  context,  the  rules  re- 
quiring more  capital  to  back  domestic 
credit  guarantees  should  be  under- 
stood as  a  cautious  play  for  stronger 
balance  sheets. 

"The  Fed  is  worried  about  a  few  key 
institutions,  so  they're  forcing  the  en- 
tire industry  to  raise  capital,"  says  a 
money  center  bank  executive  who 
deals  with  regulators  on  capital  ade- 
quacy and  loss  reserves.  "Regulators 
were  criticized  after  Continental's 
near-failure,  so  they're  attempting  to 
prevent  similar  episodes,  but  they 
don't  want  to  alarm  the  man  in  the 
street  by  talking  about  the  banks' 
problems."  So  why  not  simply 
force  banks  to  write  off,  say, 
15%  of  Latin  American  loans, 
much  as  regulators  in  Canada 
and  West  Germany  have  done? 
"A  15%  charge  would  be  a 
crippling  blow  for  some 
banks,"  says  the  banker. 

The  Fed's  proposal  is  sensi- 
ble enough  and  long  overdue. 
It  would  penalize  banks  for 
having  a  heavy  involvement 
in  so-called  off-balance-sheet 
items — financial  guarantees 
like  standby  letters  of  credit 
and  contingent  loan  commit- 
ments. In  a  typical  arrange- 
ment, the  Delaware  Medical 
Center  raises  money  by  selling 
bonds  to  investors,  and  Bank- 
ers Trust,  in  effect,  cosigns  the 
IOU.  If  the  hospital  gets  into 


Vicarious  capital 


The  Fed  seems  to  think  it  tactless  to  demand  more  demand  more  capital  from  banks  with  heavy  off-bal- 
capital  from  banks  with  heavy  Latin  loans.  But  it  may  ance-sheet  loans — as  it  happens,  often  the  same  banks. 


Bank 

Total 
assets' 
(billions) 

Return  on 
equity 

Primary  capital  to  assets 

 assets  

current  rules       proposed  rules 

Capital 
needed  to 
raise  adjusted 
ratio  to  6.5% 
(millions) 

Latin  American 
loans  as  %  of 
primary  capital1 

Citicorp2 

$173.6 

14.3% 

6.23% 

6.05% 

$815 

97% 

BankAmerica 

118  5 

-6.8 

6.11 

5.81 

867 

94 

Chase  Manhattan 

87.7 

13.3 

6.87 

6.30 

195 

110 

Manufacturers  Hanover 

76.5 

11.9 

6.31 

5.62 

768 

149 

JP  Morgan 

69.4 

17.4 

7.96 

8.22 

69 

Chemical 

57.0 

14.6 

7.02 

6.32 

113 

92 

Security  Pacific 

53.5 

15.3 

6.39 

6.48 

11 

30 

Bankers  Trust 

50.6 

16.1 

6.35 

6.16 

1  78 

46 

First  Interstate3 

49.0 

13.1 

6.20 

6.67 

49 

First  Chicago 

38.9 

8.4 

7.24 

6.81 

62 

All  information  as  of  12/31/85  except  Latin  American  loans  (12/31/84).  'Includes  Argentina,  Brazil,  Chile,  Mexico  and  Venezuela.  2Citicorps  disclosure  of  foreign 
loans  is  far  more  complete  than  other  banks;  therefore,  figure  is  not  fully  comparable    ^Includes  six  largest  banks  in  system. 

Sources:  IBCA,  Inc.;  Goldman,  Ss.fhs. 
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trouble,  the  bank  has  to  make  good 
the  loss.  Bankers  Trust  collects  a  fee 
for  cosigning. 

Right  now,  such  a  guarantee  isn't 
considered  a  loan  by  the  bank,  and  the 
bank  doesn't  have  to  have  capital 
standing  behind  it.  (The  "primary 
capital"  cushion  consists  mainly  of 
shareholders'  equity  plus  loss  re- 
serves.) Meanwhile,  riskless  invest- 
ments like  Treasury  bills  are  counted 
in  the  asset  total  against  which  a 
minimum  5.5%  primary  capital  must 
be  maintained.  Under  the  proposed 
Fed  rules,  T  bills  would  no  longer  be 
counted  as  assets  in  determining  the 
minimum  acceptable  capital.  Letters 
of  credit  would  be  counted. 

Not  every  bank  would  be  penalized 
by  the  new  rules.  J. P.  Morgan  already 
boasts  one  of  the  highest  primary  cap- 
ital ratios  (7.96%),  considerably  above 
the  minimum.  If  the  Fed  proposal 
takes  effect,  Morgan  would  have  even 
more  excess  capital. 

At  the  other  end  of  the  scale  are 
banks,  now  on  the  edge  of  the  capital 
minimum,  that  would  be  in  worse 


By  Barry  Stavro 

Here's  basic  math  according  to 
John  B.  McCoy,  chief  executive 
of  Banc  One  Corp.:  "If  I  go 
into  a  transaction  with  $1  and  I  end 
up  with  95  cents,  well,  why  in  the  hell 
would  I  ever  want  to  do  that?"  It's  a 
lesson  in  how  acquisitions  can  dilute 
earnings;  particularly  timely  now  that 
interstate  banking  has  hit  the  Mid- 
west, and  the  race  is  on  to  buy  banks 
in  new  territory. 

Certainly  McCoy  has  the  buying 
power.  Banc  One,  with  $10.8  billion 
in  assets,  has  common  stock  out- 
standing worth  some  $1.8  billion,  the 
highest  market  capitalization  of  any 


shape.  An  analysis  by  Fred  DeBussey 
at  IBCA,  Inc.,  the  U.S.  arm  of  the 
London-based  bank  rating  firm, 
points  to  several  as  particularly  vul- 
nerable— BankAmerica,  Chase  Man- 
hattan, Chemical  and  Manufacturers 
Hanover — that  would  therefore  see 
their  capital  ratios  decline  significant- 
ly under  the  proposal.  All  four  have 
big  loans  to  Latin  America. 

There  are  two  ways  for  an  under- 
capitalized bank  to  shape  up.  One  is 
to  cut  back  off-balance-sheet  activity, 
which  would  cost  it  lucrative  fees, 
Va%  to  l'/2%  of  the  amount  guaran- 
teed. The  other  is  to  sell  more  stock. 
That  alternative  is  unpalatable  be- 
cause it  tends  to  pull  down  the  bank's 
return  on  equity.  If  a  bank  sells  $100 
of  stock  and  lends  it  out  at  10% — 5% 
aftertax — its  return  on  that  additional 
equity  is  a  pathetic  5%.  The  only  way 
for  a  bank  to  earn  its  target  of  15%  or 
so  is  to  leverage  a  little  bit  of  equity 
into  a  lot  of  borrowing  and  lending. 

Financial  guarantees  are  big  busi- 
ness to  some  banks.  The  industry's 
standby  letters  of  credit  more  than 


Midwest  bank,  including  such  leaders 
as  First  Chicago,  which  has  nearly 
four  times  Banc  One's  assets.  Banc 
One's  stock  trades  at  28,  more  than 
double  its  $12.13  per-share  book  val- 
ue. The  difference  is  its  sterling  per- 
formance record.  Since  last  fall  Mc- 
Coy has  moved  fast,  striking  deals 
worth  $190  million  (in  stock)  to  buy 
ten  banks  in  Kentucky,  Michigan  and 
Indiana  with  combined  assets  of  $1.8 
billion.  These  are  pip-squeak  banks. 
McCoy  could  cover  more  ground  buy- 
ing bigger  ones,  but  takeover  fever  has 
afflicted  the  larger  banks,  resulting  in 
higher  multiples.  McCoy  won't  make 
a  deal  if  it  dilutes  earnings.  Why?  "I 
own  the  stock,"  he  says. 


quadrupled  between  1980  and  1985. 
At  the  end  of  September  ten  large 
banks  together  had  more  than  $334 
billion  in  these  shadowy  obligations. 
Moody's  Investors  Service,  specifical- 
ly citing  heavy  off-balance-sheet  com- 
mitments and  few  prospects  for  grow- 
ing out  of  the  problem,  recently 
downgraded  its  ranking  of  Manufac- 
turers Hanover  debt.  It  was  the  first 
such  move  by  Moody's,  but  it  seems 
all  but  certain  that  it  will  be  getting 
around  to  other  banks. 

As  the  table  shows,  the  worst  a  large 
bank  can  expect  from  the  proposal  is  a 
demand  for  another  shot  of  equity 
equal  to  0.79%  of  assets. 

But  this  could  merely  be  a  down- 
payment.  If  the  Fed  stepped  up  the 
minimum  capital  from  5.5%  to  6.5%, 
Citicorp  and  BankAmerica  would 
need  more  than  $800  million  in  new 
money.  And  some  regulators  have 
been  saying  that  the  minimum 
should  eventually  be  ratcheted  up  to 
9%.  Even  though  they  aren't  con- 
fronting Latin  American  debt  head- 
on,  the  Feds  are  evidently  worried.  ■ 


Indeed,  Banc  One  insiders  control 
11%  of  the  stock,  and  McCoy  and  his 
family's  shares  are  worth  about  $8 
million.  Earnings  have  improved  ev- 
ery year  since  1968.  Last  year  Banc 
One's  profits  hit  $130  million,  or 
$2.01  per  share,  up  from  $108  million, 
or  $1.74,  in  1984.  This  year  analysts 
look  for  maybe  $2.25  per  share. 

Banc  One  is  part  of  an  emerging 
breed  of  new  banking  powerhouses 
that  show  earnings  performance  and 
balance  sheets  that  shame  most  mon- 
ey center  banks.  Energy,  agriculture 
and  foreign  loans  amount  to  less  than 
2%  of  Banc  One's  portfolio.  Its  non- 
performing  loans  are  1.3%  of  the  port- 
folio. Banc  One  doesn't  chase  after  big 
corporate  customers.  Instead,  it  plies 
the  more  profitable  middle  market, 
lending  to  companies  with,  say,  $5 
million  sales  and  up,  and  pushing  re- 
tail lending  like  credit  cards  (13%  of 
its  loans).  "I  don't  think  there's  ever 
been  a  bank  that's  failed  because  of 
bad  installment  loans,"  McCoy  notes. 
Last  year  Banc  One's  1.37%  return  on 
assets  was  the  best  performance  of  the 
40  largest  banks. 

This  is  partly  because  of  McCoy's 
successful  small-town  strategy,  a  can- 
ny combination  of  cost-cutting  and 
well-focused  retailing.  "It's  like  Wal- 
Mart,"  he  says.  Since  it's  already 
among  the  biggest  bank  credit  card 
processors,  with  nearly  6  million  ac- 
counts, when  Banc  One  takes  over  a 
small  bank's  data  processing  it  imme- 
diately wrings  out  economies  of  scale. 


Two  years  ago  many  figured  Columbus- 
based  Banc  One  was  in  real  trouble.  Not 
quite.  Thanks  to  carefully  focused  market- 
ing, Banc  One  today  is  a  Midwest  power- 
house on  an  aggressive  shopping  spree. 

Some  lessons  for 
the  big  boys 
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Canon's  new  AP  300 
Lakes  corrections  so  easily  buying  anything  else 

would  be  a  mistake. 


The  new  Canon  AP  300  electronic  typewriter  has  been  completely  redesigned  to  be 
er,  more  efficient  and  more  productive  than  ever  before. 

For  starters,  it  has  a  IK  correction  memory  and  32-character  display  to  help  eliminate 
>rs.  Plus  enough  memory  to  store  frequently  used  names,  addresses  or  phrases.  Bi- 
ctional  printing  from  memory  for  faster  printouts.  And  a  host  of  time-saving  automatic 
ures  like  centering,  bold  print,  indent,  underlining,  decimal  tab  and  line  framing  for  charts. 

And  that's  not  all  thafs  new  from  Canon.  The 
i  AP  200,  we  think,  is  the  best  heavy-duty 
:tronic  you  can  buy  in  its  price  range. 
If  your  office  demands  a  bit  more  of 
pewriter,  consider  the  new  AP  350 
p  a  memory  expandable  to  24K 
j  lets  you  store  and  revise  more 
n  12  pages  of  text. 

The  new  AP  300,  200  and 
.  Three  new  reasons  why 
ion  will  remain  the  fastest 
wing  name  in  office 
^writers. 

For  more  information, 

1-800-323-1717,  ext. 
.(In  Illinois,  call  1-800- 
: -8881,  ext.  301.) 

anon" 

FASTEST  GROWING  NAME 
FFICE  TYPEWRITERS. 

U.S.A.,  Inc.,  One  Canon  Plaza.  Lake  Success.  NY  1 1042 
Canon  U  S  A  ,  Inc 


Banc  One's  John  B.  McCoy 

Thinking  like  a  retailer,  not  a  banker. 


Wm  Irjnklin  MiMah 


Then  it  rolls  out  products  that  most 
small  banks  aren't  sophisticated 
enough  to  handle  but  the  companies 
in  town  need,  such  as  equipment  leas- 
ing (it  has  $173  million  in  leases)  or 
auto  leases  ($400  million). 

Collecting  small  banks  and  exploit- 
ing their  marketing  potential  isn't  the 
only  reason  for  all  this  profitable 
growth,  however.  Banc  One  keeps  an 
adventurous  eye  on  new  technology. 
Back  in  1966  it  was  one  of  the  first  to 
offer  a  Visa  card  outside  of  California, 
and  in  1971  it  began  installing  auto- 
mated teller  machines.  Then  in  1977 
Merrill  Lynch  picked  Banc  One  to 
process  its  new  Cash  Management 
Account,  which  grew  to  1  million  ac- 
counts in  eight  years. 

Sometimes,  though,  the  adventur- 
ous get  ambushed.  Two  years  ago 
Merrill  Lynch  announced  it  would  do 
its  CMA  processing  in-house.  Banc 
One's  stock  fell  25%  after  the  news. 
"Everybody  in  the  market  said,  'My 
God,  they're  going  to  die,'  "  McCoy 
remembers.  That  was  also  about  the 
time  McCoy,  now  42,  took  over  as 
chief  executive  from  his  father,  the 
third  generation  of  McCoys  to  head 
the  bank. 

The  death  notices  were  premature. 
By  the  time  Merrill  Lynch  had  finally 
extracted  most  of  its  CMA  business 
late  last  year,  Banc  One  had  replaced 
1 .2  million  credit  card  custom- 
im  Comp-U-Card,  the  Stamford, 
•based  shopping  service  whose 


members  can  order  250,000  discount- 
ed products,  from  microwave  ovens  to 
cars,  by  phone  or  computer.  By  offer- 
ing a  combination  Banc  One  Visa  card 
that  included  a  Comp-U-Card  mem- 
bership, Banc  One  hardly  noticed 
Merrill  was  gone. 

And  it  continues  to  look  for  ways  to 
squeeze  more  profit  from  the  cards. 
Last  year  Banc  One  packaged  and  sold 
$166  million  worth  of  its  outstanding 
credit  card  balances,  much  like  pack- 
aging mortgages.  But  its  credit  card 
receivables  still  hit  $906  million  in 
1985,  up  from  $321  million  in  1983. 
True,  loan  losses  from  credit  cards  run 
higher  than  from  other  loans,  but 
Banc  One's  yield  was  a  fat  22%  last 
year  (including  fees),  compared  with 
13%  for  the  rest  of  its  loan  portfolio. 

So  far  the  bank's  balance  sheet  has 
been  relatively  trouble-free.  But  with 
the  stock  trading  at  a  P/E  of  13,  high 
for  a  bank,  any  earnings  stumble  will 
surely  dent  the  stock  and  crimp  the 
bank's  chance  to  buy  into  other  states 
without  diluting  earnings.  One  im- 
mediate worry  is  that  the  credit  card 
rate  skirmishes  could  hurt  margins. 
And  Banc  One  still  has  top-of-the- 
market  rates,  ranging  from  19.8%  to 
21.6%.  Another  concern  is  that  as 
Banc  One  moves  further  away  from 
its  Ohio  base,  its  acquisition  and  mar- 
keting strategies  might  lose  their  im- 
pressive edge. 

McCoy  figures  the  first  line  of  de- 
fense against  such  troubles  is  to  keep 


the  new  ideas  coming.  The  bank 
invests  3%  of  its  earnings  in  research 
and  development,  something  that 
McCoy's  father  insisted  on,  to  devel- 
op creativity  so  that  it  thinks  like  a 
retailer  and  not  just  a  bank.  For  three 
years,  for  example,  Banc  One  has  been 
doing  its  own  telemarketing  with 
carefully  managed  phone  solicitation 
campaigns.  Right  now  McCoy  is  plug- 
ging loans  for  college-bound  high 
school  seniors  (the  bank  has  $132  mil- 
lion in  student  loans).  Why  bother? 
The  bank's  research  shows  70%  of  the 
students  who  go  to  Ohio  universities 
end  up  working  somewhere  in  the 
state.  "We  want  to  attract  customers 
early  and  keep  them  cradle  to  grave," 
McCoy  says. 

Not  every  idea  works.  Banc  One 
will  lose  money  on  its  $2  million  in- 
vestment in  a  home  video  banking 
program — Chase  Manhattan  and  Se- 
curity Pacific  are  among  the  other 
partners.  That  idea  may  be  ahead  of 
its  time,  but  right  now  it's  just  an 
outright  loser.  McCoy  hit  on  a  winner 
last  month,  though,  when  Banc  One 
was  the  only  bank  in  Columbus  to  be 
open  on  Presidents'  Day.  Big  ads  alert- 
ed customers  and  bank  traffic  was  the 
same  as  on  a  normal  working  day.  "I 
work  most  of  those  holidays  anyway 
and  I  answer  my  own  telephone,  and 
they're  ringing  just  as  much  because 
everybody  else  is  working.  So  we 
ought  to  be  open,"  McCoy  says.  Spo- 
ken like  a  true  retailer.  ■ 


Ihe  critical  thing  to  know 
about  a  computer 


company  is  how 
uch  they  knowj 
about  you. 

It  goes  without  saying  that  computer 
companies  know  computers.  The  question  is 
how  much  do  they  know  about  your  business. 

Consider  Burroughs,  the  computer 
company  committed  to  the  simple  premise 
that  in  order  to  help  your  business,  we 
first  have  to  understand  it. 

To  that  end,  Burroughs  has  spent 
years  analyzing  specific  industries  like 
finance,  manufacturing  and  distribution, 
health  care,  government,  education 
and  others. 

Many  of  our  people  have  spent 
years  as  professionals  in  these 
industries.  So  it's  not  surprising 
that  their  expertise  combined 
with  Burroughs'  innovative 
technology  has  resulted  in 
total  systems  that  solve 
the  problems  of  the  busi- 
nesses they're  designed  for 
And,  in  the  true  spirit  of  all 
businesses,  every  system  is  designed  to 
raise  productivity  while  reducing 
1  operating  costs. 

So  why  go  with  a  company  that  knows 
computers  but  not  your  business,  when  you 
can  go  with  Burroughs  and  have  both. 


i 


E^E  Burroughs 


Deregulation  has  intensified  competition 
and  data  processing  headaches  for  many 
bankers.  Thats  good  news  for  Systematics 
and  First  Financial  Management. 

Backroom 
bonanza 


By  Ruth  Simon 


Henry  Leslie,  president  of  the 
$430  million  (assets)  Union 
Bank  &  Trust  Co.  in  Mont- 
gomery Ala.,  shut  down  his  trouble- 
some, 14-person  data  processing  oper- 
ation three  years  ago  and  hired  one  of 
the  hotshots  of  a  growing  industry, 
Atlanta's  First  Financial  Management 
Corp.,  to  do  the  work  for  him. 
The  deal  got  him  a  crisp,  new 
system  for  analyzing  the  profit- 
ability of  customer  accounts  and 
a  far  faster  mechanism  for  track- 
ing delinquent  loans.  It  also  got 
him  a  25%  cost  savings. 

Leslie  thus  joined  the  burgeon- 
ing ranks  of  medium  to  small 
banks  and  thrifts  for  whom  in- 
house  data  crunching  is  not 
worth  the  hassle.  They  spent 
about  $5  billion  on  outside  pro- 
cessing last  year,  up  from  $4  bil- 
lion in  1984,  according  to  Alex. 
Brown  &  Sons  analyst  Cato  Car- 
penter. He  estimates  these  out- 
lays will  climb  22%  a  year,  to  $1 1 
billion,  by  1989.  Which  is  exactly 

what  they  want  to  hear  at  FFM,   

which  racked  up  $52  million  in  sales 
last  year,  and  at  much  larger  System- 
atics, Inc.  in  Little  Rock,  Ark.  (esti- 
mated fiscal  1986  sales,  $120  million), 
the  two  largest  independent  proces- 
sors. Both  have  grown  more  than  25% 
annually  for  more  than  a  decade,  and 
though  the  business  is  getting  tough- 
er, their  growth  is  expected  to  keep 
booming  at  the  same  rate  for  at  least 
the  next  two  or  three  years. 

Score  one  for  efficient  market  theo- 
rists— Wall  Street  is  already  on  the 
case.  Both  stocks  have  been  trading  at 
a  wallet-wilting  25  times  estimated 
s.  In  this  case,  though,  there 
may  be  some  justification  for  hopes 
t  high.  "You  have  a  very  dynamic 


market  for  the  best  competitors  to 
score  big,"  says  John  Love,  publisher 
of  Bank  Network  News. 

Systematics  and  First  Financial  are 
clearly  among  the  best.  Ranking  the 
top  outside  bank  data  processors, 
MTech,  an  arm  of  Dallas-based 
MCorp,  is  first,  with  $165  million, 
and  General  Motors'  Dallas-based 
subsidiary  Electronic  Data  Systems  is 


Systematics  Chairman  Walter  Smiley 
Short  on  glamour,  long  on  profits. 


second,  with  $130  million  (some  ana- 
lysts put  the  number  lower).  System- 
atics is  third.  Next  is  Pittsburgh's 
Mellon,  with  $55  million,  then  FFM 
and  Milwaukee's  Marshall  &.  Ilsley, 
with  about  $50  million. 

Even  with  corporate  giants  such  as 
EDS  and  MCorp  in  the  game,  and  the 
total  number  of  players  expected  to 
drop  from  500  to  about  100  by  1990, 
the  two  independents  are  counted 
among  the  sure  winners.  In  part,  this 
is  because  intense  customer  loyalty 
and  the  high  cost  of  changing  data 
systems  make  client  raiding  especial- 
ly difficult.  Today's  leader,  MCorp, 
has  only  3%  of  the  market,  and  that 
share  is  mainly  in  the  Southwest. 


But  this  is  also  an  industry  where 
the  quality  of  service  is  crucial.  "The 
task  is  to  make  the  bank  happy.  You 
don't  really  play  [against]  your 
competitors,"  says  Systematics 
Chairman  Walter  Smiley,  a  former 
IBM  salesman.  Systematics  evidently 
knows  how  to  keep  its  customers  hap- 
py— its  client  renewal  rate  is  90%. 
FFM  does  slightly  better,  with  92% . 

These  two,  in  any  case,  are  not  real- 
ly competitors.  They  offer  distinctive 
services  aimed  at  different  market 
segments  and  are  pursuing  different 
growth  strategies.  FFM  grew  out  of 
First  Railroad  &  Banking  Co.  of  Geor- 
gia, which  owns  57%  of  the  stock.  It 
is  what  the  industry  calls  a  "remote 
processor."  Its  average  client  is  a 
small  ($60  million  assets)  community 
bank  that  sends  its  records  by  messen- 
ger or  computer  to  one  of  FFM's  32 
regional  offices,  each  of  which  han- 
dles 30  to  60  such  banks.  One  of 
FFM's  main  competitors  is  MCorp, 
and  they  are  both  growing  by  buying 
other  regional  processors.  MCorp  has 
picked  up  15  in  the  past  two  years. 
FFM,  equally  aggressive,  has  spent 
about  $15  million  in  three  years  to 
buy  13  firms.  FFM  earned  $3.4  mil- 
lion, or  76  cents  per  share,  last 
year,  up  31%  over  1984,  and  this 
year  per-share  earnings  are  ex- 
pected to  hit  $1. 

Systematics'  specialty  is  larger 
banks  that  would  find  it  imprac- 
tical or  too  expensive  to  send 
their  records  each  day  to  a  pro- 
cessing center.  Systematics  acts 
as  a  "facilities  manager"  for 
banks  with  more  than  $400  mil- 
lion in  assets,  bringing  in  its  own 
software  and  programmers  and 
effectively  taking  over  the  bank's 
back  room.  (It  gets  25%  of  its 
business  from  remote  processing 
and  software  sales.) 

Walter  Smiley  started  System- 
atics back  in  1968  with  the  aid  of 

  Stephens  Inc., .  the  astute  Little 

Rock  investment  banker  that  now 
owns  49%  of  its  stock.  Systematics' 
main  competitors  are  EDS  and  a 
bank's  in-house  system,  but  its  earn- 
ings are  still  expected  to  increase  29%, 
to  $  1 1 . 1  million,  or  $  1 .02  per  share,  for 
the  fiscal  year  ending  May  31,  1986. 

Down  the  road,  Systematics  and 
FFM  are  looking  at  a  market  that  will 
be  fully  serviced.  The  trend  toward 
regional  consolidation  is  threatening 
to  cut  the  number  of  $100  million  to 
$1  billion  (assets)  banks.  But,  so  far, 
Wall  Street  does  not  seem  worried. 

Data  processing  may  not  be  the 
glamour  part  of  banking  these  days, 
but  there  is  money  to  be  made  in 
those  back  rooms.  ■ 


Critical  to  the  absolute  reliability  of  cardiac  pacemakers  are 
electrolytic  capacitors  necessary  for  controlling  a  pacemaker's 

electrical  flow. 

The  reliability  of  these  capacitors,  in  turn,  is  assured  by  the 
use  of  Fansteel  high  capacitance  tantalum  powder,  produced 

by  our  Metals  Division. 

In  addition  to  medical  electronics,  other  applications  for 
Fansteel  high  purity  tantalum  within  the  burgeoning  health 
care  industry  are  consistently  being  developed.  All  are  reasons 
why  it  will  pay  you  to  know  more  about  us. 


[fansteel 

An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 

FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


"Give  me  a  1801  dollar  yen  and  III  show 
you  how  to  compete, "  says  Lee  Iacocca  of 
Chrysler.  That  is  precisely  what  Japanese 
carmakers  have  always  been  afraid  of 


Welcome  to 
hard  times 


say,  or  some  other  device.  But  in  the 
end  the  real  world  facts  are  the  same. 

A  stronger  yen  has  advantages:  Im- 
ported raw  materials,  like  oil  and  ore, 
cost  less.  But  the  big  costs  are  capital, 
labor  and  finished  parts,  not  raw  ma- 
terials. A  ton  of  imported  iron  ore 
costs  about  $20,  but  the  ton  of  galva- 
nized sheet  steel— from  that  ore — to 
be  made  into  cars  costs  about  $500. 
Japan's  carmakers  can  be  expected  to 
deal  with  the  problem  in  three  ways: 

•  Export  prices  will  go  up,  although 
not  enough  to  make  up  for  the  curren- 
cy change;  this  would  ruin  sales. 
Prices  went  up  with  the  1986  intro- 
duction, were  raised  again,  and  a  third 
increase  is  under  way. 

•  Costs  will  be  cut  at  home  and 
abroad,  maybe  by  using  cheaper  mate- 
rials in  the  car,  maybe  by  spending 
less  on  product  development,  maybe 
by  snipping  advertising  in  the  U.S. 


By  Jerry  Flint 


Sometimes  we  have  a  storm. 
Not  always.  We  must  be  ready 
for  the  storm,"  says  Tetsuo  Chi- 
no,  president  of  American  Honda  Mo- 
tor Co.,  the  U.S.  arm  of  Japanese 
Honda. 

Stormy  is  the  word  to  describe  the 
world  of  Japanese  carmakers.  In  the 
space  of  100  days  oil  dropped  from  $26 
to  $15,  the  Japanese  government  ex- 
tended export  quotas,  and  the  yen 
climbed  to  about  180  to  the  dollar,  a 
33%  increase  from  240  to  the  dollar 
last  fall.  Meaning?  Slimmer  profits 
and  belt-tightening  ahead  for  the 
hard-charging  Japanese  automakers. 

A  vice  president  of  a  U.S.  automak- 
er, which  owns  a  chunk  of  a  Japanese 
carmaker,  says:  "Based  on  our  experi- 
ence, our  knowledge  of  our  partner 
tells  us  the  yen  strengthening  will 
wipe  out  Japanese  profits.  There  may 
be  some  thin  profits  here  and  there, 
but  they  don't  make  money  in  Japan, 
they  make  it  in  the  U.S.  So  it  is  our 
guess  that  it  will  be  tight." 

Chino  of  Honda  puts  it  more  deli- 
cately: "We  have  to  face  the  inevita- 
bility that  profitability  will  be  lower 
than  in  the  previous  year."  Why?  One 
company's  arithmetic  will  differ  from 
another's,  but  the  fundamentals  are 
clear.  Simplified,  a  hypothetical  Japa- 
nese car  wholesaled  to  the  U.S.  for 
$  1 0,000  at  220  yen  to  the  dollar  would 
bring  the  Japanese  2.2  million  yen. 
Figure  the  car  cost  1,870,000  yen  to 
build  plus  330,000  yen  for  profit.  At 
180  yen  to  the  dollar,  the  same  car 
when  exported  brings  in  only  1.8  mil- 
lion yen,  but  it  still  costs  1,870,000 
yen  to  build.  Good-bye  profit. 

In  the  abstract  world  of  export 
bookkeeping,  of  course,  shrinking 
tfit  may  be  obscured  through  re- 
serves previously  squirreled  away, 


•  The  home  factories  will  have  to 
reconsider  their  strategies,  such  as 
selling  without  profit  in  Japan  and 
making  it  up  from  exports  to  the  U.S. 

The  stronger  yen  also  decreases  the 
penalties  of  building  in  the  U.S. 
Honda,  for  example,  will  assemble 
220,000  cars  in  Ohio  this  year.  An 
Ohio  Honda  last  fall  cost  $500  more 
to  build  than  a  Japanese  version. 
"Now  it  is  almost  equal,  at  the  180 
rate,  almost  equal,"  says  Chino. 

Honda  also  is  "looking  inward," 
says  Nobuhiko  Kawamoto,  a  manag- 
ing director  of  the  Japanese  parent 
company  who  is  in  charge  of  Honda 
product  development.  An  American 
would  say  soul-searching.  He  means 
that,  having  seen  how  dramatically 
the  situation  can  change,  Honda  is 
considering  what  long-range  actions 
it  should  take.  "General  Motors  has 
its  Saturn  [project].  Now  we  must 
think  of  our  Saturn,  what  we  can  do 
differently,"  Kawamoto  says. 

The  Japanese  will  continue  to  sell 
well  in  the  U.S.  But  with  lower  prof- 
its, they  will  bleed,  like  everyone  else, 
to  move  vehicles.  Japanese  securities 
analysts  predict  the  big  Japanese  car- 
makers will  see  profits  drop  15%  to 
40%  in  the  first  half  of  the  new  year. 

What  does  Detroit  think?  Lee  Ia- 
cocca, Chrysler's  chairman,  used  to 
say  that  one  day  soon  the  Japanese 
would  have  50.1%  of  the  business  in 
America,  and  then  the  great  Ameri- 
can auto  industry,  envy  of  the  world, 
would  be  finished.  The  other  day,  as 
the  yen  was  rising  toward  200,  he  said 
this:  "Give  me  a  180/dollar  yen  and 
I'll  show  you  how  to  compete.  Ameri- 
can car  builders  might  make  this  a 
horse  race  yet."  ■ 


Squeeze  play 


On  a  hypothetical  $10,000  car,  a  33%  yen  increase  kills  the  profit.  The 
Japanese  will  raise  prices,  slash  costs,  and  probably  change  the  strategy 
of  breaking  even  elsewhere  and  making  it  up  from  U.S.  profits. 
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Japan 


U.S. 


Cost  to  build: 

1,870,000  yen 


<=!> 


Strong  yen 

Loss:  70,000  yen 


Weak  yen: 

240  per  U.S.  dollar 


Strong  yen: 

180  per  U.S.  dollar 


3 


Wholesale  price: 

$10,000 


Weak  yen 

Profit:  530,000  yen 


Exchange 
dollars  to  yen 
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By  Harvey  Shapiro 


When  Digital  TranService  Corp.,  a 
fledgling  New  Jersey-based  telecommu- 
nications firm  with  negligible  revenues, 
needed  a  million  dollars  worth  of  micro- 
wave equipment,  it  arranged  to  lease  it. 
When  corporate  giants  General  Motors 
and  Toyota  needed  a  $200  million  plant 
for  their  joint  automobile  manufacturing 
venture  in  California,  they  also  leased  it. 
When  CAAC,  the  airline  of  the  People's 
Republic  of  China,  needed  two  Airbus 
310s,  it  leased  them-eagerly  letting 
someone  else  worry  about  the  owner- 


ship of  the  means  of  production.  And 
when  Pittsburgh's  city  fathers  found 
themselves  battling  to  keep  the  Pirates 
in  town,  they  proposed  to  raise  funds  by 
selling  Three  Rivers  Stadium  and  leas- 
ing it  back. 

From  New  Jersey  to  Beijing,  a  grow- 
ing number  of  businesses,  and  govern- 
ment agencies  as  well  (see  page  10), 
have  been  leasing  rather  than  buying 
more  and  more  capital  equipment.  Sev- 
eral surveys  show  that  eight  out  of  ten 
U.S.  companies  have  used  equipment 


leasing,  turning  it  into  the  largest  and 
fastest-growing  source  of  external 
financing  for  the  capital  equipment 
needs  of  American  industry.  According 
to  Michael  J.  Fleming,  president  of  the 
American  Association  of  Equipment 
Lessors  (AAEL),  based  in  Arlington, 
Va.,  "The  pace  of  leasing  activity  was 
very  strong  in  1985,  particularly  toward 
the  end  of  the  year."  About  $85  billion  of 
equipment  was  put  on  lease  last  year, 
he  notes,  up  from  $74  billion  in  1984 
and  $43.5  billion  in  1980. 


ADVERTISEMENT  2 


Last  year's  $85  billion  represents 
more  than  a  third  of  new  capital  equip- 
ment acquired  with  external  funds  and 
puts  leasing  ahead  of  bank  loans  and 
the  stock  and  bond  markets  as  a  source 
of  business  equipment  financing. 
"Equipment  leasing  has  been  playing 
an  increasingly  important  role  in  the 
process  of  capital  formation  in  this 
country,"  says  Harry  Leggett,  president 
of  the  Mellon  Financial  Services  Leas- 
ing Group  in  Pittsburgh. 


Eight  out  of  ten  U.S. 
companies  have  used 
equipment  leasing, 
turning  it  into  the  largest 
and  fastest-growing 
source  of  external 
financing  for  the  capital 
equipment  needs  of 
American  industry. 


Positive  Attributes  

Why  are  such  massive  amounts  of 
equipment  now  acquired  through  lease 
financing?  A  U.S.  Department  of  Com- 
merce study  published  last  year  stated, 
"There  are  a  number  of  positive  attri- 
butes to  leasing  for  the  lessee  that 
make  it  an  attractive  form  of  financing." 
These  include  "100%  financing,  flexible 
repayment  structures,  off-balance- 
sheet  financing,  realization  of  tax  bene- 
fits, protection  against  obsolescence 
and  maintenance  and  servicing 
provisions." 

For  some,  the  primary  appeal  of 
leasing  is  the  opportunity  it  provides  to 
transfer  the  risks  that  equipment  will 
become  obsolete  to  a  leasing  company 
that  specializes  in  managing  that  risk 
and  remarketing  equipment.  For  others, 
"Leasing  is  primarily  a  matter  of 
convenience,"  notes  John  Shevillo, 
executive  vice  president  of  CMI  Corp.  in 
Bloomfieid  Hills,  Mich.  "You  just  sign  a 
document  and  don't  have  to  wait  for  a 
loan  to  be  approved."  For  many,  leasing 
represents  creative  cash  management, 
a  way  of  getting  fixed  rate  financing  and 
holding  onto  cash  rather  than  tying  it  up 
in  assets.  For  many  others,  leasing  is  a 
way  to  maximize  the  value  of  tax  bene- 
fits, letting  those  who  can't  use  them 
transfer  them  to  those  who  can  in  return 
for  acquiring  equipment  at  a  lower 
price.  Says  Joseph  T.  Rowan,  senior 
vice  president  of  Shearson  Lehman 


Brothers,  "Leasing  is  a  way  of  leveling 
the  playing  field  among  competitors  by 
equalizing  their  cost  of  capital." 


Because  of  its  varied  appeal,  leasing 
is  expected  to  remain  a  vigorous  financ- 
ing alternative  despite  the  prospect  of 
changes  in  federal  tax  laws,  which  may 
significantly  alter  the  leasing  environ- 
ment. The  changes  in  the  tax  code  pro- 
posed by  President  Reagan  and  passed 
by  the  House  of  Representatives  call  for 
ending  the  investment  tax  credit  (ITC), 
slowing  depreciation  and  imposing  a 
minimum  tax  on  corporations.  John 
F.  Spain  Jr.,  senior  vice  president  of 
MetLife  Capital  Credit  Corp.,  says  of  the 
proposed  tax  changes,  "Clearly,  this  is 
going  to  have  an  impact  on  the  leasing 
industry." 

But  Edward  Schultz,  president  of 
Dana  Credit  Corp.,  Toledo,  Ohio, 
insists,  "In  some  ways  I  welcome  this 
because  I  think  there  will  be  a  real  sort- 
ing out  process  in  the  industry.  If  they 
take  away  the  tax  benefits  associated 
with  leasing,  these  lessors  who  have 
been  passive  investors  are  not  going  to 
have  anything  left  to  offer.  But  those  of 
us  who  have  experience  in  providing  a 
value-added  product,  where  we  have 
something  to  offer  other  than  changing 
the  tax  benefits  from  one  person  to  the 
next,  are  going  to  continue  to  grow."  Jim 
Focareta,  vice  president  of  Westing- 
house  Credit  Corp.  in  Pittsburgh,  agrees. 
"There  are  a  number  of  fundamental 
reasons  why  people  lease,"  he  says, 
and  transferring  tax  benefits  is  only 
one  of  them.  "Many  of  the  underlying 
reasons  for  leasing  are  still  going  to 
be  in  effect." 


Options  and  Opportunities 

As  the  leasing  industry  sorts  out  its 
options  and  opportunities,  its  products 
and  prospects,  it  has  continued  to 
evolve  in  three  important  respects:  the 
kinds  of  equipment  leased,  the  partici- 
pants in  the  industry  and  the  structure 
of  leasing  agreements. 

Leasing  once  focused  on  financing 
equipment  that  moved-so  that  the  les- 
sor could  readily  reclaim  the  asset  if  the 
lessee  didn't  pay-and  despite  the  vast 
proliferation  of  leasing  agreements,  air- 
planes, trucks  and  railroad  equipment 
still  represent  big  markets.  "The  airline 
industry  is  probably  the  largest  single 
industry  for  the  leasing  business,"  says 
John  Robinson,  managing  director  of 
Babcock  &  Brown  in  San  Francisco. 
About  half  of  the  nation's  commercial  air 
fleet  is  leased,  Robinson  explains, 
because  "The  airline  industry  is  a  very 
capital-intensive  business,  and  air- 
planes are  extremely  expensive.  Most 
airlines  cannot  absorb  all  of  the  tax 
benefits  that  are  attendant  with  purchas- 
ing this  equipment,  so  it's  generally 
cheaper  and  more  economical  for 
them  to  enter  into  leases." 

Last  year  Babcock  &  Brown  arranged 
to  lease  more  than  a  billion  dollars 
worth  of  aircraft.  Meanwhile,  General 
Electric  Credit  Corp.  had  some  65,000 
railroad  cars  on  lease,  reflecting  the 
continuing  importance  of  leasing  in  rail 
transportation. 

But  the  continuing  transformation  of 
the  nation's  economic  base  is  being 
reflected  in  the  growth  of  new  segments 
of  equipment  leasing.  Says  Arthur 
Haberberger,  president  of  American 
Equipment  Leasing  in  Reading,  Pa., 
"When  I  started  in  the  business  in  1968, 
this  was  an  industrial  country  and  a  lot 
of  our  leasing  went  to  heavy  industry. 
But  as  the  economy  has  shifted  away 
from  manufacturing,  we  find  we're  leas- 
ing more  and  more  equipment  to  serv- 
ice industries:  Law  firms  and  publishing 
firms  now  use  word  processing  systems, 
and  the  architectural  firms  that  once 
used  drawing  boards  today  need 
CAD/CAM  systems  that  sell  for 
$150,000.  The  service  industries  are 
becoming  more  productivity  conscious, 
so  they're  leasing  more  equipment." 

Major  leasing  growth  has  been  highly 
visible  in  such  fields  as  information 
processing,  telecommunications,  health 
care,  financial  services,  retailing  and 
real  estate.  Even  in  smokestack  indus-  I 
tries,  Leggett  of  the  Mellon  Financial 
Services  Group  notes,  "There  is  a  shift  tl 
leasing  of  more  high-tech  equipment." 

For  a  number  of  years,  "computers 
have  been  one  of  the  largest  areas  of 
leasing,"  says  Dan  L.  Hale,  senior  vice 
president  of  General  Electric  Credit 


it  me  get  this  straight 

le  rate  we  agreed  on  is 
it  the  window. 

>ur  credit  people  still  arenTt 
itisfied. 

id  you  haven't  even  started 
xe  documents. 

>  you  have  any  idea  what  this 
Dnversation  just  cost  me? 


Think  about  choosing  a 
leasing  company  as  if 
you  were  hiring  an 
emp loyee . 

Is  he  or  she 
reliable?     Can  he  meet 
deadlines?     Can  he 
stay  within  budget? 
And  does  he  have  a 
solid  background  in 
your  particular 
industry?     When  you're 
comfortable  with  the 
answers  to  these 
questions,  really 
comfortable,  your 
decision  is  easy. 

Naturally,  we'd  like 
to  recommend  John 
Hancock  Leasing 
Corporati  on. 
Why? 

Because  we  do  have  an 
excellent  reputation 
for  meeting 
deadlines.     We  do 
listen  to  your 
direction  and  then 
customize  a  plan 
around  it.     We  stick 
to  our  prices  and 
we're  experienced  in 
every  industry  from 
agribusiness  to  HMO's, 
cable  to  software. 
One  more  thing.  John 
Hancock  Leasing 
Corporation  is  backed 
by  $26  billion  in 
assets. 


If  you  need 
company,  or 


a  leasing 
if  you ' re 
a  manufacturer  who 
would  like  to  offer 
John  Hancock  Leasing 
Corporation  as  part  of 
your  service,  please 
call  Bob  Watts  at 
(617)  572-5452. 


Real 
real 


life, 
answer  s. 
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Corp.  (GECC).  Computers  and  office 
equipment  now  account  for  more  than 
a  third  of  total  leasing  volume.  Infor- 
mation-processing equipment  has 
become  increasingly  critical  to  the  oper- 
ations of  a  wide  range  of  businesses 
and  professions,  but  the  technology 
continues  to  change  rapidly.  At  many 
firms,  "there's  a  desire  to  shift  the  risks 
of  obsolescence  to  a  lessor,"  says  Gus 
Constantin,  chairman  of  the  board  of 
Phoenix  America  in  San  Francisco. 
Indeed,  a  1983  AAEL  survey  showed 
that  concern  over  changing  technology 
was  a  preeminent  factor  in  the  leasing 
decision  at  many  firms.  Computer  les- 
sors know  how  to  remarket  computers, 
so  they're  prepared  to  take  the  obsoles- 
cence risk. 


Not  Just  Hardware 


It's  not  just  hardware  that's  being  leased 
these  days.  William  A.  Urban,  executive 
vice  president  of  Citicorp  Industrial 
Credit,  Inc.,  of  Harrison,  N.Y.,  says, 
"One  thing  that  we're  seeing  is  that 
because  the  cost  of  equipment  in  the 
EDP  and  office-automation  arena  has 
been  coming  down  so  much,  the  soft- 
ware component  is  becoming  a  bigger 
and  bigger  piece  of  the  transaction. 


We've  been  looking  at  transactions  in 
which  you  have  a  50%  software  com- 
ponent in  them,  which  significantly 
changes  the  way  you  look  at  that 

transaction." 

Telecommunications  is  another  area 
in  which  leasing  has  become  increas- 
ingly critical.  The  emergence  of  a  tele- 
communications equipment  market, 
which  is  expected  to  become  a  $100 
billion-a-year  industry,  reflects  the  con- 
junction of  two  developments.  One  is 
the  technological  revolution  that  has  led 
to  increasingly  "smart"  telephone  and 
telecommunications  systems  that  are 
intertwined  with  computer  technology 
and  do  much  more  than  let  people  talk 
to  one  another.  The  other  is  the  organi- 
zational revolution  growing  out  of  the 
breakup  of  the  Bell  System.  In  its  place 
are  a  very  competitive  new  AT&T  and 
seven  regional  telephone  operating 
companies.  These  baby  Bells  now 
permit  customers  to  acquire  their  own 
telephone  equipment. 

Once  many  companies  thought  only 
about  the  color  of  the  telephones  they 
wanted;  now,  says  Phoenix  America's 
Constantin,  "Telecommunications  has 
seen  a  lot  more  new  product  activity  and 
new  product  introductions."  So  the 
question  of  determining  the  right  tele- 


communications system-and  financing 
it-is  an  important  economic  decision, 
and  leasing  is  often  a  part  of  that  deci- 
sion. Thus,  Sheraton  Corp.  has  chosen 
to  lease  rather  than  buy  the  telecom- 
munications equipment  for  some  of  its 
new  hotels  from  Dana  Credit  Corp. 

"Telecommunications  equipment  is 
becoming  a  very  strong  part  of  our  busi 
ness,"  adds  Shevillo  of  CMI.  And  at 
Eaton  Financial  Corp.  in  Framingham, 
Mass.,  President  and  CEO  Paul  Gass 
says,  "Telecommunications  equipment 
used  to  be  about  5%  of  our  business; 
now  it's  12%  or  13%  and  it's  growing." 

Medical  equipment  is  another  high- 
tech area  that  is  regarded  as  "eminentl' 
leasable,"  says  Hale  of  GECC.  "This  is 
an  area  where  you're  seeing  a  revolu- 
tion taking  place,"  adds  Harvey  Granat, 
president  of  Sussex  Leasing  Corp.  in 
Great  Neck,  N.Y.  There  is  not  only  a 
technological  revolution  underway  that 
is  introducing  an  array  of  new  diagnos- 
tic equipment,  there  is  also  a  financial 
revolution  occurring  as  the  federal 
government  introduces  insurance 
reimbursement  systems  that  seek  to 
encourage  care  outside  hospitals.  The 
ensuing  growth  in  outpatient  facilities 
has  created  a  strong  demand  for  new 
medical  equipment,  "and  a  good  per- 
centage of  that  equipment  is  being 
leased,"  Granat  says,  in  order  to  con- 
serve cash  and  manage  the  obsoles- 
cence risk. 

Technological  change  is  also  sweep- 
ing through  financial  services  and 
retailing,  as  automated  teller  machines 
(ATMs),  electronic  point-of-sale  termi- 
nals and  other  devices  speed  the  trans- 
fer of  funds.  Many  financial  institutions 
and  retailers  conserve  their  own  funds 
by  leasing  this  equipment.  As  a  result, 
"the  financial  services  sector  in  particu- 
lar has  become  a  big  client  of  ours," 
says  George  Miller,  president  of  John 
Hancock  Leasing  Corp.  in  Boston, 
"because  they  are  automating  many  of 
their  activities." 


Leasing  Real  Estate 

Meanwhile,  William  Montgomery,  presi- 
dent of  Xerox  Credit  Corp.  says,  "Equip 
ment  lessors  are  now  doing  real  estate 
deals  the  way  they  would  do  equipment 
deals."  Recently,  he  notes,  Xerox  Credit 
bought  the  operations  center  of  a  West 
Coast  bank  and  leased  it  back  for  a 
25-year  period  in  a  deal  valued  at  $52 
million.  Similarly,  Security  Pacific 
recently  bought  and  leased  back  the 
General  Reinsurance  building  in 
downtown  Stamford,  Conn. 

What's  the  point  of  all  this?  Joseph 
T.  Rowan  of  Shearson  Lehman  Brother 
explains  that  Shearson  and  Commer- 


DI\JI  OR  SMALL! \ 

From  a  line  of  leasing  credit,  to  make  leasWj  or 
renting  equipment  easy .  I  :to  vendor  programs  for 
national  equipment  distributors ...  we  will  me^et 
your  needs  BIG  OR  SMALL!         \  \ 


Contact  Mark  Guida,  Vice  President/Marketing 
P.O.  Box  1258    Reading,  PA  19603    (21§)  775-3134 


lie  point  where 
>romises  end . . . 
nd  performance 
>egins 


signature  is  a  profound  corporate  commitment. . . 

e  point  where  performance  truly  begins.  At 
Dmdisco,  Inc.,  when  we  commit  our  name  to  paper, 
3  also  commit  the  integrity  of  the  Company.  That's 
■hy  most  of  the  Fortune  500  have  come  to  rely  on 
br  synergistic  services  to  meet  their  capital  equip- 
lent  needs  since  1 969.  From  leasing  of  all-new  high 
jch  equipment. .  .to  remarketing  of  used  IBM  mainframes 
nd  peripherals. .  .to  keeping  your  operation  running  if  your 
Dimputer  goes  down  during  a  disaster,  Comdisco  is  the  only 
ompany  that  does  it  all  with  a  full-service  commitment. 

trategic  Leasing 

omdisco  can  help  maximize  the  return  on  your  investment  in  new 
chnology— whether  personal  computers,  peripheral  equipment, 
rge  CPUs,  or  PBX  systems.  Leasing  conserves  capital,  provides 
xurate  forecasting,  allows  convenience,  flexibility,  and  affordability. 
omdisco  is  also  the  world's  largest  remarketer  of  used  IBM  main- 
ames  and  peripherals,  so  we  can  structure  every  potential  hardware 
^quisition  to  your  advantage,  while  giving  you  the  utmost  in  flexibility 
✓er  the  term  of  your  lease. 

isaster  Recovery 

omdisco  Disaster  Recovery  Services,  Inc.  (CDRS)  can  help  you  balance 
ritical  processing  requirements  with  tactical  plans  for  recovery.  We  can  guide 
du  through  the  development  of  your  own  plan,  offer  interim  protection,  and  devise 
workable  strategy  for  even  the  most  complex  requirements.  With  a  network  of  fully- 
quipped  hotsites  nationwide,  CDRS  is  unequalled  in  capacity  and  capability. 

t  Comdisco,  integrity  is  a  corporate  commitment.  We  invite  your  inquiry. 


J 


Comdisco,  Inc.,  6400  Shafer  Court,  Rosemont,  Illinois  60018  312/698-3000 
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cial  Union  Capital  Corp.,  who  have  a 
leasing  joint  venture,  arranged  the  sale 
and  leaseback  of  Fluor  Corp.'s  corpo- 
rate headquarters  building  in  Texas 
because  the  company  "didn't  want  to 
keep  all  that  money  tied  up  in  real 
estate.  They  wanted  to  use  the  real 
estate,  but  they  also  wanted  to  get  cash 
to  use  for  other  things."  The  sale  and 
leaseback  made  it  possible  for  Fluor  to 
end  up  with  both  the  cash  and  the  use 
of  the  building. 

Besides  leasing  commercial  real 
estate,  Charles  J.  Hill  of  Bankers  Trust 
says,  "There  has  been  a  lot  of  facility 
financings,  and  the  dollar  amounts  on 
these  deals  tended  to  be  very  high."  For 
example,  Bankers  Trust  was  involved  in 
a  $210.5  million  deal  in  which  Santa  Fe 
International  built  a  geothermal  plant, 
seeking  to  tap  the  energy  released  by 
underground  steam.  In  order  to  maxi- 
mize the  use  of  the  investment  tax 
benefits  created  by  the  project,  the 
plant  was  purchased  by  TriContinental 
Leasing,  the  leasing  subsidiary  of  Bell 
Atlantic  and  leased  back  to  Santa  Fe 
Geo-thermal  Inc. 

Mark  Comora,  president  of  Commer- 
cial Union  Capital  Corp.  in  New  York 
adds,  "A  lot  of  Japanese  companies  are 
coming  in  and  building  facilities  in  the 
States,  and  a  lot  of  them  are  lease- 
financing  those  facilities.  You  saw  that 
with  the  General  Motors-Toyota  joint 
venture  in  Fremont,  Calif.,  and  you 
saw  that  with  the  Mazda  factory  and 
a  couple  of  chemical  facilities  this 
past  year." 

Another  development  that  is  reshap- 
ing portions  of  the  leasing  industry  is 
the  growth  of  vendor  leasing,  in  which 
equipment  manufacturers  lease  rather 
than  sell  their  products  to  their  cus- 
tomers. Sudhir  P.  Amembal,  president 
of  Amembal  &  Isom,  a  leasing  consult- 
ing firm  in  Salt  Lake  City,  says,  "We 
believe  that  over  the  next  five  to  ten 
years,  captive  leasing  or  vendor  leasing 
will  dominate  the  leasing  industry."  Cap- 
tives are  financing  subsidiaries  of 
industrial  companies,  and  GECC's  Hale 
says:  "More  and  more  manufacturers 
have  recognized  over  the  past  few  years 
the  need  to  have  financing  as  part  of 
their  overall  bag  of  products  and  serv- 
ices. So  they  set  up  financing  subsidi- 
aries." Montgomery  notes  that  Xerox 
Credit  was  created  years  ago;  IBM 
Credit  Corp.  was  set  up  in  the  early 
1980s.  And  "NCR,  Burroughs,  Pitney 
Bowes,  all  of  the  office  equipment 
companies  that  have  used  financing 
as  a  part  of  their  sales  effort,  are  forming, 
or  have  formed,  captives.  The  latest  is 
Burroughs." 

At  Pitney  Bowes,  vice  president 
Robert  Lever  says  in  vendor  leasing  "it's 
important  to  have  a  system  to  support 
this  activity,  and  we  do."  Indeed,  it  has 


expanded  its  leasing  program  to 
include  financing  equipment  for  other 
manufacturers. 

the  first  captive  finance  companies 
processed  their  own  transactions,  but 
there  is  a  growing  movement  to  farm  out 
the  administrative  tasks.  Says  Robert 
N.  Laughlin  Jr.,  executive  vice  president 
of  Citicorp  industrial  Credit:  "Control 
over  the  sales  of  the  product  is  a  big 
motivation  for  forming  captives,  but  a 
number  of  captives  don't  want  to  build  a 
big  organization  and  run  all  of  the  back 
office.  So  we  have  a  number  of  con- 
tracts where  we  do  the  back-office  work 
for  those  captives." 

While  "private-label"  vendor  financ- 
ing has  grown  increasingly  important  on 
small-ticket  items,  Schultz  says  Dana 
has  something  similar  for  big-ticket 
items  called  the  lease-investment  trust. 
Says  Schultz:  "This  enables  either  a 


Changing  Structure  of 
Transactions 


leasing  company  or  a  manufacturing 
company  that  wants  to  have  a  leasing 
program  to  have  one,  and  the  people 
who  are  leasing  from  that  company  are 
never  aware  of  us.  We're  providing  the 
technical  know-how,  the  administration, 
the  management,  the  pricing,  and  we're 
using  the  tax  benefits  and  providing 
the  money." 

He  adds  that  this  program's  typical 
user  is  "a  company  that  for  some  rea- 
son cannot  use  the  benefits  of  being  a 
lessor.  But  they've  got  a  sales  force  out 
there,  and  they  want  to  remain  in  the 
leasing  marketplace  until  they  become 
sufficiently  profitable  and  can  use  their 
tax  benefits;  they  don't  want  to  disas- 
semble their  sales  force,  so  we  would 
put  together  a  program  whereby  we 
would  buy  the  product  that  they  gener- 
ate, and  we  would  never  come  into 
contact  with  the  lessee." 


As  the  role  of  leasing  broadens,  the 
structure  of  transactions  has  also  been 
changing.  For  example,  Peter  K.  Nevitt 
chairman  of  the  BankAmeriLease  Com 
panies  in  San  Francisco,  says  there 
are  currently  movements  afoot  both  to 
lengthen  and  shorten  the  maturity  of 
leases.  Lessors  have  been  shortening 
some  leases,  Nevitt  says,  to  reflect  the 
accelerated  depreciation  of  equipment 
under  the  ACRS  rules  and  the  short- 
ened maturity  of  their  own  funding, 
resulting  from  the  volatility  in  financing 
markets.  But  many  lessees  have  also 
been  seeking  shorter-term  leases 
because  of  the  pace  of  technological 
change.  Notes  Miller  of  John  Hancock 
Leasing  Corp.:  "Computers  used  to  be 
leased  for  seven  years;  they're  now 
down  to  four  or  five  years  or  even  three 
years.  Companies  are  demanding  the 
flexibility  to  trade  in  earlier  and  upgrade 
earlier  than  they  have  in  the  past 
because  of  technological  advances." 

At  the  same  time,  however,  airlines 
have  been  seeking  longer  leases  on 
equipment,  and  lessors  have  been  will- 
ing to  provide  it.  "The  confidence  in  the 
equipment  has  grown,"  says  Hill  of 
Bankers  Trust.  "No  one  has  gotten  into 
the  aircraft  market  and  gotten  burned 
as  they  have  in  computers.  People  have 
invested  in  aircraft,  they've  come  off 
ease,  and  they've  done  very  well  with 
them.  The  airplanes  have  maintained 
their  value.  There  are  a  very  limited 
number  of  types  of  aircraft  that  have 
become  totally  obsolete  and  virtually 
worthless.  And  this  is  a  well-establishe 
marketplace;  it's  not  like  owning  an 
automobile  factory  and  wondering  who 
else  could  use  it."  Thus,  at  the  end  of 
1985,  Bankers  Trust  arranged  for  Amer 
can  Airlines  to  lease  two  767s  and  three 
MD-80s  for  22  years,  a  record  maturity. 

Montgomery  of  Xerox  adds,  "I  see 
something  else  going  on  in  aircraft  leas 
ing  that  is  an  interesting  development. 
In  the  early  days  of  leasing  aircraft,  it 
was  generally  pretty  straightforward. 
You  had  a  lessor  and  a  lessee,  and  the 
terms  of  the  contract  were  inflexible. 
You  leased  a  747  for  16  years,  or  what- 
ever it  was,  and  it  was  a  straight  deal; 
that  was  it."  Montgomery  continues, 
"Now,  what  you're  seeing  is  changes  in 
the  use  of  aircraft  brought  about  by 
deregulation  and  fuel  costs  and  dis- 
count airlines  all  kind  of  mixed  into  one 
The  result  of  all  this  plus  the  advent  of 
Airbus  as  a  competitor  is  more  wheeling 
and  dealing  among  the  aircraft  manu- 
facturers to  get  the  airlines  to  buy  their 
aircraft,  and  the  leasing  companies  are 
being  used  as  part  of  this." 
For  Airbus  to  be  competitive  in  the 
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ily  the  Citi  can  meet  all  your  equipment 
ancing  and  leasing  needs* 


Only  Citicorp  Industrial  Credit  does  it  all. 
Nationwide.  We  run  the  gamut,  from  comput- 
ers and  copiers,  typewriters  and  satellites, 
to  printing  presses  and  planes.  And  with  our 
virtually  unlimited  range  of  financing  and 
leasing  options,  you  can  pick  the  one  that 
suits  your  company  best — at  a  very  competi- 
tive rate. 

When  you  acquire  new  plant  and  equip- 
ment, our  industry  experts  can  help  you  pre- 
serve capital  and  increase  your  cash  flow. 
And  our  tax  leasing  specialists  can  design 
a  program  to  optimize  your  investment 
strategy. 

For  manufacturers  and  vendors,  we  can 
be  your  captive  finance  company  with  back 
office  support  programs  to  handle  billing, 
collections,  and  credit  checking.  Our  vendor 
finance  division  can  provide  point-of-sale 
programs  to  help  you  close  sales  quickly.  And 
our  portfolio  financing  options  can  strength- 
en your  company's  balance  sheet. 

So  call  Jim  Matison  at  (914)  899-7224. 

Because  for  all  your  equipment  needs, 
there's  no  place  like  the  Citi. 


IN  1985,  WHO 

ORIGINATED  AND 

PLACED  OVER  120 

INNOVATIVE 

TAX-ORIENTED 

EQUIPMENT 

LEASES? 


m 

BankAmeriLease  Companies 

BankAmerica  Capital  Markets  Group 


NT&SA  Member  FDIC      1986  BankAmerica  Corporation 


Some  financial  sources  try  to  do  everything. 
The  Associates  prefers  to  do  fewer  things,  better. 


At  The  Associates,  we've  always  found  excellence 
in  a  few  areas  preferable  to  mediocrity  in  dozens. 

So  we  concentrate  on  financing  and  leasing 
trucks  and  trailers,  heavy  equipment  and 
machine  tools,  aircraft  and  automobiles. 

This  gives  us  an  expertise  other  lend- 
ers can't  match.  We  can  identify  oppor- 
tunities better.  Give  you  faster,  more 


GULF  t  WESTERN  COMPANY 


personal  service.  And  offer  you  a  variety  of 
flexible,  innovative,  custom-tailored  packages, 
at  highly  competitive  rates. 

If  your  company  could  use  a  specialist 
with  over  65  years  of  experience  and  over 
$8  billion  in  assets,  give  us  a  call. 

We're  The  Associates.  And  we  think 
you'll  like  the  way  we  do  the  things  we  do. 


We  listen.  We  respond. 


The  Associates  •  Transportation  Financing  •  Equipment  Financing  and  Leasing  •  Fleet  Leasing  •  Business  Loans  •  Factoring  •  Communication  • 

The  Associates  Center  •  150  N  Michigan  Avenue  •  Chicago.  IL  60601  1  1986  Associates  Commercial  Corporation 
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Public  Sector  Leasing:  A  Growing  Market 


It's  no  longer  just  businesses  that  are  using  leasing  to 
acquire  needed  equipment;  leasing  is  also  becoming 
an  increasingly  important  financing  mechanism  for 
government  agencies  as  well.  Says  Robert  N.  Laughlin 
Jr.,  executive  vice  president  of  Citicorp  Industrial  Credit, 
Inc.,  in  Harrison,  N.Y.,  "We're  seeing  a  lot  of  activity  in 
the  municipal  marketplace."  These  days,  localities  are 
leasing  everything  from  computers  and  fire  trucks  to 
typewriters  and  jails.  According  to  the  Government 
Finance  Officers  Association  estimates,  municipal 
leases  are  being  signed  at  the  rate  of  $5  billion  a  year. 
"It's  definitely  a  growth  market,"  says  John  F.  Spain  Jr., 
senior  vice  president  of  MetLife  Capital  Credit  Corp. 

Leasing  has  become  increasingly  important  to  state 
and  local  governments  because  it  helps  them  ease  the 
fiscal  bind  many  of  them  are  facing.  Taxpayers  have 
been  more  and  more  reluctant  to  accept  increases  in 
taxes  or  to  approve  bond  issues,  while  the  federal  gov- 
ernment has  sought  to  limit  its  aid  to  localities.  Yet  the 
cost  of  providing  services  continues  to  mount.  "Munici- 
pal governments  have  been  under  a  lot  of  strain,"  says 
Citicorp's  Laughlin,  "and  things  that  they  might  have 
financed  through  bond  issues  are  not  as  easy  to  get 
these  days.  One  way  to  help  out  on  that  is  to  lease 
equipment."  Leasing  provides  a  way  of  obtaining  equip- 
ment without  appropriating  or  borrowing  large  sums  up 
front.  Says  Spain  of  MetLife,  "It's  an  easier  method  for 
local  governments  to  acquire  assets  and  spread  out 
their  payment  streams." 

Centered  in  California  

Some  $2  billion  of  the  $5  billion  municipal  leasing  mar- 
ket is  centered  in  California,  where  leasing  has  become 
particularly  popular  because  of  Proposition  13.  This  tax 
limitation  initiative,  passed  in  1978,  put  a  1%  limit  on 
property  tax  per  $100  assessed  valuation,  and  stipu- 
lated that  two-thirds  of  the  voters  must  approve  any 
issues  of  general  obligation  bonds.  This  has  required 
local  governments  to  use  their  taxing  and  borrowing 
powers  more  carefully. 

Beyond  the  California  borders,  though,  a  growing 
number  of  other  local  governments  are  also  using 
leasing.  In  Charlotte,  N.C.,  for  example,  the  city's 
$250  million  annual  operating  budget  now  includes 
about  $7  million  in  leasing  payments.  But  William 
J.  Montgomery  of  Xerox  Credit  Corp.  emphasizes  that 


local  public  sector  leasing  "isn't  limited  just  to  cities. 
It  can  be  a  school  district  or  a  community  hospital." 

Much  of  municipal  leasing  involves  the  basics  of 
local  government,  particularly  vehicles.  Oakland,  Calif., 
for  example,  leases  some  of  its  fire  trucks.  On  the  other 
hand,  Oklahoma  City  arranged  to  lease  two  helicopters 
for  its  police  department,  and  other  localities  have 
leased  a  wide  variety  of  equipment.  Three  of  the 
fastest-growing  fields  for  municipal  leasing  are  com- 
puters, telecommunications  and  municipal  facilities. 

Governmental  agencies  are  increasingly  dependent 
on  computers,  but  they  are  wary  of  both  the  costs  of 
buying  them  and  the  risk  of  obsolescence  in  owning 
them.  So  they  are  leasing  everything  from  PCs  to 
supercomputers.  Florida  State  University  in  Tallahas- 
see, for  example,  wanted  to  acquire  a  $60  million  com- 
puter. The  federal  government  had  agreed  to  rent  time 
on  this  computer,  so  instead  of  seeking  an  appropria- 
tion of  funds  to  buy  it,  Florida  State  arranged  to  lease  it. 
This  way,  the  $44  million  in  rentals  that  would  be  pay- 
able over  five  years  from  the  federal  government  could 
be  used  to  meet  a  major  portion  of  the  leasing  pay- 
ments-and  there  would  be  no  need  for  a  sizable  cash 
outlay  to  acquire  the  computer. 

Telecommunications  equipment  presents  similar 
problems.  Like  businesses,  government  agencies  find 
there  are  more  and  more  opportunities  to  capitalize  on 
the  rapidly  changing  telecommunications  technology 
and  obtain  new  services.  But  the  new  equipment  is 
expensive  to  buy  and  risky  to  own.  Instead,  many  city 
and  state  governments  lease  it. 

Sometimes  entire  facilities  can  be  leased.  For  exam- 
ple, Reeves  County  wanted  to  build  a  new  $4.5  million 
correctional  facility  in  Pecos,  Tex.  First  Continental 
Financial  Corp.  of  Dallas  arranged  a  transaction  in 
which  a  group  of  investors  built  a  new  jail  and  leased  it 
to  Reeves  County.  The  U.S.  Marshall's  Service  will  be 
paying  Reeves  County  $35  per  day  per  prisoner,  ena- 
bling the  county  to  meet  its  leasing  payments.  This 
leasing  arrangement  enables  the  federal  government 
to  cut  the  costs  of  transporting  prisoners  to  other  jails, 
helps  the  county  acquire  a  facility  without  using  tax  rev- 
enues or  issuing  bonds  and  provides  investors  in  the 
project  with  an  attractive  return.  Meanwhile,  Oakland, 
Calif.,  has  arranged  sales  and  leasebacks  of  two  dozen 
city-owned  buildings,  including  City  Hall,  generating 
some  $250  million  in  cash. 


XEROX 
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fes,we  also  lease  copiers. 


When  you  think  of  Xerox,  airplanes, 
ntainer  ships,  and  locomotives  don't 
tdily  come  to  mind. 
Yet  each  of  these  can  be  as  essential 
your  business  as  copiers,  computers, 
d  electronic  typewriters. 
Which  is  why  Xerox  Credit 
)rporation  is  dedicated  to  keeping 
mefican  business  competi- 
e  by  leasing  a  broad  range 
equipment  in  addition  to 
ir  own. 

Xerox  Credit  Corporation,  a  Xerox 
nancial  Services  Company,  has  four 
visions  which  in  1985  accounted  for 
er  1  billion  dollars  of  leasing  and 
luipment  financing.  Aircraft,  manufac- 


turing and  other  major  capital  invest- 
ments are  leased  by  our  Corporate 
Finance  Division. 

Our  Circle  Business  Credit  subsidiary 
handles  the  financing  of  middle-ticket 
machinery  such  as  medical  and  indus- 
trial equipment  and  develops  innovative 
vendor  leasing  programs.  LMV  Leasing 
handles  vehicle  fleet  leasing. 

Of  course,  when  customers 
purchase  Xerox  products  we 
finance  them,  too.  After  all, 
we're  part  of  Team  Xerox.  We  have  the 
strength  of  Xerox  Corporation  behind 
every  transaction. 
So  can  you. 

If  your  business  demands  the  creative 


financing  we  offer,  send  in  the  coupon. 
Orcall _(203y  25^6600.  

r~Yes,  I  would  like  to  know  more  about  the  following 
service(s)  of  the  Xerox  Credit  Corporation: 

□  Tax  based  leveraged  leases 

□  Tax  based  single  investor  leases 

□  Automobile  fleet  leasing  and  fleet  management 

□  Manufacturer/seller  vendor  programs 

□  Asset  based  lending 

□  Conditional  sales  contracts 


CITY  STATE  ZIP 

Mail  to:  The  President,  Xerox  Credit  Corporation.  100  First 
Stanford  Place.  Stanford  CT  06904.  or  call  (203)  325-6600. 
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How  General  Electric  Credit 
Corporation  gave  a  19th  century  church 

a  new  lease  on  life 


And  two  other  examples  of  faith  and  financing  that  have  made 
GE  Credit  number  one  in  diversified  finance  services 


FIRST  A  19TH 
CENTURY  CHURCH 
designed  by  Stanford  White, 
later  the  home  of  the  Hartford 
Times,  is  now  a  fully  rented 
office  building  thanks  to  a  unique 
"bow  tie"  financial  package. 


1 


Madison  Avenue  church 
gets  new  lease  on  life 
In  Hartford  from  GE  Credit 

LSHIONABLE  CHURCHGOERS  in  Man- 
Lttan  at  the  end  of  the  last  c  entury 
rayed  in  the  beautiful  house  of  wor- 
lip  on  Madison  Avenue  that  the 
Hers  had  wisely  engaged  Stanford 
hite  to  design  before  his  untimely 
pnise. 

Demise,  however,  soon  struck  the 
lurch,  and  it  was  torn  down  to 
ake  way  for  a  larger  building. 

But  wisdom  prevailed.  Another 
■chitect  saved  the  church's  granite 
ilumns  and  terra  cotta  bricks  and 
^assembled  them  in  1920  into  the 
■w  home  of  the  Hartford  Times. 

The  paper  closed  63  years  later 
id  it  appeared  the  building  was  fi- 
ll ly  doomed.  But  this  time,  Charles 
unigle,  a  Hartford  builder  and  real 
tate  man,  came  to  its  rescue. 

"Everybody  was  concerned  about 
ie  building  but  nobody  could  figure 
it  what  to  do  with  it,"  Munigle  re- 
,11s.  "I  dreamed  of  what  it  could  be." 

Munigle's  Development  Re- 
jurces  Corporation  turned  to  GE 
edit  as  a  source  of  permanent  fi- 
ancing  to  pay  off  the  acquisition 
id  construction  loans  incurred  in 
urchasing  and  renovating  the 
hiding  into  a  commercial  property. 

Why  GE  Credit?  Munigle's  reason: 
E  Credit  was  able  to  understand 
lr  needs  better  than  most  institu- 
onal  lenders  in  the  country,  and  was 
lore  innovative  and  creative." 

O  ur  financing  included  a  unique 
"bow  tie"  deal.  DRC  pays  a  fixed 
payment  though  the  total  inter- 
est rate  floats  with  prime.  De- 
ferred interest  can  he  repaid  at 
the  loan's  maturity. 

OTE:  If  you  have  never  heard  of  a 
>ow  tie,"  the  door  is  always  open  at 
E  Credit  to  talk.  After  all,  we  practi- 
ally  wrote  the  book  on  bow  ties- 
rid  other  innovations  in  real  estate 
nancing. 


2. 


How  (IE  Credit  helped 
Power  Systems  make  cold 
cash  out  of  hot  ai  r 


WHEN  GE  CREDIT  first 
,  scouted  Power  Systems, 
the  small  Texas 


company  proposed  to  design,  build, 
and  operate  a  plant  that  would  recov- 
er waste  heat  generated  by  a  supplier 
of  calcined  coke.  Calcined  coke  is  a  pe- 
troleum refinery  by-product  essen- 
tial to  the  production  of  aluminum. 

Power  Systems  would  convert  the 
heat  energy  (equivalent  to  some 
2,000  barrels  of  oil  a  day)  into  steam 
and  sell  it  to  a  major  oil  refinery,  a 
large  user  of  steam. 

As  a  bonus,  Power  Systems  would 
generate  enough  electricity  to  run  its 
own  heat  recovery  systems.  Surplus 
would  be  sold  to  a  local  utility. 

If  GE  Credit  had  rated  Power  Sys- 
tems on  the  basis  of  its  credit  worthi- 
ness—the traditional  banking  mea- 
surement—their balance  sheet  could 
not  have  justified  the  amount  of 
credit  necessary  to  build  the  plant. 

But  GE  Credit's  reputation  has 
not  been  made  within  the  narrow 
halls  of  orthodoxy. 

We  did  more  than  analyze  Power 
Systems'  ability  to  repay  the  loan;  we 
asked  how  well  the  project  would  do 
based  on  its  long-term  contracts. 

Was  their  technology  sound  and 
dependable?  Yes. 

Would  their  pricing  structure 
provide  sufficient  cash  flow  to  cover 
lease  payments,  even  in  light  of  oil 
and  natural  gas  prices?  Yes. 

Would  long-term  demand  for  alu- 
minum survive  the  industry's  cur- 
rent difficulties  due  to  the  worldwide 
recession?  Yes. 

Was  an  acceptable  substitute  for 
calcined  coke  in  the  aluminum  elec- 
trolytic process  likely  to  be  discov- 
ered? No. 

Satisfied,  GE  Credit  created  this 
package: 

1.  A  two-year  $60  million  loan  to 
finance  construction  of  a  plant  for 
Power  Systems. 

2.  Upon  completion,  the  loan,  plus 
accrued  interest,  will  be  capitalized 
and  converted  to  a  10-year  guideline 
lease. 

A  $70  million  package,  in  all,  for  a 
small  company  (at  the  moment)  with 
a  blockbuster  of  an  idea. 

What  more  could  any  lender  ask? 


a 


Defying  recession, 
GE  Credit  helps  U.S.  Lines 

take  the  plunge  into 
super  container  shipping 

UNITED  STATES  LINES  is  one  of  the 
oldest  U.S.  flag  ocean  carriers.  Its  ori- 
gins date  back  to  1893.  The  company, 
having  gotten  out  of  the  passenger 
business  in  1969,  wanted  to  modern- 
ize its  fleet  by  building  container 
ships  so  large  and  efficient  that  each 
one  could  carry  cargo  equivalent  to  a 
20-mile-long  freight  train. 


Cons  ider  th  e  follo  wing  fact  ors,  as 
GE  Credit  did,  for  not  helping  U.S. 
Lines  finance  the  building  of  the 
ships. 

As  with  many  other  industries,  there 
is  a  worldwide  recession  in  ocean 
shipping. 

Large  ships  belonging  to  many 
other  shipping  companies  are  laid 
up,  idling,  rusting,  useless  to  ship 
pers  and  backers. 

The  choice  Asia  route  market  is 
dominated  by  foreign  shipping. 

Bottom  line:  GE  Credit  helped  ar- 
range a  financial  package  when 
many  other  institutions  probably 
would  not  have. 

GE  Credit's  shipping  experts  went 
the  extra  knot  and  scoured  the  sea 
for  pos  itive  factors. 

As  much  as  two-thirds  of  the  Pa- 
cific basin— and  the  remainder  of  the 
seas  for  that  matter — were  up  for 
grabs  if  the  carrier  was  creative  and 
aggressive.  GE  Credit  believed  U.S. 
Lines  was  both. 

To  begin  with  they  had  an  ex- 
traordinary idea:  their  new  Econ- 
ships,  the  super  container  vessels, 
would  sail  eastward  around  the 
world  in  a  continuous  string.  Each 
ship  would  make  predetermined 
calls  at  12  ports,  calling  at  each  port 
one  week  after  the  last  ship  had 
departed. 

This  would  virtually  eliminate 
the  problem  of  light  freight  back- 
haul. 

We  were  impressed  that  the  com- 
pany had  an  efficient  land  link  be- 
tween its  customers  and  shipping 
ports  worldwide — the  carrier  owns  or 
controls  28,000  containers  and 
12,000  chassis. 

GE  Credit  approved  a  $57  million 
subordinated  loan  for  U.S.  Lines. 

To  find  out  how  we  can  create 
money  for  your  business,  mail  the 
coupon  below  for  our  information 
kit.  Or  call  800-243  2222. 


Marketing  Programs  Operation 
General  Electric  Credit  Corp. 
260  Long  Ridge  Road, 
Stamford,  Connecticut  06902 

Please  send  me  your  information  kit  de- 
scribing additional  financial  packages 
and  a  "Guide  Through  the  Leasing  Maze." 

NAME  


COMPANY- 
ADDRESS- 
CITY  


STATE- 


-ZIP- 


General 
Electric 
Credit 

CORPORATION 

F032486  | 

Creating  Money  For  Business 
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Public  Sector  Leasing:  A  Leasing  Charge  Card 


As  a  result  of  the  growing  role  of  municipal  leasing,  the 
governments  of  Winston-Salem,  N.C.,  Fresno  and  Los 
Angeles,  Calif.,  and  the  state  of  Kansas  are  among 
those  that  have  arranged  "master  leases,"  which  work 
something  like  a  line  of  credit  or  a  charge  card.  The 
governments  entered  into  agreements  permitting  them 
to  keep  leasing  equipment  up  to  a  predetermined  value 
all  under  the  same  leasing  agreement.  This  alleviates 
the  need  to  negotiate  a  new  lease  contract  every  time 
the  government  unit  wants  to  acquire  additional  equip- 
ment. Master  leases  enable  governments  to  save 
money  because  of  the  economies  of  scale  in  adminis- 
tration and  financing  costs. 

In  addition  to  state  and  local  governments,  the  fed- 
eral government  has  also  used  leasing.  Last  year,  for 
example,  the  Military  Sealift  Command  of  the  U.S. 
Navy  put  a  billion  dollars  worth  of  ships  in  service-but 
they're  not  owned  by  the  U.S.  government.  The  Depart- 
ment of  Defense  has  been  developing  a  network  of 
"prepositioning"  ships  that  would  be  stationed  far  from 
the  United  States  and  loaded  with  equipment  to  be 
used  in  the  event  that  there  was  a  need  for  the  rapid 


deployment  of  U.S.  troops.  "Three  years  ago,"  says 
Charles  J.  Hill,  a  senior  vice  president  of  Bankers  Trust 
Co.  in  New  York,  "they  decided  it  was  cheaper  for  them 
to  lease  and  charter  these  prepositioning  ships  rather 
than  own  them  outright." 

The  first  of  the  18  ships-13  freighters  and  five  tank- 
ers-were delivered  in  1984,  and  the  remainder  of  the 
$2.6  billion  package  was  launched  last  year.  The  own- 
ers of  the  ships  include  Philip  Morris,  Bank  of  New 
York,  United  Parcel  Service,  Baltimore  Gas  &  Electric, 
and  Bankers  Trust  Co.  The  companies  are  not  operat- 
ing their  own  navies,  Hill  emphasizes.  In  fact,  he  notes, 
"The  ships  are  manned  by  civilians,  not  naval  person- 
nel, and  operated  by  shipping  companies."  By  using 
leasing  to  reduce  their  costs,  Hill  says,  "The  Navy 
saved  the  taxpayers  an  enormous  amount  of  money." 

At  all  levels  of  government,  Peter  K.  Nevitt,  chairman 
of  the  BankAmeriLease  Companies,  says,  leasing 
helps  "convert  capital  expenses  into  operating 
expenses.  Thus,  it  can  help  public-sector  agencies 
obtain  the  equipment  they  need  to  maintain  and 
improve  their  services  while  living  within  the  financial 
constraints  they  face."  □ 


continued  from  page  6 
U.S.  market,  for  example,  it  has  leased 
planes  to  U.S.  companies,  which  have 
then  leased  them  back  to  an  Airbus 
subsidiary  incorporated  in  the  United 
States.  And  that  company  has  leased 
the  planes  to  the  airlines  that  actually 
use  them.  Rowan  of  Shearson  Lehman 
Brothers  explains  that  these  kinds  of 
complex  transactions  are  used  because 
neither  the  marginally  profitable  airlines 
nor  Airbus,  which  is  a  European  com- 
pany, can  use  the  tax  benefits  of  owner- 
ship. The  subleasing  structure  makes  it 
possible  to  transfer  these  tax  benefits  to 
industrial  companies  acting  as  lessors 
that  can  use  them,  thereby  reducing  the 
cost  of  the  aircraft  to  financially  pressed 
airlines. 


Growth  in  Volume 
and  Variety  


The  tremendous  growth  in  both  the 
volume  and  variety  of  leases  has  been 
made  possible  by  an  expansion  in  the 
number  of  lessors.  The  AAEL,  whose 
members  do  in  excess  of  95%  of  leas- 
ing volume,  has  nearly  950  members. 
And  AAEL  President  Fleming  says, 
"The  business  is  becoming  more  and 
more  competitive;  there's  no  question 
about  it "  Several  categories  of  new 
entrants  have  entered  leasing,  which 
was  originally  the  province  of  two 
groups:  the  independent  leasing  com- 
panies, which  really  started  the  indus- 


try, and  the  bank  holding  companies, 
which  became  involved  in  the  mid- 
1960s,  after  regulatory  changes  permit- 
ted them  to  participate.  These  two 
groups  were  joined  by  investment  bank- 
ing firms,  which  became  involved  in 
finding  the  debt  and  equity  participants 
in  leveraged  leases,  in  which  the  lessor 
uses  borrowed  funds  to  purchase 
the  equipment. 

However,  when  Congress  passed  the 
Economic  Recovery  Act  of  1981,  it 
sought  to  encourage  capital  investment 
by  permitting  tax-benefit  transfers.  This 
legislation  essentially  made  it  easy  for 
companies  to  sell  tax  benefits  they 
couldn't  use  through  a  lease-like  mech- 
anism. The  simple  tax  benefit  transfer 


When  It  Comes  To 
Small  Ticket  Leasing,  We  Deliver 
Service  All  Over  The  Map 

No  matter  where  you  are,  we've  set  up  shop  nearby  to  meet  your  leasing  needs  on  a 
local  level.  In  fact,  we  have  established  business  relationships  with  more  than  40,000  customers, 
manufacturers,  distributors  and  vendors  in  all  50  states.  This  has  contributed  to  our  80%  compounded 
growth  rate  over  the  past  ten  years. 

Were  EATON  Financial  Corporation.  And  today  we  are  the  nation's  number  one  small 
ticket  leasing  company— writing  leases  for  any  type  of  equipment  valued  between  $500-$50,000.  When 
it  comes  to  getting  answers,  we're  organized  to  respond  quickly.  For  example,  EATON  offices  have 
automated  computer  terminals  for  fast  turnaround  on  credit  approvals.  What's  more,  every  EATON 
representative  has  on-line  access  to  customer  files  for  an  instant  update  on  any  account. 

We've  become  number  one  because  of  our  commitment  to  quality  service.  Service  that 
makes  it  possible  for  lease  credit  approvals  to  be  made  quickly  and  efficiently  at  the  local  level.  Service 
that  offers  the  resources  of  a  nationwide  computer  network.  And  personalized  service  without  red  tape. 

To  find  out  how  we  can  help  you  set  up  the  best  lease  agreements  for  your  customers, 
call  or  write  Mike  Berke,  Vice  President,  Marketing,  at  our  national  headquarters:  27  Hollis  Street, 
PO.  Box  71,  South  Station,  Framingham,  MA  01701.  (617)  620-0099.  You  can  also  contact  the  local 
Eaton  office  in  your  area  by  dialing  1-800  EATONCO. 

Vendor,  Private  Label ,  Manufacturer  and  National  Accounts  Programs  are  available. 

EATON  FINANCIAL  CORPORATION 

«     V        AND  SUBSIDIARY.  THE  LEASE  FACTOR.  INC. 

WE'RE  NUMBER  ONE  IN  SMALL  TICKET  LEASING 
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provision  was  repealed  a  year  later,  but 
it  served  to  introduce  many  industrial 
corporations  to  leasing. 

Such  companies  as  Anheuser  Busch, 
Beatrice,  General  Foods,  General  Mills, 
Olin  Corp.,  United  Technologies  and 
Philip  Morris  are  among  those  that  have 
tried  leasing  and  liked  it.  Says  Hill  of 
Bankers  Trust:  "As  with  any  new  invest- 
ment vehicle,  you've  got  to  have  a 
couple  of  people  try  it  and  be  success- 
ful. They  talk  to  someone  else  in 
another  corporation  and  say,  'Have  you 
tried  leveraged  leasing?  No,  well  you 
ought  to.'  It's  a  little  bit  of  follow-the- 
leader.  But  many  companies  are  setting 
up  finance  companies,  and  leasing  is  a 
very  prominent  activity." 

Comora  of  Commercial  Union 
agrees:  "More  players  are  coming  in, 
slowly  but  surely."  For  example,  many 
utilities  don't  have  a  lot  of  construction 
going  on,  and  they  have  income  to  shel- 
ter, so  they've  become  increasingly 
involved  in  equipment  leasing.  And  it's 
not  just  electric  companies.  Many  of  the 
nation's  telephone  operating  companies 
are  also  deeply  involved  in  leasing. 
Ameritech  Credit  Corp.,  a  subsidiary 
of  Ameritech  in  Chicago,  is  one  of  sev- 
eral leasing  subsidiaries  set  up  by  the 
former  Bell  System  operating  compan- 
ies. Moreover,  Bell  Atlantic  purchased 


TriContinental  Leasing  while  Bell  South 
formed  a  joint  venture  with  Citicorp 
Industrial  Credit,  and  US  West  has  pur- 
chased Commercial  Funding  Inc. 


There  has  been 
growing  foreign  interest 
in  leasing,  with  the 
Japanese  being 
particularly  active. 


As  industrials  and  utilities  have 
eagerly  become  lessors,  Comora  notes, 
"There  are  some  companies  who  have 
staffed  up  to  do  this,  and  there  are 
others  who  have  said,  'Rather  than  staff 
up,  I'll  get  somebody  to  do  the  busi- 
ness.'" Commercial  Union  responded 
by  joining  forces  with  Shearson 
Lehman  Brothers  in  late  1983.  Says 
Comora,  "Doing  leveraged  leases 
requires  expertise,  like  buying  stocks 
or  running  pension  funds;  we  provide 
these  corporations  with  the  ability  to 
instantaneously  have  access  to  a  full- 
fledged,  professional  leasing  staff."  CU 
and  Shearson  jointly  arranged  to  lease 
more  than  a  billion  dollars  worth  of 
equipment  in  each  of  their  first  two  years 
of  working  together  with  companies 
that  want  to  become  lessors. 

Central  and  Southwest  Corp.,  a  utili- 
ties holding  company  in  Dallas,  also 
wanted  to  become  a  lessor  without  com- 
mitting too  many  of  its  organizational 
resources.  So  it  chose  to  form  CSW 
Leasing,  a  leveraged-leasing  joint 
venture  with  Manufacturers  Hanover 
Leasing  Corp.  Manny  Hanny  provides 
the  expertise  and  administrative  serv- 
ices, while  Central  and  Southwest  has 
put  up  80%  of  the  capital. 

The  growing  involvement  of  industrial 
companies  as  lessors  has  had  a  visible 
impact  on  the  leasing  industry.  Comora 
says:  "Five  years  ago,  most  of  the  les- 
sors, other  than  GECC,  were  all  major 
commercial  banks.  In  many  transac- 
tions now,  most  of  the  lessors  are  indus- 
trial companies,  and  they  offer  lessees 
a  more  stable  tax  base  to  do  these 
financings  off  of.  I'm  not  sure  these 
large  deals  could  have  been  done 
if  these  corporate  investors  hadn't 
come  into  the  market  these  last  two 
or  three  years." 

This  suits  many  banks,  notes 
J.  Robert  A.  C.  Clement,  vice  president 
of  Citicorp  Industrial  Credit,  because  a 
number  of  banks  have  had  high  loan- 
loss  reserves,  lower  earnings  and  a 
diminished  appetite  for  acquiring  tax 
benefits.  So  instead  of  emphasizing 
participation  in  deals,  they  have 
assumed  a  new  role  as  broker-adviser 
on  major  equipment  financings. 

In  addition  to  corporations,  savings 
and  loan  associations  have  been  taking 


Westinghouse 

Credit 

Corporation 


Leasing  Division 


Our  leasing  team's  experience 
can  put  you  in  the  air,  on  the  road, 
or  in  production — fast. 

Whether  vour  business  could  profit  from  the  use  of  vehicles, 
aircraft,  plant  facilities,  or  any  irKXXTne-producing  equipment 
you  can  prof  from  the  kind  of  financing  WCCs  experienced 
leasing  specialists  can  provide.  Our  highest  commitment 
is  to  excellent  and  fast  service  in  every  fransaction. 

For  details,  call  (412)  393-3254,  or  write  Westinghouse 
Credit  Corporation,  Leasing  Division,  One  Oxford 
Centre,  Pittsburgh,  PA  15219. 


WE  CAN  HELP  YOU  DO  BUSINESS  A  WHOLE  NEW  WAY 


Leasing 
your 
mainframes 
and  peripherals  is 
a  great  way  to  match 
payments  and  terms  to 
cash  flow  and  P&L. 
But  when  you're  wary  of 
dealing  with  a  giant  like  Big 
Blue— and  who  isn't— you  need 
a  knowledgeable  guide. 
One  who  will  be  interested  in  your 
business  throughout  the  lease  term,  not 
just  at  the  beginning  of  it. 

Unilease.  We  lease  and  re-market 
IBM  computing  power— with  flexibility, 
imagination  and  innovation  no  giant 
can  match. 

For  the  full  story  on  Unilease,  send 
for  your  copy  of  "Everything  You  Need 
to  Know  about  Unilease." 
Or  call  Teresa  Chmurak,  (212)  265-1040. 


To:  Unilease  Computer  Corporation 
1370  Avenue  of  the  Americas 
New  York,  NY  10019 

I'd  like  more  information  on  Unilease. 


Name. 
Title_ 


Company. 
Street  


.State, 


.Zip. 


)  1986,  Unilease  Computer  Corporation 


^UNILEASE 

New  York  Orlando  Los  Angeles  London  Dusseldorf  Pans 
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Household  Commercial  Financial  Services 

CAPITAL  EQUIPMENT  DIVISION  ■  BUSINESS  EQUIPMENT  DIVISION  ' 

Innovative  financing  to  meet  your  firm's 
most  challenging  demands,  including: 

■  Business  Equipment  & 
Manufacturer  Finance  Programs 

■  Leasing  &  Financing  of 
Capital  Equipment 

■  Real  Estate  Financing 

■  Specialty  Lending  &  Investments 

■  Joint  Venture  Leasing 

We're  a  leader  in  the  leasing  industry  and  backed 
by  Household  International,  one  of  the  nations 
largest  corporations. 

Household  Commercial  !•  inam-iiil  Services  a  household  

INTERNATIONAL  COMPANY 

2700  Sanders  Road  f^f^m. 
Prospect  Heights,  IL  60070 
312.564.5000 


advantage  of  new  regulatory  freedom, 
permitting  them  to  invest  up  to  10%  of 
their  assets  in  commercial  leases. 


Growing  Foreign  Interest 

There  has  also  been  growing  foreign 
interest  in  leasing,  with  the  Japanese 
being  particularly  active.  Japanese 
banks  have  acquired  the  leasing  opera- 
tions of  Walter  Heller  and  Continental 
Illinois,  and,  in  early  1986,  Nomura 
Securities  bought  a  sizable  interest 
in  Babcock  &  Brown.  Amembal  of 
Amembal  &  Isom  adds,  "Whereas  the 
automobile  industry,  the  steel  industry 
and  other  tangible  products  have 
already  been  affected  by  foreign  corn- 
petition,  we  believe  that  leasing  is  going 
to  see  that  on  an  increasing  basis." 

Says  Citicorp's  Clement:  "I  think  one 
of  the  interesting  things  right  now  is  that 
everybody's  a  player.  We've  had  periods 
where  the  banks  in  particular  were  out 
of  the  market.  Now  almost  everybody 
has  taken  a  few  deals  these  days."  Jim 
Focareta  of  Westinghouse  Credit  Corp. 
adds,  "There's  plenty  of  competition  in 
the  marketplace,  so  everyone  is  sharp- 
ening their  pencils,"  and  lease  rates 
have  been  falling. 

Another  result  of  this  growing  compe- 


tition, says  Granat  of  Sussex  Leasing, 
"is  that  we're  seeing  the  emergence  of 
more  specialization  in  the  leasing  indus- 
try." First  Equipment  Leasing  Corp.  of 


Needham,  Mass.,  specializes  in  leasing 
health-club  equipment,  for  example, 
while  Parker  North  American  leases 
20%  of  the  ATMs  in  the  United  States. 
Unilease  focuses  on  computers.  Othersl 
specialize  in  certain  transaction  sizes. 
Eaton  Financial,  for  example,  is  a  smalli 
ticket  lessor,  according  to  Gass.  At  Johni 
Hancock  Leasing,  Miller  says,  "We 
essentially  look  at  the  middle  market- 
companies  with  sales  of  approximately 
$10  million  to  $100  million-and  we  try  to 
stay  away  from  the  larger  cities.  So  our 
transactions  fall  in  the  hundreds  of 
thousands  of  dollars  most  often,  prob- 
ably up  to  about  $2  million  or  $3  million. 
And  we  have  a  concentration  of  about 
20%  in  agriculture  because  of  Han- 
cock's big  involvement  in  that  area." 


Intensified  Competition 

The  leasing  industry  has  thrived  despite 
the  stiff  competition  because  compan- 
ies have  been  competing  amid  a  rapidly 
expanding  volume  of  business.  But  nowi 
the  big  question  for  some  is  what  will 
happen  to  leasing  if  Congress  changes 
the  federal  tax  laws.  If  Congress  were  to 
eliminate  the  investment  tax  credit,  slow 
the  pace  of  depreciation  and  impose  a 
minimum  tax  on  corporations,  the  leas- 
ing industry  would  clearly  be  affected. 
But  the  impact  would  only  affect  certain 
parts  of  the  industry.  "This  will  probably 
shake  out  some  of  the  industrial  com- 
panies that  have  gotten  into  leasing  for 
tax-deferral  reasons,"  says  Spain  of 
MetLife  Capital  Credit  Corp. 

But  beyond  that,  adds  Shevillo  of 
CMI,  "Many  of  the  people  who  lease 
will  continue  to  lease,  and  people  who 


Although  a  portion  of 
the  industry  is  involved 
in  transferring  tax 
benefits,  a  substantial 
number  of  transactions 
have  nothing  to  do 
with  taxes. 


bought  before  will  continue  to  buy." 
Although  a  portion  of  the  industry  is 
involved  in  transferring  tax  benefits,  he 
notes,  a  substantial  number  of  transac- 
tions have  nothing  to  do  with  taxes.  "A 
lot  of  end  users  feel  strongly  that  they 
don't  want  to  own  equipment  from  the 
standpoint  of  obsolescence;  they'd 
rather  lease  it  than  own  it,"  Shevillo  says 
Indeed,  there  are  some  who  think  the 
proposed  tax  changes  would  be  good 


STERLING  SERVICE. 


You  could  say  that  DCCs  success  is  a  sign  of  the  times. 
It  comes  from  increasing  expectations  ofwliat  kind  of  service 
a  leasing  and  financing  company  should  provide.  We  fulfill 
those  expectations  ivith  an  unmatched  commitment  to 
responding  creatively  to  our  customers  needs. 

Whether  you  require  a  small  ticket  vendor  program,  or  a 
substantial  lease  investment  trust,  Dana  Credit  Corporation  is 
prepared  to  excel  in  meeting  your  financial  needs.  We  bring 
you  a  full  range  of  financial  services  including: 


•  Vendor  Programs  •  Lease  Investment  ITusts 

•  National  Accounts  •  Portfolio  Acquisitions 

•  Single  Investor  Leases       •  National  Sales  Force 

•  Leveraged  Leases  •  [Partnerships 

•  Joint  Ventures 

As  part  of  Dana  Corporation,  we  have  the  financial  strength 
and  resources  to  handle  your  most  complex  leasing  and 
financing  needs.  That's  what  makes  our  service  so 
responsive,  and  our  client  list  so  impressive. 
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con  tlx  lives 


NOW 

When  the  moment  comes,  tl 
facts  speak  for  themselves. 
70%%%%  of  all  equipment  is 
leased.  Yet,  leasing  high- 
technology  equipment  can 
be  quite  volatile.  That's 
why  you  go  with  an  expert. 
Phoenix  pioneered  high 
technology  leasing  14  years 
ago  and  now  manages  $700 
million  in  equipment,  with 
$400  million  in  capital  raiseo 
Facts  like  these  could  affect 
your  company's  future  for 
the  better.  Starting  now. 
PHOENIX  LEASING 
800-226-2727 
800-772-4021  CA 


Venture/Lease 


Cable/Lease 


Medical/ Lease 


Third  Party  Leasing 


From  out  of  the  west  comes 
Financial  Services,  too! 


Surprised?  US  WEST  Financial  Services  is  a  part  of  the  same  US 
WEST  known  for  diversified  telecommunications.  And,  in  addition 
to  financing  for  our  affiliates,  we  also  have  money  for  companies  like 
yours  —  through  several  asset-based  lending  programs. 

•  Capital  equipment  leasing  •  Sales  financing 

•  Vendor  programs  •  Joint  Ventures  •  Commercial  financing 

•  Syndications  •  Major  project  backing 

So,  if  your  growth  plans  need  a  financial  leg  up,  stick  your  boot 
in  our  stirrup. 

OFFICES  IN  NEW  YORK,  TAMPA,  KANSAS  CITY, 
DENVER,  SEATTLE,  LOS  ANGELES,  AND  SAN  FRANCISCO. 


LifiUVEST 

FINANCIAL 
SERVICES 

and 

U  S  WEST  CAPITAL  CORPORATION 


Headquarters,  Englewood,  CO 
(303)  773-2363 


ADVERTISEMENT  22 


Leasing  companies 
know  where  to 
find  buyers  of  used 
equipment  and 
technology  that  may 
be  outmoded  elsewhere 
but  is  just  right  for 
the  needs  of  other 
organizations. 


for  the  industry.  For  example,  Eaton 
Financial  Corp.'s  Gass  argues  that  if 
someone  is  leasing  Boeing  747s, 
changes  in  the  investment  tax  credit 
"may  be  a  problem  for  some  lessors, 
but  for  us,  it's  very  definitely  a  boon.  It 
may  actually  help  small-ticket  leasing 
and  the  leasing  industry  in  general." 
Gass  says  that  he's  not  worried  "if  the 
ITC  goes  away  because  that's  never 
really  been  an  issue  in  our  segment  of 
the  market."  He  adds,  "Our  average 
leasing  term  is  three  years,  and  they're 
full-payout  leases,"  which  means  the 
leasing  payments  cover  the  entire  cost 
of  the  equipment.  "In  effect,"  Gass 
explains,  "the  equipment  is  being 
written  off  over  a  period  of  three  years, 
so  if  the  depreciation  guidelines  are 
extended,  customers  are  more  apt  to 
lease  in  order  to  accelerate  their 
cost  recovery." 

American  Equipment  Leasing's 
Haberberger  notes,  "In  the  mid-1960s, 
there  was  a  period  of  time  when  the  ITC 
was  removed,  and  the  industry  enjoyed 
good  growth."  And  Miller  of  John  Han- 
cock Leasing  says,  "Let's  say  the  ITC 
does  in  fact  disappear  from  the  scene. 
We're  still  going  to  have  a  tax-oriented  . 
lease  that  has  depreciation  as  a  major  *■ 
component."  But  beyond  that,  he  adds, 
"I  believe  we  will  see  more  of  what  we  r 
call  asset-management  plays"-trans-  \ 
actions  predicated  on  the  lessor's  ability 
to  successfully  remarket  the  equipment 
after  the  end  of  the  leasing  term. 

Constantin  of  Phoenix  America  fore- 
sees an  increase  in  operating  leases, 
which  are  not  full-payout  leases;  that 
means  the  payments  to  the  lessor  do 
not  cover  the  cost  of  acquiring  the 
equipment.  Instead,  explains  Leggett  of 
the  Mellon  Financial  Services  Group, 
"The  lessor  expects  revenues  from  two 
sources-the  lease  payments  and  a  gain 

iisposition  of  the  assets  at  the 
end  of  the  lease.  The  residual  value 

nes  a  much  more  significant  com- 
ponent of  the  transaction." 


"In  such  cases,"  adds  Haberberger, 
"the  lessor  is  betting  that  his  superior 
knowledge  of  equipment  and  markets 
will  enable  him  to  profit  from  the  sum  of 
the  lease  payments  plus  what  can  be 
earned  by  reselling  the  used  equip- 
ment." The  leasing  company  is  willing  to 
provide  the  equipment  on  a  lease  for 
less  than  the  full  cost  of  the  equipment 
because  it  expects  to  earn  part  of  its 
return  when  the  equipment  comes  off 
lease  and  there  is  an  opportunity  to 
remarket  it.  The  lessee  obtains  lower 
out-of-pocket  costs  in  return  for  giving 
up  that  remarketing  opportunity.  But 
that's  an  easy  trade  for  most  companies 


since  they  typically  don't  have  or  want 
the  expertise  needed  to  find  a  buyer  for 
their  used  equipment.  As  Charles 
Wagner,  a  technical  consultant  involvedl 
in  leasing  computers  for  Chicago-baseo 
Amoco  Corp.,  puts  it,  "We're  in  the  oil 
business;  we're  not  in  the  business  of 
remarketing  computers." 

The  leasing  companies  are,  however. 
They  know  where  to  find  buyers  of  usedl 
equipment  and  technology  that  may  be 
outmoded  elsewhere  but  is  just  right  for 
the  needs  of  other  organizations.  That's 
why  Douglas  Young,  executive  vice 
president  of  Unilease  Computer  Corp., 
says,  "We  would  advocate  repealing  the 
investment  tax  credit  in  terms  of  our 
own  special  interests.  That  would  put  us 
in  a  business  we  want  to  be  in.  We  want: 
to  provide  services  to  the  end  user  and 
provide  the  remarketing  capability 
should  he  decide  to  get  out  of  the  lease 
early."  Just  as  Unilease  knows  how  to 
realize  the  value  of  used  computer 
equipment,  it  and  other  leasing  experts 
are  already  familiar  with  the  telecom- 
munications equipment  market,  even 
though  leased  telecommunications  sys- 
tems are  still  relatively  new.  "We've 
already  remarketed  a  number  of  used 
systems,"  says  Shevillo  of  CMI.  And  if 
anyone  can  sell  used  vehicles  at  a  good 
price,  it  should  be  General  Electric 
Credit  Corp.,  which  has  subsidiaries 
that  have  sold  thousands  of  cars  and 
trucks  and  scores  of  airplanes. 

Similarly,  Benjamin  Mann,  president 
of  Bison  Leasing  Co.  in  Cleveland, 
Ohio,  says,  "We're  in  the  aircraft  sales 
business  through  a  broker  affiliate,  so 
we're  familiar  with  the  various  kinds  of 
equipment  and  the  markets  for  them." 


IN  1985, 
WE  REPRESENTED 
EQUITY  INVESTORS  IN 
NEW  LEASE  FINANCINGS  FOR 
AUTOMOBILES 
AIRCRAFT 
RAILROAD  EQUIPMENT 
4DUSTRIAL  &  ENERGY-PRODUCING  FACILITIES 
AND  CORPORATE  REAL  ESTATE  PROPERTIES 


Our  second  consecutive  year 
in  excess  of  $1  billion. 


THE  LEHMAN/CU  LEASING  PROGRAM 


Shearson  Lehman  Brothers  Inc. 
American  Express  Tower,  NY,  NY.  10285 
(212)  298-2110 


Commercial  Union  Capital  Corporation 
115  East  57th  St.,  NY,  NY:  10022 
(212)  644^0920 


1986  Shearson  Lehman  Brothers  Inc. 
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The  day  after  the  tax  bill  passes,  people  are  still 
going  to  need  equipment.. .leasing  will  continue 
to  be  very  viable." 


- 


Taking  Residual  Risks  

Because  leasing  companies  are  willing 
to  take  into  account  the  residual  value, 


with  or  without  tax  benefits,  they're  an 
attractive  financing  alternative  for  many 
companies.  That's  why  Haberberger 
says,  "The  day  after  the  tax  bill  passes, 
people  are  still  going  to  need  equip- 


ment. There  are  obviously  several  alter- 
native ways  to  fund  it,  and  I  think  leas- 
ing will  continue  to  be  a  very  viable  one. 
I  think  one  reason  is  that  the  people 
in  the  industry  understand  equipment 
and  equipment  values."  He  adds, 
"They're  going  to  lease  after  the  tax  bill 
because  the  out-of-pocket  cost  is  lower 
because  the  leasing  company  is  taking 
a  position  on  the  residual." 

The  leasing  industry  is  ready  for 
such  a  shift.  Like  a  number  of  other 
companies,  John  Hancock  has 
responded  to  the  prospect  of  changes 
in  the  investment  tax  credit  by  restruc- 
turing its  portfolio.  In  1983,  90%  of  its 
business  involved  ITCs;  last  year  only 
10%  did. 

Constantin  says  that  if  changes  in 
the  tax  laws  prompt  the  leasing  indus- 
try to  emphasize  operating  leases, 
"there  will  not  be  as  many  players  will- 
ing to  take  the  residual  risks,  and  there 
may  be  a  diminution  of  some  leasing 
activity."  But  like  most  of  the  other 
experienced  participants  in  the  equip- 
ment leasing  industry,  he  expects  ieas 
ing  to  continue  providing  an  array  of 
benefits  to  businesses  that  have  to 
acquire  equipment  and  take  the 
trouble  to  find  the  most  cost-effective 
way  of  getting  it.  □ 


Harvey  Shapiro  is  a  writer  and 
consultant  in  New  York  City. 
He  has  written  for  The  New  York 
Times,  Institutional  Investor  and 
other  major  publications. 


Leasing  services 
from  Mellon: 

•  Lease  investments 

•  Lease  syndications 

•  Project  finance 

•  Lease  debt  and  discounting 


@  Mellon  Financial  Services 

Leasing  Group 

Pittsburgh  •  Philadelphia  •  Boston  •  Atlanta  •  Dallas  • 
San  Francisco  •  Chicago  •  New  York 


Design:  DeMartino/Schultz  Inc. 
Illustration:  Erick  DeMartino 
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outing  and  scheduling  system  can 
save  your  fleet  up  to  23%  or  more. 


%. That's  how  much  our  exclusive  RouteAssistsM 
stem  is  already  saving  a  major  automaker  in 
rts  distribution  costs.  Your  company  may  be 
le  to  save  even  more. 

In  the  hands  of  your  dispatchers,  Leaseway's 
luteAssist  program  puts  computer  power  to 
)rk  for  you.  The  day- by-day  routing  and  sched- 
ng  that  used  to  take  hours  by  hand  can  now  be 
me  more  effectively.  And  that  can  cut  your  costs. 

RouteAssist  is  a  proven,  computerized 
uting  and  scheduling  system  available  only  to 
lalifying  users  of  other  Leaseway  Transportation 
rvices. 

How  much  could  the  RouteAssist  program 
ve  your  fleet?  To  find  out,  call  1-800-428-0042. 
Ohio,  1-800-428-0028.  Or  mail  the  coupon  today. 

Leaseway  Transportation.  A  1.4 -billion  - 
)llar  family  of  companies  with  services  in  truck 
asing  and  rental,  maintenance,  personnel 

;  Leaseway  group  of  companies  includes:  Anchor  Motor  Freight,  Inc 
erminal  Corporation  •  Signal  Delivery  Service,  Inc 


leasing,  contract  carriage,  common  carriage,  dis- 
tribution center  services,  bulk  transport,  and 
logistics  consulting. 

Put  Leaseway's  innovation  to  work  for  you. 

|  1 

Leaseway  Transportation  Inquiry  Center.  PO  Box  6212,  Cleveland,  OH  44101 
|  Attention:  Mr  C  Mark  Jones,  Vice  President.  Marketing  and  Sales 
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Name 


Title 


Phone  Number 

Company   

Address   

City   


Slate 


-Zip 


FBS32486 


/£r  Leaseway 

™  Transportation 
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Two  things  you  can  count  on 
in  leveraged  leasing: 

Change*  And  Bankers  Trust* 


The  winds  of  change  have  blown  through 
the  leveraged  leasing  market  in  recent  years. 
Legislation . . .  regulations . . .  tax  considerations — the 
changes  have  kept  on  coming. 

For  the  creative,  this  kind  of  change  has  spelled 
opportunity.  At  Bankers  Trust,  we  have  responded  by 
developing  and  executing  the  most  innovative  leasing 
structures  for  our  clients. 

Our  expertise  is  widely  recognized  and  has 
resulted  in  our  assuming  a  leadership  role  in  this  highly 
competitive  business.  In  1985,  we  closed  leases  totaling  over 
$2.5  billion  in  equipment  value.  This  means  that  over  the 
past  three  years  we  have  led  the  big-ticket  leveraged  lease 
financing  market.  1985  was  also  notable  in  that  Bankers 
Trust  managed  the  largest  lease  equity  syndication  ever  done 
in  a  single  transaction. 

Our  skills  in  large  tax-oriented  transactions  span  a 
broad  range  of  markets,  extending  from  aircraft,  ships  and 
satellites  to  all  types  of  facilities.  Our  lease  financing 
professionals  possess  unsurpassed  market  knowledge,  based 
on  the  close  relationships  we  have  established  with  both 
lessees  and  lessors.  The  breadth  and  depth  of  our  experience 
have  earned  us  respect  as  advisors  to  all  parties  involved  in 
leveraged  leases. 

Whichever  way  the  wind  blows  in  leveraged  leasing, 
you  can  count  on  Bankers  Trust  to  remain  consistently 
innovative.  And  consistently  a  leader. 

□  Bankers  Trust  Company 

280  Park  Avenue,  New  York,  N.Y.  10017 


Skeet  Rymer  has  spent  the  last  20  years 
successfully  fending  off  corporate  suitors 
hf  Magic  Chef  Is  it  a  doomed  fight? 

Where  there's 
smoke... 


By  Howard  Gold 


agic  Chef  Corp.  Chairman 
S.B.  (Skeet)  Rymer  Jr.  leans 
back  from  his  battleship- 
!  gray  desk  overlooking  a  loading  dock 
in  rural  Tennessee  and  says:  "I  think 
lit's  ridiculous  the  extent  to  which  a 
lot  of  chief  executives  go  in  for  their 
'own  personal  aggrandizement." 

Obviously,  70-year-old  Skeet  Ry- 
mer is  not  among  them.  As  head  of 
one  of  the  U.S.'  five  remaining  full- 
line  home  appliance  manufacturers, 
Rymer  runs  a  $1.1  billion  (1985  sales) 
firm  that  does  not  even  provide  the 
boss  a  reserved  parking  place  at  its 
Cleveland,  Tenn.  headquarters.  In 
fact,  Magic  Chef  does  not  really  have 
a  corporate  headquarters  at  all,  since 
Skeet  and  the  company's  bare-bones 
corporate  staff  of  15  work  on  the  sec- 
ond floor  of  the  1 -million-square-foot 
factory  where  the  stoves  are  made. 

Frugality  and  independence  have 
been  part  of  the  Magic  Chef  way  of 
doing  business  ever  since  Rymer's  fa- 
ther, who  began  in  business  deliver- 
ing produce  by  covered  wagon,  found- 
ed the  firm  in  1916.  But  today,  though 
corporate  penny-pinching  still  is  very 
much  in  evidence,  the  continued  in- 
dependence of  the  firm  seems  more 
problematical.  Magic  Chef  faces  stiff 
competition  from  well-financed,  ag- 
gressive giants  that  menace  its  mar- 
kets and  make  long-term  survival 
more  difficult. 

Rymer  anticipated  the  problem  fac- 
ing Magic  Chef  as  long  ago  as  the  mid- 
1960s.  To  grow  rapidly  he  began  di- 
versifying his  product  line  from 
stoves  alone  to  a  broad  range  of  home 
and  commercial  appliances,  mostly 
through  acquisition.  In  1968  he 
bought  Gaffers  &  Sattler,  a  West 
Coast  manufacturer  of  ranges  and  air 
conditioners,  and  Dixie-Narco  Inc., 


Magic  Chef  Chairman  SB.  Ry  mer  Jr. 

"I  worry  every  day  about  survival." 

which  makes  vending  machines  (and 
now  accounts  for  26%  of  Magic 
Chef's  earnings  on  13%  of  sales).  An- 
other air-conditioning  company, 
Johnson  Corp.,  was  acquired  in  1971. 
The  biggest  deal  of  all  came  in  1979, 
when  Magic  Chef  paid  $68  million  to 
buy  Admiral  from  Rockwell  Corp. 
and  Norge  from  Fedders  Corp. 

The  acquisitions  swelled  Magic 
Chef's  debt-to-equity  ratio  to  115%, 
as  well  as  burdened  the  firm  with 
brands  that,  while  well  known,  had 
been  losing  market  share  for  years. 
How  did  Rymer  turn  them  around? 
He  invested  heavily  to  modernize  the 
newly  acquired  manufacturing  sites. 
Jazzy  features,  such  as  ice  cream  mak- 
ers and  wine  cooler  racks,  were  added 
to  top-of-the-line  refrigerators.  Next, 
he  pared  the  organization  and  sales 
forces  of  both  Admiral  and  Norge, 
while  giving  division  heads  free  man- 
agerial rein  to  meet  ambitious  sales 
targets  for  the  new  products.  Result? 
Magic  Chef's  earnings  rose  dramati- 
cally, from  31  cents  per  share  in  1980 
to  $5.55  last  year,  while  the  stock 
leaped  by  900%,  to  a  current  price  of 
about  $65  per  share. 


But  no  matter  how  good  a  job  a 
chief  executive  does  these  days,  he 
can't  take  independence  for  granted. 
Wall  Street  is  thick  with  takeover  art- 
ists, and  some  analysts  insist  that 
Magic  Chef,  recently  selling  at  nearly 
11  times  estimated  1986  earnings  of 
$6  per  share,  is  undervalued.  The 
most  vocal:  Charles  K.  Ryan  of  Mer- 
rill Lynch,  who  has  filed  report  after 
report  through  his  brokerage  firm's 
vast  retail  pipeline  touting  Magic 
Chef  as  a  takeover  candidate,  with  a 
breakup  value  near  $80  a  share. 

Rymer  insists  he  doesn't  know  of 
any  takeover  bids,  and  he  says  there's 
no  evidence  of  heavy  buying.  Also, 
with  the  stock  selling  at  more  than 
twice  book  value  of  $32,  he  doesn't 
think  it's  a  bargain.  But,  he  says,  "I 
worry  every  day  about  survival." 

He  should.  Magic  Chef  faces  brutal 
competition  from  the  likes  of  Raythe- 
on's Amana  division,  Whirlpool  and 
General  Electric's  Major  Appliance 
Group — the  latter  two  are  three  times 
its  size.  GE  introduced  a  line  of  gas 
ranges  in  1985,  a  big  threat  to  Magic 
Chef's  flagship  product  line.  Last  year 
Magic  Chef  joined  White  Consolidat- 
ed in  an  unsuccessful  lawsuit  against 
Whirlpool's  purchase  of  dishwasher 
manufacturer  Kitchen  Aid. 

GE  and  Whirlpool  are  pouring  hun- 
dreds of  millions  of  dollars  into  mak- 
ing their  factories  among  the  most 
efficient  in  the  world  (Forbes,  Apr.  8, 
1985).  Magic  Chef  is  an  efficient  pro- 
ducer already,  and  a  capital  invest- 
ment infusion  of  $30  million  in  new 
equipment  last  year  will  undoubtedly 
help  the  firm  stay  that  way — at  least 
in  the  short  term. 

Rymer  is  now  reaching  the  end  of  a 
career  that  began  almost  50  years  ago, 
when  he  joined  his  father's  company 
fresh  out  of  Georgia  Tech.  But  he  says 
he  is  not  committed  to  keeping  the 
company  in  the  family.  Admiral's 
John  Green,  51,  named  president  of 
the  company  last  fall,  may  have  the 
inside  track  as  successor. 

Yet  whoever  steps  in  may  ultimate- 
ly need  more  capital  than  can  be  inter- 
nally generated  or  even  raised  by  secu- 
rities offerings  to  keep  up  with  the 
giants.  Hence  the  potential  lure  of  a 
merger  or  even  takeover.  The  Rymer 
family's  22%  ownership  of  the  10  mil- 
lion outstanding  shares  won't  block 
any  prospective  buyout,  and,  besides, 
Rymer  has  vowed  not  to  stand  in  the 
way  of  a  good  offer.  "I'd  hate  to  see  it 
happen,"  he  says.  "But  we  are  a  public 
company,  and  I'd  have  to  consider  any 
bid  in  relation  to  the  shareholders." 

Even  for  Tennessee  mountain  folk, 
it  seems  that  independence  urn  go 
only  so  far.  ■ 
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First,  Comings  cookware  lost  market 
share  to  cheaper  imports.  Then  plastic- 
makers  stole  the  microwave  market.  Final- 
ly Corning  woke  up,  but  it  may  be . . . 

Too  little, 
too  late 


Four  from  Corning  Glass: 

,  top  left:  early  casseroles;  Visions,  introduced  in  1983;  Crown 
-v  im/  utensils;  and  Microwave  Plus,  which  has  lost  market  share. 


F\  or  generations  homemaker 
faithfully  bought  Corning  GlaS 
Works'  Pyrex  bowls,  its  famouj 
"little  blue  flower"  casserole  dishe 
and  its  Corelle  dinnerware.  The  bran 
loyalty  was  so  strong  that  those  whi 
ran  the  $1.7  billion  company  in  Coil 
ning,  N.Y.  thought  their  franchise  ii 
the  American  kitchen  would  neve! 
end.  They  were  wrong. 

After  13  years  of  consecutive  reve 
nue  gains  coupled  with  enviable  opei 
ating  profit  margins  as  high  as  20% 
Corning  Glass'  consumer  products  di| 
vision  began  showing  signs  of  disarra 
in  1982.  At  that  point  operating  profi 
margins  dropped  into  single  digits 
and  sales,  which  peaked  at  $429  mil 
lion  in  1981,  fell  13%,  to  $372  mil 
lion.  They  have  yet  to  recover.  At  tht 
same  time,  some  of  Coming's  mon 
aggressive-minded  competitors,  sucl 
as  Rubbermaid  and  Anchor  Hocking 
were  steadily  picking  up  additiona 
market  share. 

Coming  blundered  first  by  failing  tc 
see  the  powerful  consumer  appeal  o> 
low-cost,  but  not  necessarily  low 
quality,  imports  from  Japan  and  Tai 
wan.  Instead  of  spending  $20  for  a  16 
piece  set  of  Corelle  dinnerware,  val 
ue-minded  consumers  were  payinj 
$10  for  a  foreign-made  equivalent 
Many  of  the  imports  were  not  only  ; 
lot  less  expensive  but  also  more  styl 
ish.  Coming,  in  1982,  was  selling  Cor 
elle  products  that  had  been  designee 
in  the  early  1970s. 

Coming's  marketers  also  somehow 
managed  to  overlook  one  of  the  besi 
growth  segments  in  the  housewares 
industry — microwave  cookware.  Ir 
1980,  20%  of  all  U.S.  homes  had 
microwave  oven.  Today  one  home  in 
two  has  a  microwave,  prompting 
what  has  been  one  of  the  greatest 
boom  markets  for  cookware  manufac 
turers  in  decades.  Those  who  spotted 
the  trend  quickly  picked  off  sales 
gains  of  30%  to  40%  in  each  of  the 
last  four  years,  as  microwave  cook 
ware  sales  went  from  virtually  noth- 
ing to  $500  million  a  year. 

But  in  the  microwave  cookware 
wars,  Coming  has  been  badly 
scorched.  All  the  more  astounding, 
since  Coming's  products  are  suitable 
for  the  microwave  oven.  Coming  just 
didn't  get  around  to  telling  its  cus- 
tomers until  early  in  1985.  Worse 
still,  Coming  failed  to  introduce  a 
product  line  specifically  targeted  for 
microwave  users  until  the  first  quar- 
ter of  1985.  Remarkably,  that  line, 
Microwave  Plus,  actually  lost  some 
ground  over  the  year  to  the  aggressive 
plasticmakers. 
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Coming's  Edward  Fogarty 
"We're  at  war  on  two  levels. 


Failure  to  develop  its  own  micro- 
Iwave  plastics  business  has  cost  Cor- 
ning dearly  with  the  consumers. 
Lighter  and  less  breakable  than  glass, 
;  moderately  priced  and  usually  de- 
'signed   with    convenient  compart- 
ments for  cooking  several  foods  at  one 
itime,  sophisticated  kitchen  plastics 
lave  become  extremely  popular  in  re- 
icent  years. 

This  has  been  good  news  for  such 
consumer-minded  companies  as  An- 
chor Hocking  and  Nordic  Ware,  a  divi- 
sion of  Northland  Aluminum  Prod- 
ucts, Inc.,  both  of  which  reported  gains 
in  profitability  in  1985.  But  only  re- 
cently did  Corning  invest  in  plastics 
research  and  development,  and  the 
•  company  probably  won't  have  any 
plastics  cookware  products  in  the  mar- 
l  ketplace  for  at  least  two  more  years. 

Since  the  beginning  of  1983  Cor- 
'  ning  has  been  trying  to  turn  its  multi- 
faceted  marketing  fiasco  around.  It 
1  has  installed  Edward  Fogarty,  a  for- 
mer Playtex  and  Colgate-Palmolive 
executive,  as  senior  vice  president  in 
charge  of  consumer  products.  Corning 
has  hired  a  new  advertising  agency, 
D'Arcy  Masius  Benton  &  Bowles  Inc., 
which  has  quickly  turned  out  a  series 
of  spiffy  new  campaigns.  "Coming's 
management  realized  that  the  con- 
sumer division  needed  more  of  a  di- 
rect consumer  and  direct  marketing 
kind  of  approach,"  says  Fogarty.  No 
kidding.  Here  is  a  company  that  until 
1984  rarely  did  a  marketing  study, 
rarely  sampled  consumer  preferences 
and,  as  a  result,  was  in  the  dark  about 
its  own  market  share. 

In  the  last  two  years  Fogarty  has 
spent  $40  million  on  print  and  TV 
advertising,  up  from  about  $13  mil- 
lion in  the  two  years  before  that.  The 
new  theme,  "the  little  blue  flower  and 
a  whole  lot  more,"  has  been  aimed  at 
rejuvenating  brand  awareness.  Says 
Fogarty:  "We're  trying  to  reintroduce 
the  Coming  name  to  the  American 
people." 

On  the  product  side,  Fogarty  has 
redesigned  nearly  all  of  Coming's 


cookware  as  well  as  its  packaging.  He 
has  introduced  Crown  Coming,  a 
trim,  contemporary  collection  that 
includes  casseroles  and  colorful  flat- 
ware. There  have  been  some  promis- 
ing results,  too.  A  top-of-the-range, 
brown-tinted,  glass  cookware  line 
called  Visions  was  introduced  in  the 
U.S.  in  J983  and  tripled  its  market 
share  in  1985.  Corning  developed  that 
business  by  pushing  Visions'  suitabil- 
ity for  microwaves. 

"We're  at  war  on  two  levels — im- 
ports and  plastics,"  says  Fogarty.  The 
trouble  is  that  Corning  is  losing  the 
housewares  war  today.  Its  consumer 


products  sales,  about  25%  of  total  cor- 
porate revenues,  have  been  flat  for  the 
last  two  years,  and  operating  profits 
have  steadily  decreased  to  barely  1  %  of 
sales.  Corning  did  earn  a  total  of  about 
$133  million  in  1985,  but  most  of  that 
came  from  specialized  glass  materials 
such  as  laser  optic  fibers,  auto  head- 
lights and  TV  picture  tubes. 

Coming's  housewares  division 
turned  its  back  on  its  consumers  and 
on  product  trends  transforming  the 
industry.  Complacency  breeds  hard 
lessons,  the  clearest  of  which  is,  It  is 
far  easier  to  lose  market  share  than  to 
regain  it. 


Here's  to  you,  kid 

Having  quenched  the  nation's 
thirst  for  low-cal,  no-cal  and  no- 
caffeine  soft  drinks,  beverage  manu- 
facturers are  now  trying  to  develop 
more  sales  muscle  with  products  that 
contain  vitamins,  minerals  and  real 
fruit  juice. 

The  idea  is  to  capture  a  good  many 
of  the  folks  who  now  sneer  at  soft 
drinks  as  junk  food.  Americans  are 
downing  more  of  the  stuff  all  the  time 
(43  gallons  per  capita  in  1985,  com- 
pared with  37  gallons  in  1981,  accord- 
ing to  Beverage  World).  The  industry, 
of  course,  is  still  dissatisfied. 

After  Pepsi's  purchase  of  Seven-Up 
and  Coke's  grab  for  Dr  Pepper,  what's 
left  besides  more  mergers  and  acquisi- 
tions? Well,  you  could  put  fruit  juice 
or  vitamins  and  minerals  into  soft 
drinks,  call  them  "enriched"  and  con- 
vince consumers  that  somehow  these 
newfangled  sodas  are  better  for  them 
than  the  old.  At  least  six  companies 
have  rolled  out  or  announced  plans  for 
14  such  products  in  the  past  year. 

So,  joining  already  packed-to-burst- 
ing supermarket  soft  drink  shelves  are 
products  like  Slice  from  PepsiCo, 
Diet  Sunkist  Plus  from  Del  Monte, 
Diet  Squirt  Plus  from  SquirtCo  and 
Crush  with  Juice  from  Crush  Interna- 
tional. Then  there  are  the  Minute 
Maid  sodas  with  vitamins  C  and  B-6 
and  folic  acid  added,  and  Tab  with 
calcium  from  Cola-Cola,  among  other 
concoctions. 

The  lure  is  those  battalions  of  the 
health-minded  who  have  made  still 
and  sparkling  water  a  $900  million 
industry.  "We  think  we'll  draw  in 
people  who  don't  ordinarily  drink  soft 
drinks,"  says  Stuart  Ross,  a  spokes- 
man for  PepsiCo.  His  company,  so  far, 
seems  to  have  gotten  that  part  right. 
Its  lemon-lime  Slice  with  10%  juice 
hit  the  stores  last  May  and  has  already 
captured  a  1.5%  market  share.  The 
company  says  that  Slice  is  not,  to  any 


significant  extent,  cannibalizing  sales 
of  its  other  products. 

PepsiCo,  naturally,  is  delighted 
with  its  new  entry — Slice's  1.5%  mar- 
ket share  adds  up  to  sales  of  more 
than  $450  million.  The  Food  &  Drug 


Soda  pops  with  juice  or  vitamins 
For  non-soft-drink  drinkers. 

Administration  is  not  quite  so  im- 
pressed. "It's  misleading  to  the  con- 
sumer to  think  that  this  is  a  superior 
food  because  of  a  trivial  amount  of 
nutrient  added,"  sniffs  John  Vander- 
veen,  director  of  FDA's  division  of 
nutrition.  "The  few  pennies'  worth  of 
vitamins  are  designed  to  give  soft 
drinks  a  healthful  image,"  adds  Bon- 
nie Liebman,  director  of  nutrition  for 
the  Center  for  Science  in  the  Public 
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Interest.  "Actually  they  are  still  junk 

foods." 

The  sodamakers  field  such  com- 
plaints with  aplomb.  "We  don't  claim 
that  Slice  is  good  for  you,"  replies 
Ross  at  PepsiCo,  while  conceding  that 
"the  consumer  could  conceive  it  that 


way."  Certainly  the  public  could.  Af- 
ter all,  what  else  are  we  to  make  of  the 
hyper-healthy  male  and  female  hunks 
who  gambol  through  the  Slice  com- 
mercials, or  of  actress  Margot  Kid- 
der's pitch  for  Tab  offering  "straight 
talk"  about  the  importance  of  calci- 
um for  women? 

Until  recently,  the  few  soft  drinks 
enriched  with  vitamins  or  fruit  juice 
have  been  regional  products  that  had 


no  national  impact.  But  with  PepsiCl 
and  Coca-Cola  lumbering  into  thJ 
fray,  the  results  will  almost  certainl 
be  quite  different.  Revenues  fron 
what  the  trade  calls  "value-added 
soft  drinks  are  expected  to  hit  at  leasj 
$3  billion  by  1990,  about  10%  of  t| 
industry's  total.  Which  may  not  makj 
soda  drinkers  any  healthier  bu 
should  prove  quite  invigorating  fa 
the  soft  drink  companies. — fan  Parr 


Give  them  stormy  weather 


'eet  some  folks  who  have  decided 
,  there  is  profit  in  battling  a  300- 
pound  gorilla.  The  primate,  in  this 
case,  is  W.L.  Gore  &  Associates, 
which  has  spent  millions  successfully 
getting  rough-and-tumble  outdoor 
types  to  buy  running  suits,  shoes  and 
foul-weather  gear  made  with  light- 
weight, totally  waterproof  Gore-Tex, 
a  thin  membrane  of  Teflon  laminated 
onto  fabric.  W.L.  Gore  virtually  creat- 
ed the  $250  million  (retail  sales) 
waterproof/breathable  coatings  in- 
dustry about  a  decade  ago,  and  the 
company  now  has  a  hammerlock  on 
an  estimated  85%  of  its  sales. 

And  yet  there  are  at  least  five  com- 
panies convinced  it  is  worth  their 
while  to  compete  with  the  gorilla. 
Each  is  using  slightly  different  strate- 
gies as  it  tries  to  pick  off  pieces  of  a 
market  that  is  growing  at  a  modest 
10%  a  year  and  in  which  Gore-Tex  is 
as  well-known  a  household  name  as 
Scotch  tape  or  Kleenex.  A  couple  of 
these  upstarts  say  they  can  sell  their 
version  of  waterproof/breathable 
coatings  cheaper  and  still  make  an 
estimated  20%  to  25%  profit.  Anoth- 
er figures  the  big  guy  has  ignored  what 
may  one  day  become  lucrative  mar- 
kets, such  as  popular-priced  raincoats 
and  auto  seat  covers.  Still  another 
manufacturer  thinks  an  advertising 
blitz  is  the  answer.  And  a  couple  have 
the  temerity  to  insist  they  make  a 
better  material. 

Consider  Sympatex,  a  new  polyes- 
ter membrane  made  by  Enka  in  the 
Netherlands  and  laminated  at  Shaw- 
mut  Mills  in  West  Bridgewater,  Mass. 
John  Medford,  Enka's  marketing  man- 
ager, says  Sympatex  "has  a  real  selling 
advantage"  because  it  can  be  dry- 
cleaned.  Outdoor  gear  made  with 
Gore-Tex  usually  must  be  hand- 
washed. 

Then  there  are  the  other  price  cut- 
ters, such  as  Helly-Hansen,  U.S.,  an 
apparel  manufacturer  based  in  Red- 
mond, Wash.  It  sells  waterproof/ 
breathable  outdoor  wear  whose  coat- 
ing is  made  by  its  parent  company  in 
Norway.  The  process,  which  involves 


a  urethane  product,  differs  considera- 
bly from  Gore's.  Helly-Hansen  not 
only  manufactures  its  own  fabrics  but 
also  designs  and  distributes  its  own 
garments. 

"We  introduced  Helly-Tech  last 
fall,  and  did  about  $750,000  worth  of 
business,"  says  Dan  Hanson,  market- 
ing coordinator.  "Our  bestseller  was  a 
basic  warmup  suit  that  retailed  at 
about  $120;  a  Gore  product  would 
have  cost  $150  or  more.  By  eliminat- 
ing the  middleman,  we  can  offer  a 


Bion  II  urethane  product  with  space  il 
publications  like  Time  and  Sports  /l/us 
trated.  Although  J.  Nicholas  Hariri 
president,  contends  the  money  wall 
well  spent,  the  ads  appeared  before 
consumers  could  find  Bion  II  product 
on  retailers'  shelves  in  many  markets 
"History  will  show  that  the  key  t< 
this  business  is  first  educating  tht 
consumer,"  insists  Hahn  in  his  West 
port,  Conn,  offices.  "We  have  to  teacl 
them  what  our  product  can  do."  All 
though  Biotex  does  have  nearly  4J 
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comparable  product  at  a  more  com- 
petitive price."  Others  counting  on 
similar  pricing  strategies  include 
Toray  Industries,  a  Japanese  company 
whose  Entrant  product  is  sold  here  by 
C.  Itoh  &  Co.  (America),  and  Consol- 
tex,  a  Canadian  manufacturer  mar- 
keting a  material  called  Dermoflex. 

At  least  one  company  thought  a 
hefty  investment  in  advertising  was 
crucial.  Biotex  Industries,  a  subsidiary 
of  Thoratec  Laboratories  Corp.,  spent 
nearly  $1  million  between  July  and 
December  last  year  promoting  its 


accounts,  including  all-importam 
Sears,  it  remains  thinly  capitalized 
and  its  parent  company  is  up  for  sale. 

The  Gore-Tex  challengers  will  cer 
tainly  need  deep  pockets,  since  theii 
success  seems  to  depend  on  a  fairly 
grim  strategy.  Grab  a  little  busines; 
here,  grab  a  little  there,  hang  in  anc 
hope  the  gorilla  blunders.  The  deci- 
sion will  be  how  long  to  stay.  Even 
when  you  are  wearing  waterprool 
clothing,  you  have  to  know  when  tc 
come  in  out  of  the  rain. — J.A.T. 
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The  New 


Tandy  3000 


The  difference  is  power 
♦  ♦♦and  affordability* 


Introducing  the  Tandy  3000  per- 
sonal computer,  the  affordable  alter- 
native to  the  IBM®  PC/AT.  Here's  the 
power  you  need  to  manage  your 
business,  either  alone,  or  in  a 
multhfcer  system. 

Unmatched  compatibility 

The  Tandy  3000  uses  the  advanced 
MS-DOS  3.1  operating  system.  And 
since  the  Tandy  3000  is  compatible 
with  programs  designed  for  the 
PC/AT  as  well  as  the  PC/XT  it  cuts 
through  today's  software  confusion. 
Choose  from  literally  thousands  of 
powerful  applications. 

Power  to  share 

The  Tandy  3000  is  designed  to  use 
the  forthcoming  XENIX  5.0  multi- 
user operating  system.  Two  to  six 
people  in  an  office  can  share  the 


3000's  high  speed  and 
storage  simultaneously 
from  low-cost  data  terminals 
The  Tandy  3000  is  the  total 
solution  to  office  performance. 

High-performance  design 

The  Tandy  3000  (25-4001,  $2599) 
operates  at  twice  the  speed  of  the  in- 
dustry standard,  has  512K  of  main 
memory  (expandable  to  640K  on  the 
main  board),  a  high-capacity  floppy 
disk  drive,  a  serial/parallel  adapter 
and  ten  expansion  slots. 

Or  choose  the  Tandy  3000  HD 
(25-4010,  $3599)  with  a  built-in  20- 
megabyte  hard  disk  drive  for  fast  ac- 
cess to  volumes  of  data. 

The  Tandy  3000  has  the  power  to 
put  you  in  command!  Ask  for  a  dem- 
onstration at  your  nearest  Radio 
Shack  Computer  Center. 


Available  at  over  1200 
Radio  Shack  Computer  Centers  and  at 
participating  Radio  Shack  stores  and  dealers. 

Radio  /hack 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 

Send  me  a  Tandy  3000  brochure. 

Dept  86-A-532,  300  One  Tandy  Center 
Fort  Worth,  Texas  76102 


Address . 


Company . 
City  


State . 


.Z'P- 


Phone 


Prices  apply  at  Radio  Shack  Computer  Centers  and  at  participating  stores  and  dealers  Monitor  and  MS-DOS  sold  separately  IBM/Registered  TM  International  Business  Machines  Corp  MS  and  XENIX/TM  Microsoft  Corp 


Edited  by  Gail  Bronson 


Commercial  research  on  NASA's  shuttle? 
Sounds  great  in  theory,  but  do  companies 
actually  want  to  undertake  it? 

Mission 
irrelevant 


T|  he  National  Aeronautics  & 
Space  Administration  is  not 
without  friends  in  Washington 
and  elsewhere  as  it  seeks  to  get  its 
space  shuttle  program  back  on  the 
launching  pad  following  the  disaster 
that  ended  Challenger's  mission  in 
January.  But  few  of  its  proponents  are 
likely  to  be  corporate  researchers  and 
scientists. 


The  promise  of  commercially 
worthwhile  research  on  the  shuttle 
may  have  been  an  important  selling 
tool  for  NASA  officials  on  Capitol 
Hill,  but  the  notion  has  failed  to  catch 
hold  in  either  executive  suites  or  cor- 
porate research  labs.  Few  companies 
have  bothered  to  take  advantage  of  a 
shuttle  ride  since  Columbia  first  blast- 
ed off  five  years  ago.  And  few  seem 


inclined  to  do  so  anytime  soon,  fd 
reasons  that  have  nothing  to  do  witl 

safety. 

NASA  has  been  pushing  the  shuttlj 
program  forcefully  with  corporate  sci 
entists  for  the  past  two  years,  evei 
going  so  far  as  to  offer  free  space  oj 
various  flights.  But  only  two  compa 
nies,  McDonnell  Douglas  and  3M 
have  taken  the  agency  up  on  the  offei 
Both  firms  are  testing  equipment  anj 
processes  that  allow  them  to  manu 
facture  purer  crystals  and  pharmaceuj 
tical  ingredients  in  the  shuttle's  zerol 
gravity  environment.  The  two  compaj 
nies  have  used  just  a  fraction  of  th 
time  NASA  made  available  for  corpoj 
rate  experimentation  on  the  24  shut] 
tie  flights  to  date. 

Other  than  that,  a  corporate  mar) 
keting  effort  by  NASA  has  producet 
zip.  Sales  teams  from  independeni 
contractors  including  Grumman 
Corp.  and  the  American  Institute  oi 
Aeronautics  &  Astronautics  (AIAA] 
as  well  as  from  various  NASA  affilii 
ates,  have  called  on  hundreds  of  th| 
nation's  biggest  companies.  The] 
have  come  armed  with  movies  anij 
slide  shows  extolling  the  virtues  o( 
creating  materials  in  outer  space,  bu| 
mostly  the  audiences  have  yawned 
"Nobody's  on  fire  about  the  shuttle,' 
says  Thomas  Harford,  an  AIAA  con) 
sultant,  who  so  far  has  struck  out  ii 
nearly  all  his  meetings  with  160  com] 
panies  over  the  last  year. 


Louis  I  lemmerdinger,  space  commercialization  program  manager  for  Grumman,  in  a  space  lab  mock-up 
A  tough  sell, for  reasons  that  have  nothing  to  do  with  safety. 

 j 
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i  Scientists  hope  the  urea  crystals  grown  aboard  a  space  shuttle  (left)  may  yield  faster  computer  switches, 

and  the  polystyrene  spheres  made  in  space  (far  right)  may  improve  calibrations,  compared  with  spheres 
I  made  on  Earth  (center).  But  is  outer  space  the  only  place  to  conduct  such  research? 


Adds  James  Colby  Jr.,  Allied-Signal 
line's  senior  vice  president-technol- 
,iogy,  "NASA  representatives  keep  say- 
ing they  have  this  marvelous  machine 
(for  R&D  in  space,  and  wouldn't  you 
jlike  to  be  involved?  I  keep  answering, 
'Why  should  I?'  People  would've 
i  jumped  on  immediately  if  the  payoff 
<was  there." 

Most  companies  don't  buy  NASA's 
ipitch  about  the  cost  advantages  of  re- 
Isearch  and  production  under  weight- 
lless  conditions  on  the  shuttle.  Scien- 
tists reason  that  in  some  cases  they 
can  neutralize  the  effects  of  gravity  on 
Earth  more  cheaply.  A  few  research- 
ers insist  that  pure  crystals,  such  as 
gallium  arsenide,  for  use  in  semicon- 
ductor chips,  can  one  day  be  grown 
profitably  in  space.  But,  says  Colby  of 
Allied-Signal,  which  makes  alexan- 
drite crystals  for  laser  rods:  "We've 
been  able  to  outsmart  Mother  Nature 
to  get  some  perfect  crystals  grown  in  a 
gravity  system  here  on  Earth." 

Or  take  McDonnell  Douglas,  which 
is  working  to  develop  erythropoietin, 
a  substance  that  stimulates  red  blood 
cell  production.  The  material  can  be 
produced  aboard  the  shuttle  in  much 
larger  quantities  and  in  a  purer  form 
than  is  possible  on  Earth.  But  demand 
for  the  substance  is  limited,  and  John- 
son &  Johnson,  until  recently  the  de- 
fense contractor's  partner  in  develop- 
ing erythropoietin,  has  agreed  instead 
to  test  and  market  the  substance 
made  by  a  lower-cost  Earth-bound 
producer,  the  genetic  engineering 
firm  Amgen. 

Dan  Schneiderman,  manager  of 
commercial  space  applications  at  the 


Jet  Propulsion  Laboratory  in  Pasade- 
na, reports  an  indifference  to  the  shut- 
tle program  even  within  the  automo- 
bile industry,  the  largest  consumer  of 
industrial  materials  in  the  U.S. 
"Chrysler  was  more  interested  than 
Ford,"  says  Schneiderman.  "But  they 
were  more  concerned  about  near-term 
problems." 

Now  JPL  is  trying  to  woo  the  chem- 


ical industry,  but  is  backing  off  from 
promises  of  a  quick  payoff  to  any  re- 
search the  firms  may  undertake.  In- 
stead, JPL  would  like  companies  to 
join  in  basic  research  experiments  in 
catalysts  that  may  have  high  dollar 
returns  later.  "This  year  we're  going 
to  concentrate  on  developing  an  intel- 
ligent experiment  in  catalysts.  If  we 
cannot,  then  we'll  drop  it,"  Schnei- 

Sieve  Smith/Wheeler  Pictures 


Dan  Schneiderman  at  the  Jet  Propulsion  Laboratory  in  Pasadena,  Calif. 
No  more  promises  of  a  quick  payoff. 
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dcrman  says. 

That  may  be  exactly  what  happens. 
Du  Pont  and  others  review  the  space 
program  regularly  for  opportunities 
but  sec  none  on  the  horizon.  Richard 
Quisenberry,  director  of  Du  Pout's 
central  research,  says,  "NASA  is  con- 
vinced that  commercial  opportunities 
exist.  I  don't  agree." 

About  the  only  die-hard  advocates 
of  shuttle  research  are  NASA's  major 
contractors.  Grumman  built  the 
shuttle's  delta-shaped  wings  and  the 
training  aircraft  for  the  astronauts.  In 
addition,  for  the  last  two  years  Grum- 
man has  been  under  NASA  contract 
to  market  the  shuttle  to  commercial 
users.  Grumman  now  wants  to  help 
build  a  permanent  orbiting  space  sta- 
tion. Its  argument?  Building  such  a 
facility,  at  a  cost  of  at  least  $8  billion, 
will  provide  a  site  for  continuing  com- 
mercial research. 

"We  have  an  interest  in  building  a 
piece  of  the  space  station,"  concedes 
Louis  Hemmerdinger,  space  commer- 
cialization program  manager  for 
Grumman.  "We  feel  the  major  users 
will  be  commercial  entities.  We  want 
a  long-term,  stable  laboratory  in 
space."  McDonnell  Douglas  does,  too. 
It  has  reportedly  spent  $50  million  on 
its  shuttle  experiments  and  is 
now  competing  for  the  space 
station  design  contract. 

NASA  officials  insist  that 
what's  good  for  the  space  pro- 
gram is  good  for  corporate 
America.  "It's  in  the  national 
interest  that  U.S.  companies  be 
more  technically  advanced 
than  our  competitors  over- 
seas," says  the  Jet  Propulsion 
Lab's  Schneidcrman.  "We 
think  there's  real  value  out 
there,  and  we  want  commer- 
cial organizations  to  benefit." 

Corporate  scientists  counter 
that  NASA  officials  are  simply 
wishing  on  a  star.  NASA's  real 
motive  is  to  defend  its  budget 
to  Congress,  scientists  con- 
tend. "NASA  has  a  lot  of  mili- 
tary staff  and  they  don't  want 
to  be  considered  military," 
says  Allied-Signal's  Colby. 
"They  want  civilian  money,  so 
you  have  to  show  the  private 
sector  coming  in." 

But  so  far,  corporate  re- 
searchers seem  reluctant  to 
oblige. — G.B. 


The  U.S.  pharmaceutical  market  has  been  tough 
for  the  Japanese  to  crack.  So  why  are  drugmakl 
ers  leading  them  by  the  hand? 

Take  two  of  these 
and  call  Tokyo 
in  the  morning 


By  John  Heins 


Fl  irst,  color-television  makers 
took  it  on  the  chin  from  the  Japa- 
nese. Then  car  manufacturers.  Then 
semiconductor  companies.  Now,  it 
seems  that  U.S.  drugmakers  may  be 
next.  Offering  plenty  of  intelligent- 
sounding  reasons,  but  not  a  whole  lot 
of  historical  perspective,  the  U.S. 
pharmaceuticals  industry,  long  domi- 
nant in  the  U.S.,  is  actually  helping 
the  Japanese  gain  entry  into  the  $21 
billion-a-year  U.S.  prescription  drug 
market. 

What's  happening?  Japanese  firms 
are  cleverly  negotiating  joint  ventures 
with  U.S.  pharmaceutical  manufac- 


turers  to  produce  and  market  drugs  ir 
the  U.S.,  thereby  cracking  open  a  mar 
ket  that  they  have  had  no  real  success 
in  penetrating  until  now.  So  far  the 
deals  have  been  modest,  but  they  have 
the  look  of  harbingers. 

Take  SmithKline  Beckman  Corp.  ol 
Philadelphia,  which  has  teamed  uj] 
with  Japan's  Fujisawa  Pharmaceutica 
Co.  The  two  firms  are  in  the  process 
of  hiring  65  salesmen  and  training 
them  to  sell  Cefizox,  a  Fujisawa-de 
veloped  antibiotic.  Or  take  Abbot! 
Laboratories  of  Chicago,  which  has 
joined  forces  with  Takeda  Chemical 
Industries,  Ltd.  Together  they  have 
assembled  and  trained  a  U.S.  sales 
force  to  market  Lupron,  a  jointly  de 
veloped  prostate  cancer  treat 
ment.  Three  other  drugs,  de 
veloped  by  Takeda,  are  await 
ing  Food  &  Drug  Admimstra 
tion  approval. 

American      patent  drug 
houses  regard  these  deals  with 
potential  rivals  as  an  unavoid 
able  economic  fact,  since  re 
search  and  development  costs 
for  new  drugs  in  the  U.S.  are 
enormous,    often    taking  as 
much  as  $100  million  and 
decade  before   approvals  are 
granted  by  the  FDA.  Joint  ven 
tures  with  the  Japanese  are  a 
way  to  unload  some  of  these 
costs     and  simultaneously 
maintain  a  steady  stream  of 
new  products. 

"We've  had  to  realize  we 
can't  do  research  in  all  our  ar 
eas  of  interest  ourselves  any- 
more," says  Frank  Barnes,  Ab- 
bott Labs  vice  president  of  cor- 
porate licensing.  Abbott  hopes 
to  reap  some  of  the  benefits  of 
Takeda's  advanced  research  in 
antibiotic  drugs,  an  area  in 
which  Abbott  doesn't  current- 
ly have  a  strong  research  pro- 
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now  on  business 
a  different  light. 
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The  laser  1 
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)f  the  Canon  FAX-L910.  Because 
iow,  Canon's  laser  technology  gives 
he  FAX-L910  reproduction  quality  so 
xecise  and  clear,  it's  hard  to  imagine 
duality  that  actually  rivals  plain  paper  copies 

Now  you  can  even  send  detailed 
drawings,  fine  print  and  photographs  with 
;onfidence.  Over  ordinary  phone  lines. 
Documents  you'd  normally  entrust  to  ex- 
Densive  courier  services  or  overnight  mail. 
Fhe  Canon  FAX-L910  can  transmit  half- 
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tones  in  up  to  16  gradations  of  grey.  And 
on  its  Ultrafine  setting,  can  deliver  a  re- 
markable resolution  of  406x391  picture 
elements  per  inch.  Which  is  comparable  to 
what  a  plain  paper  copier  can  reproduce. 
In  fact,  the  L910  can  double  as  a  plain 
paper  copier. 

And  the  FAX-L910  is  fast.  It  can  trans- 
mit an  average  business  letter  in  as  little  as 
12  seconds*  And  it's  compatible  with  G2 
\V  and  most  North  American  6  minute  FM 
"^mts.  Add  to  that  features  like  auto-dialing 
mm  broadcast**  and  it's  clear  to  see.  With 
tnfcanon  FAX-L910,  business  will  never 
looWftt  facsimiles  in  the  same  light  again. 

•Based  SBilTT  No  1  'est  cha"  "Optional  with  expanded  memory" 

!  Canon  U. 'nine  ,  Facsimile  Division  i 

i  PO  Bo>  52Bfcfton  .New  Jersey  07015    1-600  OK  CANON 
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gram  of  its  own. 

Adding  to  the  woes  of  American 
companies  is  a  federal  law  enacted  in 
1984  that  makes  it  easier  for  generic 
competitors  to  gain  access  to  the  mar- 
ket once  a  brand  name  drug  loses  its 
patent  protection.  That  is  now 
squeezing  brand  name  manufacturers, 
which  are  finding  their  markets  being 
eroded  by  encroachments  from  gener- 
ics. Thus,  the  manufacturers  are  hav- 
ing to  increase  emphasis  on  expensive 
new  drug  development.  Moreover, 
U.S.  companies  can  no  longer  rely  on 
big  European  companies  like  West 
Germany's  Bayer  A.G.  and  Britain's 
Glaxo  Holdings  Pic.  for  licensed 
drugs,  since  most  European  firms  now 
have  their  own  sales  and  distribution 
networks  in  the  U.S. 

That  leaves  the  Japanese.  Once 
mere  manufacturing  copycats,  Japa- 
nese drug  producers,  spurred  on  by 
generous  government  incentives  for 
innovation,  have  become  a  major 
source  of  new  drug  research,  particu- 
larly in  the  areas  of  antibiotic  and 
cardiovascular  drugs. 

One  of  Pfizer  Inc.'s  leading  antibiot- 
ics, Cefobid,  the  second  biggest  sell- 
ing drug  to  the  U.S.  hospital  market 
last  year,  is  licensed  from  Japan's  To- 
yama  Chemical  Co.  Marion  Labora- 
tories' Cardizem,  a  heart  drug,  is  ex- 
pected to  produce  sales  of  $190  mil- 
lion for  Marion's  fiscal  year  ending  in 
June.  Cardizem  is  licensed  from  Osa- 
ka's Tanabe  Seiyaku  Co. 

Until  the  recent  spate  of  joint  ven- 
tures, Japanese  drugmakers  have  been 
confined  to  licensing  their  products 
through  U.S.  patent  houses.  For  one 
thing,  the  FDA  has  traditionally  been 
reluctant  to  accept  foreign  research. 
Moreover,  the  Japanese  have  found  it 
not  only  difficult  but  also  prohibitive- 
ly expensive  to  deploy  a  sales  force  in 
a  country  culturally  so  different  from 
their  own. 

But  joint  ventures  like  those  with 
Abbott  Labs  and  SmithKline  will  al- 
most certainly  supplant  many  licens- 
ing agreements  in  the  future.  Why? 
The  Japanese  stand  to  make  half  of  all 
profits  under  joint  marketing  agree- 
ments, whereas  they  usually  receive 
only  an  upfront  fee  and  perhaps  royal- 
ties of  2%  to  7%  on  the  sales  of  li- 
censed products.  "The  joint  venture 
could  end  up  being  the  business  of  the 
Japanese  company  in  the  U.S.,"  says 
icy  Williams,  SmithKline  vice 
ent  for  Japanese  business  devel- 
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Who  will  be  the  Toyota 
of  the  drug  industry? 

With  margins  squeezed  at  home,  Japan's  biggest  drug  firms  are 
stepping  up  their  presence  in  the  U.S. — with  the  eager  help  of 
their  American  counterparts. 

Japanese  company/ U.S.  company 

Japanese  drugs 

Status  in  U.S. 

Takeda  ChemicalM/;/;oM  Labs 

Lupron 

(prostate  cancer) 

joint  venture,  selling 
drug  currently 

Takeda  ChemicalMWjott  Labs 

3  compounds 
(2  antibiotics, 
1  sedative) 

joint  venture, 

FDA  reviewing  for  sale 

Sankyo/Squibb 

CS-514 

(reduces  cholesterol) 



licensed  to  Squibb, 

testing  in  humans  currently 

Sankyo/Upjobn 

cefmetazole 
(antibiotic) 

licensed  to  Upjohn, 
testing  in  humans  currently 

Fujisawa/SmilbKlbie  Beckman 

Cefizox 
(antibiotic) 

joint  venture,  selling 
drug  currently 

Tanabe  Seiyaku/iUancw  Labs 

Cardizem 
(angina) 

licensed  to  Marion, 
selling  drug  currently 

Tanabe  Seiyaku/.i/ancw  Lain 

TA-064 

(congestive  heart  failure) 

afloqualone 

(paralysis) 

aspoxicillin 

(antibiotic) 

TA-077 

(various  cancers) 

joint  venture, 
research  under  way 

opment.  "They  may  eventually  just 
buy  majority  control." 

Most  vulnerable  to  Japanese  assault 
are  those  companies  that  already  rely 
too  heavily  on  Japanese  research  for 
their  new  products.  Marion  Labs,  for 
example,  does  no  original  research 
and  gets  more  than  half  its  sales  from 
two  Japanese-licensed  drugs.  Also 
vulnerable  are  companies  that  skimp 
on  research  spending  to  boost  quarter- 
ly earnings  or  have  a  poor  current 
record  of  developing  their  own  new 
products,  such  as  Warner-Lambert 
and  Sterling  Drug. 

Japanese  drug  companies  want  the 
heftier  returns  because  their  own 
profit  margins  are  under  pressure 
back  home.  Since  1981  Japan's  auster- 
ity-minded government  has  cut  drug 
reimbursement  costs  to  doctors  and 
pharmacists  by  35%.  In  turn,  drug 
companies  have  been  compelled  to 
lower  their  wholesale  prices  to  hold 
market  share.  Result?  In  Fujisawa's 
case,  the  firm  has  seen  its  operating 
margin  decline  by  about  50%  over 
three  years. 

The  U.S.  market  looks  healthier. 
Despite  federal  efforts  to  constrain 
health  care  costs,  drug  sales  are  ex- 
pected to  continue  growing  at  double- 
digit  rates,  largely  as  a  result  of  an 
aging  population  and  new  drug  break- 
throughs. 


Such  pressures  mean  that  more; 
joint  ventures  lie  ahead.  "All  of  the 
large  Japanese  companies  are  going  tq 
[set  up  joint  venture  arrangements]," 
predicts  SmithKline's  Williams. 

Some  of  the  deals  already  taking 
shape  include  Eli  Lilly  &.  Co.'s  mar- 
keting agreement  with  Japan's  Ya- 
manouchi  Pharmaceutical  Co.,  giving 
Lilly  the  right  of  first  refusal  to  devel- 
op and  market  Yamanouchi  com- 
pounds in  North  America.  Marion 
Labs  is  conducting  research  with  Tan- 
abe Seiyaku  to  develop  four  new  Tan- 
abe compounds  to  sell  here  as  well.  In 
1985  several  Tanabe  executives  and 
research  scientists  moved  to  Kansas 
City,  Mo.  where  Marion  is  based,  for 
first-hand  involvement  in  the  project. 
Sankyo  Co.,  Japan's  second-largest 
drug  company,  recently  opened  an  of- 
fice in  New  York  City  and  is  said  to  be 
looking  for  a  partner. 

Right  now,  most  arrangements  pro- 
vide a  quid  pro  quo.  The  Japanese  get 
access  to  the  market,  their  U.S.  coun- 
terparts obtain  new  technologies  and 
drugs  they  might  otherwise  miss  out 
on.  But  if  history  is  any  guide,  the  day 
will  come  when  the  Japanese  will 
have  acquired  enough  marketing  sav- 
vy to  go  it  alone.  U.S.  drugmakers 
who  ignore  that  fact  are  asking  for 
trouble. 
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Aeritalia,  a  company  of  the  IRI  -  Finmeccanica  Group,  holds  the  foremost 
position  as  to  the  aerospace  field  in  Italy. 

14.600  people,  working  in  13  plants,  both  in  northern  and  southern  Italy, 
are  actually  looking  forward.  Future  is  their  business.  On  a  par  with  the 
world's  major  aerospace  companies,  Aeritalia  means  research,  design, 
development,  production,  as  well  as  overhaul,  modification  and 
maintenance  of  complete  flight  systems  and  big  space  and  aeronautical 
structures.  Furthermore,  participation  in  the  most  important  international 
space  programmes,  realization  of  electronic  and  avionic  systems,  of  RPVs 
and  of  alternative  energy  systems.  Look  forward  with  Aeritalia. 


N/AERITALIA 


IRI  finmeccanica 


^Htwi^Utll^Uyi^i'.^  Vjk  L 


socleta 
terospaziale 
italiana 


Ik 


5  4& 


Today,  everyone  faces  the  same  problem  with  information:  how  to  get  at  it. 

At  Boston  College,  Digital  is  the  solution.  As  Dr.  Frank  Campanella,  executive 
vice  president,  notes,  "Universities  are  in  the  information  business.  We  create  it,  store 
it  and,  most  of  all,  share  it.  The  beauty  of  Digital's  style  of  computing  is  how  easily  we 
can  do  all  that'.' 

Because  of  unique  communications  functions  built  into  Digital's  computers, 
B  C  has  linked  its  systems  together.  With  Digital's  service  and  support,  they  have 
created  a  vast  information  resource  that's  easily  accessible  to  students  and  faculty  all 


"The  computer  power  that 
makes  the  knowledge 
accumulated  at  Boston 
College  for  over  a  century 
available  in  seconds? 


across  the  campus.  "Information  is  in  one  place  and  can  be  accessed  from  any  place" 
says  Dr.  Campanella.  "Faculty  members  communicate  from  their  desks.  Students 
have  access  to  workstations  in  the  computer  center.  And  anyone  near  a  phone  can 
just  dial  in.  Already,  professors  are  developing  more  innovative  courses  and  the 
scope  of  student  research  has  greatly  expanded'.' 

Whatever  your  needs,  Digital  can  help  you  share  information.  To  get  your  competitive 
advantage  now,  write:  Digital  Equipment  Corporation,  200 
Baker  Avenue,  West  Concord,  Massachusetts  01742.  Or  call 
your  local  sales  office. 
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Personal  Affairs 


By  Mary  Kuntz 


Edited  by  William  G.  Flanagan 


Under  pressure  lately?  How  about  a  vaca- 
tion that  includes  lessons  on  handling 
stress?  It  could  even  be  tax-deductible. 

Sun,  surf 
and  stress 
management 


Dr.  William  Newman,  a  Boi 
ton-area  psychologist  wr 
numbers  harried  executivi 
among  his  patients,  had  a  brainstorrj 
Why  not  combine  training  in  strei 
management  with  vacation  trips  fa 
his  well-heeled  clients?  Thus  Strea1 
Management  Vacations  alternation, 
was  born  last  year.  It  organizes  cruise 
in  the  Caribbean,  ski  weekends  i 
Maine  and  sightseeing  trips  to  H 
waii,  all  combined  with  self-improvi 
ment  training.  The  sweetener:  Unc 
Sam  picks  up  a  chunk  of  the  tab.  Or  si 
says  the  company's  promotional  lite] 
ature.  More  on  that  later. 

On  his  trips,  Newman  provide 
three  hours  each  day  of  instruction  1 
his  stress  management  techniques 
including  breathing  exercises,  muscl 
relaxation  techniques  and  even  sales 
force  motivation.  In  between  th 
windsurfing  or  stem  christies,  New 
man  even  squeezes  in  private  consui 
tations  for  anyone  who's  still  stressei 
out.  In  the  evening  he's  likely  to  leat 
a  discussion  on  stress  as  the  grou] 
sips  cocktails  against  the  backdrop  a 
a  tropical  sunset. 

Of  course,  you  may  have  though 
that  a  sailboat  in  the  Caribbean  woul 
be  the  last  place  you  would  have  to 
worry  about  stress.  Not  so,  says  New 
man.  "Once  you  think  about  havinj 
to  go  home,  the  stress  always  begin 
to  build  up,  and  you're  not  able  tc 
maintain  the  relaxation  you  experi 
enced  on  your  vacation." 

But  the  real  relaxant  may  be  thai 
Uncle  Sam  underwrites  the  cost 
Newman  claims  that  if  your  doctoi 
will  attest  in  writing  to  the  therapeu 
tic  value  of  the  trip,  you  can  write  of) 
the  whole  thing  as  a  medical  expense 
Or  perhaps  a  business  deduction,  li 
you  think  you  can  prove  that  the  anti 
stress  techniques  make  you  better 
able  to  perform  your  job. 

Dennis  Bollier,  a  41 -year-old  Bos 
ton-area  real  estate  investor,  was  go 
ing  through  a  particularly  stressful  pe 
riod  last  June.  He  had  recently  been 
fired  from  his  job  as  a  supervisor  with 
Delta  Air  Lines  after  months  of  fric 
tion  and  was  in  the  midst  of  starting! 
his  .own  business.  Bollier  had  all  the 
classic  symptoms:  trouble  sleeping 
muscle  tension,  teeth  grinding.  He 
signed  up  for  the  four-day  Caribbean 
sailing  trip. 

He  attended  hourlong  sessions  eac  i 
morning  and  afternoon  on  how  to  rec 
ognize  stress  (look  for  muscle  tension 
headaches  and  forgetfulness)  and  how 
to  fight  it,  on  the  deck  of  the  Sharing 
N,  a  60-foot  schooner. 

Newman  says  his  vacation  therapy 
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i ;  much  more  effective  than  a  lunch- 
J  me  session  sandwiched  into  a  busy 
lay  at  the  office.  Taking  people  far 
jway  from  the  cares  of  the  world 
iiliakes  them  better  able  to  learn 
-Stress-fighting  skills  and  better  able  to 
Ipply  them  once  they're  back  home, 
f:  Bollier  believes  it.  "If  I  see  myself 
■leginning  to  get  stressed  out,  I  now 
jLave  a  series  of  exercises  I  can  go 
Ihrough  that  take  no  more  than  ten 
Ininutes  or  so  to  calm  myself  down 
|nd  eliminate  the  stress."  Bollier  has 
l  et  to  prepare  his  1985  tax  return,  but 
;ie  considers  the  trip  a  necessary  ther- 
py  and  plans  to  take  a  medical  deduc- 
iion  for  it. 

Richard  Durgan,  a  manager  with  a 
|  Cambridge,  Mass.  travel  agency, 
,vasn't  suffering  from  anything  more 
.  han  routine  job  fatigue.  For  him,  sail- 
,ng  the  Caribbean  with  Newman's 
.proup  was  a  chance  to  get  away  for  a 
lew  days,  to  learn  something  and  to 
bring  a  little  of  that  vacation  feeling 
pack  to  the  office  with  him.  "When  I 
;;ame  back  I  was  able  to  deal  better 
jtvith  stress  and  maintain  that  sense  of 
relaxation,"  says  Durgan.  "Usually, 
lyou  come  back  from  a  vacation  all 
irelaxed.  The  next  day  you  jump  back 
iinto  the  job,  and  by  the  end  of  the 
Jweek  you're  right  back  up  to  that 
same  level  of  stress  that  you  had  be- 
fore the  vacation." 

These  are  vacations  that  provide  a 
.sense  of  purpose,  but  make  no  mis- 
take about  it,  the  emphasis  is  on  rec- 
reation, relaxation  and  sightseeing. 
iMost  trips  revolve  around  some  sort 
of  sports  activity  like  sailing,  canoe- 
ing, rafting,  skiing  or  fishing.  Prices 
start  at  about  $  1 ,000  per  person  and  go 
up  to  $4,000,  and  include  food,  lodg- 
ing and  most  transportation.  The 
planned  destinations  for  1986  include 
a  vacation  spot  in  Bermuda,  a  remote 
cabin  in  Maine  accessible  only  by  sea- 
plane, a  white-water  raft  trip  in  Ore- 
gon and  a  cruise  through  the  fjords  of 
Norway. 

But  what  about  that  tax  deduction? 
If  you  sign  on  for  a  stress  management 
vacation  and  decide  to  write  off  the 
cost  as  either  a  medical  or  business 
deduction,  you  could  end  up  with  tax 
troubles,  despite  what  Newman  says. 
The  IRS  immediately  sees  a  red  flag 
when  you  spend  more  on  transporta- 
tion and  room  and  board  to  get  thera- 
py than  you  would  for  the  therapy 
itself.  And  trips  for  the  general  im- 
provement of  your  health,  even  when 
recommended  by  a  doctor,  are  not  de- 
ductible. "If  it  was  in  midtown  Man- 
hattan, that  might  be  a  little  more 
credible  than  the  Caribbean,"  says 
Randy  Blaustein,  an  accountant  with 
the  firm  of  Siegel,  Mendlowitz  &  Rich 


and  a  former  IRS  agent. 

Even  if  you  can  convince  an  IRS 
agent  that  your  Caribbean  getaway 
was  for  medicinal  purposes  only,  the 
deduction  might  not  do  any  good.  The 
first  5%  of  your  adjusted  gross  income 
is  subtracted  from  your  deductible 
medical  expenses.  If  you  have 
$100,000  of  income,  you  would  need 
$5,000  in  doctors'  bills  and  other  med- 
ical expenses  before  you  could  start 
lowering  your  tax  bill. 

A  business  deduction  would  be 
even  harder  to  prove.  In  order  to  de- 


By  Howard  Gold 

T|  here's  good  news  and  bad 
news  for  the  850,000  people 
who  bought  compact  disk  play- 
ers last  year.  The  good  news  is  that 
record  companies  will  produce  about 
1,500  new  CD  titles  this  year,  in  addi- 
tion to  the  5,000  already  available. 
The  bad  news  is  that  shortages  will 
continue.  And  prices  of  CDs  are  head- 
ing up  again. 

What's  the  problem?  Overnight 
success.  The  dozen  factories  in  the 
world  that  produce  the  disks  simply 
can't  handle  the  demand — in  any  cat- 
egory. For  instance,  Polygram  Records 
Inc.,  whose  London,  Philips  and  Deut- 
sche Grammophon  labels  account  for 
over  half  of  all  classical  CDs  sold  in 
the  U.S.,  has  its  huge  complex  in 
Hanover,  West  Germany  working 
around  the  clock  seven  days  a  week 
churning  out  4  million  disks  a 
month.  Monthly  orders  have  been 
running  about  6  million. 

So  shortages  may  be  a  fact  of  life  for 
quite  a  while — even  though  compan- 
ies are  rushing  to  open  new  factories. 
Meanwhile,  prices  are  rising  again. 
They  fell  from  $20  a  disk  just  two 
years  ago  to  as  low  as  $12  now,  but  are 
heading  back  up  as  manufacturers 


duct  a  trip,  you  need  to  show  it  was 
either  directly  related  to  your  busines 
or  was  an  "ordinary  and  necessary" 
expense  of  doing  business. 

A  spokesman  for  the  IRS  says,  "Ob- 
viously, in  an  area  like  this  there's  a 
potential  for  great  abuse,  and  in  the 
past  we've  had  a  number  of  problems 
with  shallowly  disguised  vacations." 

So,  if  you  do  take  a  trip  and  the 
deduction,  you  might  get  an  early 
chance  to  use  your  stress  manage- 
ment techniques — when  the  IRS 
comes  calling. 


slap  on  wholesale  price  increases  of  $1 
a  disk. 

There's  more.  Because  factories  like 
Polygram's  produce  popular  disks  on 
allocation  for  other  labels  (like 
Warner  Brothers  and  RCA),  heavy  de- 
mand for  the  biggest  hits  also  creates 
shortages  in  classical  and  jazz  CDs. 
The  likely  result?  Only  the  biggest- 
selling  artists  and  titles  will  be  issued 
on  CDs.  Of  course,  nobody  needs  25 
versions  of  Vivaldi's  The  Four  Seasons 
or  Tchaikovsky's  1812  Overture.  But 
many  of  the  finest  performances  on 
LP  will  not  soon  see  the  light  of 
disk.  There  are  few  CDs  by  Vladimir 
Horowitz,  Arthur  Rubinstein  or  las- 
cha  Heifetz,  and  none  by  the  Beatles 
or  Frank  Sinatra.  But  there  are  seven 
by  Bruce  Springsteen  and  eight  by 
Billy  Joel. 

But  this  won't  stop  the  onward 
march  of  the  CD.  Why?  "The  sound  is 
just  ravishing,"  says  noted  concert  pi- 
anist Ruth  Laredo.  "It's  better  than 
anything  around."  Adds  Polygram  Se- 
nior Vice  President  Harry  Losk:  "Vir- 
tually everyone  who  buys  a  CD  player 
becomes  an  active  listener  again."  In 
fact,  surveys  indicate  that  new  own- 
ers of  CD  players  buy  20  to  25  CDs  in 
the  first  two  months. 

To  help  you  select  your  first  CDs, 


Record  companies  are  churning  out  more 
and  more  compact  disks.  Although  big 
shortages  remain,  there  are  already 
enough  around  to  start  a  good  collection. 

Best  of  the  disks 
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INTEREST  RATES: 
NOT  RISING 

"Modest  inflation,  a 
low-growth  econ- 
omy and  falling 
commodity  prices 
all  argue  for  falling 
interest  rates.  That  is  our  expectation." 

—Michael  Sherman,  Chief  Investment  Strategist 

WE  RECOMMEND  locking  in 
higher,  long-term  rates  now.  Bonds 
are  one  alternative;  high-yield  stocks 
are  another.  As  interest  rates  decline, 
there  will  be  the  additional  benefit 
of  capital  gains.  Short-term  CDs 
and  money  market  funds  are  attrac- 
tive for  liquidity  but  do  sacrifice 
higher  yields. 


10  Currency  WTD 
Value  of  the  Dollar 
(1973  =  100) 


THE  DOLLAR: 
DRIFTING  DOWNWl 


"The  dollar 
forecast  to  declvA 
another  5%  to  l\ 
more  slowly  thai 
previously,  refle\ 
ing  the  impacts  of  lower  interest  rates, 
modest  growth  and  the  periodic  interv 
Hons  by  central  banks  in  foreign  excha 

markets."  —Allen  Sinai,  Chief  Economist 

WE  RECOMMEND  several  w, 
take  advantage  of  the  devalued  do 
Multinational  stocks,  or  a  diversif h 
investment  approach  through  a  glo 
mutual  fund  or  unit  trust.  For  the  i 
aggressive  investors,  foreign-curre 
futures  and  options  should  be  loot 


NOTE:  Shearson  Lehman  Brothers  believes  that  the  prudent  and  intelligent  way  to  invest 
invest  your  time  before  you  invest  your  money.  We  recommend  that  you  discuss  these  inve 
ment  possibilities  with  your  Shearson  Lehman  Brothers  Financial  Consultant  before  comn 

ting  yourself. 
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"Despite  the 
market's  recent 
volatility,  we  be- 
lieve that  higher 
corporate  profits, 
lined  with  modest  inflation,  could 
to  substantial  gains  on  Standard  & 
's  500  in  the  next  six  months/' 

>t  Fried,  Director  of  Research 

WE  RECOMMEND  adding  to 

:  stock  holdings.  Our  Financial 

sultants  have  our  most  recent 

mmendations.  Also  for  consider- 

i  are  equity  mutual  funds,  guid- 

)ortfolios  in  varying 

*ees  of  yield  and  risk, 

trusts,  and  with  a    /&to  Seri0us 

imum  of  $50,000  to  \»X%?£ 
'  Outline  Update 

st,  a  managed 

folio. 


WHERE  DO  YOU1 
STAND? 

Are  your  investments  reflecting  these 
changing  forces? 

To  find  out,  we  recommend  a  unique,  disci- 
plined approach  to  reevaluating  the  relevancy  of 
your  portfolio  in  light  of  today's  changing  market. 

The  approach:  Shearson  Lehman  Brothers 
Personal  Review  Outline  (PRO). 

Available  without  charge  to  the  serious 
investor,  PRO  is  a  comprehensive  written  analy- 
sis of  your  current  investments  formulated  by 
your  Financial  Consultant  in  concert  with  a  team 
of  Shearson  financial  specialists. 

Also  available  without  charge  is  "Serious 
Investor  Update,"  our  point  of  view  on  current 
market  opportunities. 

Discussing  the  PRO  recommendations,  along 
with  the  firm's  most  recent  recommendations, 
will  help  provide  you  with  an  overall  investment 
strategy,  as  well  as  pinpoint  your  feelings  and 
concerns  about  risk.  And  offer  further  alterna- 
tives for  reallocating  your  resources. 

In  short,  the  PRO  will  give  you  the  opportu- 
nity to  mold  your  financial  future.  Instead  of 
having  the  future  mold  your  finances. 

We  urge  you  to  make  it  one  of  your  top 
priorities.  " 

Call  the  Shearson 
Lehman  Brothers  office 
nearest  you  for  an  ap- 
pointment. Or  return  the 
coupon  below. 

Together,  let's  put 
minds  over  money. 


LEHMAN 
BROTHERS 

An  American  Express  company 


Call  1-800-524-6200  Ext.  6855 

Between  8  a.m.  and  10  p.m.  EST,  Monday-Sunday. 
Or  write:  Shearson  Lehman  Brothers 

Information  Center,  P.O.  Box  614 
Burlington,  MA  01803 
□  With  ali  the  changes  taking  place,  I  want  to  stand  more  securely 
in  today's  market.  Please  send  me  "Serious  Investor  Update," 
and  information  on  your  PRO  Analysis  Service. 


NAME  (please  print) 


BUSINESS  PHONE  HOME  PHONE 

□  Pi  easi  check  if  you  are  a  Shearson  Lehman  Brothers  client 


branch  location  name  of  financial  consultant 

Shearson  Lehman  Brothers Inc  •  Foster&  Marsiiali  Inc 
The  Robinson-Humphrey  Company,  Inc 


J 


Shearson  Lehman  Brothers  and  The  Serious  Investor. 

Minds  Over  Money® 


Personal 
Affairs 


Forbes  asked  Ruth  Laredo  and  other 
experts  to  pick  the  best  available  clas- 
sical, pop  and  jazz  CDs.  The  people 
we  polled  were  PBS  commentator 
Martin  Bookspan;  music  critic  Rich- 
ard Freed;  Ray  Edwards,  national  clas- 
sical record  manager  for  the  Tower 
Records  chain;  and  jazz  and  pop  critic 
Chris  Albertson.  From  their  re- 
sponses, we  culled  the  following  list, 
with  our  own  comments. 


mance  by  Wilhelm  Furtwangler  and 
the  Bayreuth  Festival  Orchestra. 

Beethoven,  Trio  number  6  ("Arch- 
duke"). Denon  CD-7078.  Beethoven 
in  a  rare  sunny  mood;  the  perfor- 
mance by  Czechoslovakia's  Suk  Trio 
is  a  delight. 

Berlioz,  Symphonie  Fantastique.  An- 
gel CDC-47278.  If  this  CD  by  Ric- 
cardo  Muti  and  the  Philadelphia  Or- 
chestra doesn't  cause  an  earthquake 
in  your  living  room,  you  need  new 
speakers. 

Brahms  and  Beethoven,  Violin  Con- 
certos. RCA  RCD1-5402.  Virtuosity, 
thy  name  is  Heifetz.  And  two  great 
concertos  for  the  price  of  one.  A  steal. 

Chopin,  Waltzes.  RCA  RCD 1-5492. 
Arthur  Rubinstein's  only  solo  Chopin 


CLASSICAL 

Bach,  Brandenburg  Concertos.  Erato 
ECD  88054,5.  Ton  Koopman  leading 
the  Amsterdam  Baroque  Orchestra  on 
original  instruments  from  Bach's 
time  makes  these  chestnuts  sound 
fresh  again. 

Bach,  Goldberg  Variations.  CBS  MK- 
37779.  The  Canadian  pianist  Glenn 
Gould  was  often  quirky  (you  can  hear 
him  humming  in  the  background), 
but  his  interpretations  of  Bach  are 
searching  and  original. 

Bartok,  The  Miraculous  Mandarin. 
London  411  894-2.  Antal  Dorati  and 
the  Detroit  Symphony  play  this  20th- 
century  orchestral  showpiece  in  what 
critic  Freed  calls  "the  demonstration 
disk  of  the  decade." 

Beethoven,  Fifth  Symphony.  DG  415 
861-2  GH.  Carlos  Kleiber  and  the  Vi- 
enna Philharmonic  rescue  this  war- 
horse  from  the  glue  factory. 

Beethoven,  Ninth  Symphony  Angel 
CDC-47081  (mono).'  A  natural  for 
CD — chorus,  orchestra,  soloists,  the 
works — in  a  classic  1951  live  perfor- 


recording  on  CD.  An  automatic  buy. 

Handel,  Royal  Fireworks  Music  (with 
Hoist,  Suite  number  1).  Telarc  CD- 
80038.  King  George  II  listened  to  this 
music  as  he  watched  fireworks  in 
London's  Green  Park.  Played  by  the 
Cleveland  Symphony  Winds  in  a 
beautifully  engineered  disk. 

Mahler,  Ninth  Symphony  2-DG 
410726-2  GH2.  Not  the  jolliest  work, 
but  this  live  performance  by  Herbert 
von  Karajan  and  the  Berlin  Philhar- 
monic is  suitably  transcendent. 

Mahler,  Das  Lied  von  der  Erde.  Lon- 
don 414194-2  LH.  Nearly  every  critic 
on  earth  recommends  this  1952  Bruno 
Walter  mono  recording  of  Mahler's 
haunting  orchestral  song  cycle. 

Mozart,  Piano  Concertos  15-27.  Crit- 
ics consider  these  late  concertos  his 
best  work.  Try  any  by  pianist/ 
conductors  Murray  Perahia  on  CBS  or 
Vladimir  Ashkenazy  on  London. 

Mozart,  Requiem,  K.  626.  Oiseau 
411712-2  OH.  In  the  movie  Amadeus, 
Salieri  helped  Mozart  complete  this 
work  on  his  deathbed.  Not  in  real  life, 


though.  The  Academy  of  Ancient  Mi 
sic  under  Christopher  Hogwood  giv< 
a  fine  performance  on  authentic  per 
od  instruments. 

Puccini,  Tosca.  Angel  CDC-4717< 
The  plot  of  this  lurid  potboiler  make 
Miami  Vice  look  like  a  Henry  Jame 
novel.  Still,  with  Maria  Callas  singin 
at  her  peak,  this  1953  mono  recordin 
is  a  must. 

Ravel,  Gaspard  de  la  Nuit,  et  al.  Lor 
don410255-2LH.  Vladimir  Ashkenaz 
plays  three  of  Ravel's  best-known  p 
ano  works  with  elegance  and  clarity. 

Shostakovich,  Fifth  Symphony.  D< 
410509-2  GH.  Shostakovich's  life 
work  was  a  heartfelt  cry  against  Sti 
linism.  The  great  Russian  cellis 
Mstislav  Rostropovich  leads  the  N 
tional  Symphony  Orchestra  in  thi 
brilliant  recording. 

Richard  Strauss,  Salome  Londo 
414414-2  LH2.  What  a  combinatior 
Roman  barbarism  and  Viennese  dec£ 
dence.  Soprano  Birgit  Nilsson  belt 
out  those  high  Cs. 

Verdi,  i'n  Ballo  in  Maschera.  Londo 
410210-2.  One  critic  calls  this  thi 
best  Verdi  recording  of  the  last  te: 
years.  A  stellar  cast  is  headed  by  Lu 
ciano  Pavarotti. 

Verdi,  Otello.  RCA  RCD2-2951.  On 
of  the  few  adaptations  of  the  Bard  on 
par  with  the  original.  Placido  Domin 
go  is  to  Verdi's  Moor  what  Olivier  wa 
to  Shakespeare's. 

Wagner,  Das  Rheingold  Londo 
414101-2  LH3.  The  first  of  four  opera 
in  the  mammoth  "Ring"  cycle  is  Wag 
ner's  most  accessible — and  shortest 
major  work.  This  landmark  1959  re 
cording  by  Sir  Georg  Solti  and  th 
Vienna  Philharmonic  has  been  remas 
tered  and  sounds  great. 
JAZZ  AND  POP 

Louis  Armstrong,  The  Silver  Colle 
Hon.  Verve  823  446-2.  The  best  of  th 
jazz  giant's  recordings  from  the  Verv 
treasure  trove  of  the  1950s. 

Miles  Davis,  Kind  of  Blue.  Columbi 
8163.  The  classic  statement  of  coo 
jazz,  with  some  great  musicians,  in 
eluding  the  immortal  John  Coltrane 

Billie  Holiday,  The  Silver  Collection 
Verve  823449-2.  By  the  1950s,  drug: 
had  ravaged  Lady  Day,  but  she  neve 
forgot  how  to  sing. 

Stephen  Sondheim,  Follies  RCP 
RGD2-7128.  The  New  York  Philhar 
monic  and  an  all-star  cast  made  thi; 
live  recording  last  year  of  the  1971 
musical  by  our  most  original  Broad 
way  composer. 

Sarah  Vaughan/Michael  Tilsor 
Thomas,  Gershwin  Live!  Masterworks 
MK  37277.  A  premier  song  stylist,  i 
fine  conductor — and,  of  course 
Gershwin. 
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he  fluid  lines  of  a  celebrated  shape, 
he  reliability  of  proven  engine 
he  security  of  a  3  v 


liversally  acclaimed  as  one  of  the 
Dst  beautiful  automobiles  ever  cre- 
3d,  the  Jaguar  XJ6  is  a  sculpture  in 
lei.  Its  gently  curving  fluid  shape  is 
lique  in  a  world  of  boxlike  luxury 
is.  Subtly  suggesting  the  rounded 
jsculature  of  the  sleek  cat  whose 
ime  it  bears,  the  XJ6  is  a  metaphor 
'  graceful  motion. 

Within  the  Jaguar's  marvelously 
9nt  cabin,  elegant  polished  walnut 
d  soft  fragrant  leather  provide  the 
steful  opulence  that  one  expects  in 
fine  English  motorcar.  Numerous 
>nvenience  accessories — includ- 
3  cruise  control,  an  electric  sun- 
Df,  automatic  climate  control,  a  40- 
itt  stereo  sound  system,  power 
idows,  a  trip  computer  and  much 


more — are  standard  equipment. 

A  masterful  road  car,  the  XJ6 
combines  thoroughly  proven  me- 
chanical systems  to  produce  the 
acclaimed  Jaguar  performance  and 
handling  characteristics.  Powered 
by  a  dual  overhead  cam  engine  that 
has  been  refined  through  billions 
of  highway  miles,  it  is  extremely  re- 
liable. Jaguar's  celebrated  four- 
wheel  independent  suspension  sys- 
tem makes  it  athletically  agile  and 
surefooted. 

Honed  to  a  keen  edge  through 
years  of  production,  the  XJ6  has 
been  the  object  of  continuous  evo- 
lutionary development.  Today,  the 
highly  refined  1986  XJ6  comes  with 
the  security  of  a  new  three  year, 


36,000  mile  limited  warranty.  For 
complete  information  see  our  war- 
ranty at  your  Jaguar  dealer. 

We  enthusiastically  invite  you  to 
take  a  test  drive  today.  Spend  a  few 
minutes  sampling  the  various  refine- 
ments that  mark  this  proven  classic 
the  best  Jaguar  sedan  ever  built. 

For  the  name  of  the  Jaguar  dealer 
nearest  you,  call  this  toll-free  number 
today:  (800)  447-4700.  Jaguar  Cars 
Inc.,  Leonia,  NJ  07605. 


ENJOY  TOMORROW  BUCKLE  UP  TODAY. 

JAGUAR 

J  A  BLENDING  OF  ART  AND  MACHINE 


niunmKniinn 


Careers 


Preppingfor  a  job  interview?  There  may  be 
more  than  one  questioner  lying  in  wait 
behind  those  mahogany  doors. 

Surviving  the 
group  interview 


Brian  A|har 
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■put  everything  from  managerial 
Hlities  to  opinions  on  different  in- 
KTiational  pianists. 
<  'In  a  nonprofit  institution,  there 
Ii't  one  person  who  makes  the  deci- 
im  to  hire,"  says  Duffy,  "and  since 
fe  successful  candidate  is  going  to 
&wve  to  work  with  all  the  different 
tnstituencies,  he  or  she  has  to  have 
fee  support  of  all  of  them." 

The  same  is  often  true  in  academe. 

"he  model  in  higher  education  is  the 

□up  interview,"  says  Kala  Stroup, 

esident  of  Murray  State  University 
western    Kentucky,  "whether 

>u're  interviewing  for  the  presidency 
;  a  deanship  or  a  faculty  position." 
^hen  Stroup  was  interviewing  for  the 

esidency  of  Murray  State  three 
f:ars  ago,  she  went  through  a  mara- 

ion  series  of  interviews  with  the 
bard  (ten  people),  six  college  deans, 

id  four  vice  presidents  and  staff. 
Ilhose  sessions  were  topped  by  a  ques- 
i  on-and-answer  session  before  the 
Iculty  senate,  a  group  of  more  than 
DO  teachers  and  administrators. 
,hey  grilled  her  on  everything  from 
pw  the  school  would  garner  more 
hate  funding  and  how  she  would  eval- 
jate  faculty  members,  to  how  she 
i'ould  distribute  dollars  between  re- 
:;arch  and  teaching. 
;  If  you're  interviewing  for  a  spot  in  a 
Imall  firm  or  to  work  with  a  closely 
fnit  team,  you're  also  a  likely  candi- 
date for  a  group  interview.  "Partner- 
ships in  general  or  quasi-partnerships 
re  more  prone  to  that.  You  end  up 
aving  a  situation  where  a  candidate 
Las  to  have  unanimous  consent,"  says 
ne  headhunter. 

What  advice  do  recruiters  and  ca- 
eer  counselors  have  for  a  firing  squad 
ictim?  First,  don't  expect  a  straight- 
orward  interview.  The  interviewing 
earn  will  probably  interrupt  one  an- 
»ther,  and  the  conversation  will 
>ounce  wildly  from  topic  to  topic. 
Lxpect  that  you  will  have  less  time  to 
hink  about  your  answers,  since, 
vhile  some  interviewers  are  asking 
[uestions  and  listening,  others  are  al- 
eady  formulating  the  next  zinger. 

Before  going  into  the  room,  find  out 
is  much  as  you  can  about  each  of  the 
nterviewers,  if  possible.  Your  recruit- 
:r,  if  there  is  one,  can  be  of  help  here, 
n  any  case,  at  least  find  out  the  peck- 
ng  order  of  the  interviewers. 

"Rarely  is  there  a  complete  democ- 
acy.  There's  always  someone  strong- 
:r  than  the  others  either  by  personal- 
ty or  by  rank,"  says  Jacques  Andre,  a 
view  York  headhunter.  "But  resist  the 
irge  to  direct  all  your  answers  and 
[uestions  only  to  that  person.  You 
teed  to  try  to  establish  a  degree  of 
apport  with  everyone." 


Why  not  just  pitch  the  boss?  There 
is  always  the  chance  the  quiet  guy  in 
the  corner  might  be  the  one  who  real- 
ly sways  the  decision. 

Be  careful  where  you  sit  when  you 
walk  into  a  room,  if  a  choice  presents 
itself.  "You  don't  want  to  be  craning 
your  neck  around  to  look  at  the  peo- 
ple you're  speaking  to  for  the  duration 
of  the  interview,"  says  Wilson. 

If  the  questions  are  coming  too 
quickly,  don't  hesitate  to  call  a  time 
out.  A  simple,  "If  you  could  hold  that 
question  until  I  finish  this  one"  can 
give  you  breathing  room. 

"I  advise  people  to  keep  their  an- 
swers direct  and  short,"  says  Kala 
Stroup.  "Think  of  the  session  as  a 
press  conference." 

Stick  by  your  answers.  You  may 
find  someone  trying  to  see  if  you'll 
flip-flop.  "You  should  either  defend 
your  view,  or  just  acknowledge  that 
there  are  several  ways  to  look  at  it  and 
you  subscribe  to  one  particular  view," 
says  Oliver. 

And  don't  worry  if  you  are  more 
nervous  than  usual.  The  interviewers 
in  a  jury-type  interview  probably  feel 
as  awkward  as  you  do.  "Most  line 
management  people,  whose  job  usual- 
ly doesn't  entail  interviewing,  aren't 
particularly  comfortable  having  oth- 
ers sitting  in  and  listening  to  them 
interview,"  says  Jacques  Andre. 

Try  to  appear  in  control.  "Be  as  as- 
sertive back  to  them  as  they  are  to 
you,"  recommends  William  Walbert, 
a  telecommunications  analyst  with 
The  Gartner  Group  consulting  firm 
and  a  group  interview  veteran. 
"You're  completely  outnumbered, 
and  you're  the  new  one  on  the  block, 
but  if  you  are  able  to  show  strength 
and  credibility,  that's  what  they  are 
looking  for." 

Don't  try  to  snow  anyone.  It  will 
show.  "The  big  question  in  an  inter- 
view like  that  is  how  honest  you  can 
be,"  says  Walbert.  "When  they  ask 
you  what's  your  career  goal  in  five 
years,  any  interviewing  book  will  tell 
you  to  say,  'I  want  to  be  the  best  damn 
whatever  in  the  business,'  "  he  says. 
"One  of  the  people  here  answered  that 
by  saying,  'Frankly  the  chances  of  my 
still  being  here  in  five  years  are  slim 
to  none.  It's  just  the  nature  of  this 
business.'  "  The  candidate  got  the  job. 

Above  all,  ask  yourself  why  you  are 
being  interviewed  in  such  a  way.  It 
can  tell  you  a  lot  about  the  people  you 
may  be  working  for.  "If  you're  being 
interviewed  by  six  people,  are  you  go- 
ing to  have  six  different  bosses  to  an- 
swer to?"  asks  recruiter  Roger  Kenny. 

If  you  face  a  group  interview,  partic- 
ularly if  it's  confrontational,  there 
had  better  be  a  good  reason  for  it. 


Putney  Westerfield,  the  chairman  of 
Boyden  Associates,  a  New  York  re- 
cruiting firm,  recalls  the  time  he  sent 
a  candidate  to  see  a  client  about  a 
$100,000-a-year  job. 

"I  didn't  realize  the  executive  who 
was  the  client  believed  in  stress  inter- 
views," he  recalls.  "When  the  candi- 
date arrived,  they  had  three  people 
start  in  on  him.  They  told  him,  'We 
received  all  this  material  on  you  and 
don't  think  you  fit  this  job  at  all. 
What  makes  you  think  you  could  do 
it?'  Of  course  the  candidate  was  quali- 
fied. He  didn't  walk  out  on  the  inter- 
view, but  he  hated  that  company  from 
then  on." 


Patience,  B.A.s 

If  you  are  a  student  graduating  from 
college  with  a  liberal  arts  degree 
this  spring  and  don't  have  a  job  yet, 
don't  panic.  You  are  not  alone. 

A  national  survey  of  230  college 
placement  officers  done  by  Bernard 
Hodes  Advertising,  a  division  of 
Doyle  Dane  Bernbach  that  handles  re- 
cruiting advertising,  found  that  liber- 
al arts  grads  lag  other  students  in  find- 
ing jobs. 

Two-thirds  of  engineering,  comput- 
er science  and  business  administra- 
tion students  have  jobs  at  graduation, 
Hodes  estimates,  along  with  about 
90%  of  science  and  nursing  students. 
But  only  half  of  the  liberal  arts  grads 
are  hired  by  that  time. 

Surveys  from  specific  schools  sup- 
port that  study.  The  University  of  Vir- 
ginia, using  as  its  sample  about  18% 
of  all  liberal  arts  grads  from  the  years 
1971  to  1981,  found  that  only  28% 
had  found  employment  upon  gradua- 
tion. Yet  only  three  months  later  that 
number  had  risen  to  70%. 

Victoria  Ball,  director  of  career 
planning  at  Brown  University,  says 
the  Ivy  League  placement  directors 
report  similar  results.  According  to 
Ball,  the  lag  time  is  caused  mainly  by 
the  hiring  process.  "A  majority  of  the 
liberal  arts  grads  are  hired  by  small 
and  medium-size  companies.  Those 
companies  don't  recruit  on  campus." 

But  the  wait  may  be  worthwhile. 
Some  companies,  including  AT&T, 
report  that  liberal  arts  grads  get  fur- 
ther than  technical  types. 

How  long  should  the  job  hunt  take? 
Ball  points  out  that  if  a  student 
doesn't  have  a  job  by  the  time  the 
next  year's  recruiting  season  begins, 
he  could  be  in  real  trouble.  Until  then, 
says  Ball,  parents  would  be  wise  to 
"offer  support,  encouragement  and  a 
place  to  live." — J.B. 
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CONFESSIONS  OF  A  CORPORATE  MAVERICK. 


"The  GEO 

fell  out  of  his  chair  when  I  told  him 
the  sales  forecast  was  a  pipe  dream. 

It  didn't  help  much  that  those  words 
came  from  a  woman..!' 


In  all  fairness  I  have  to  say  there's  really 
no  gender  discrimination  around  here. 
Whenever  there's  a  disagreement,  the 
Chief  distributes  his  displeasure  to  male 
and  female  alike.  He's  a  true  Equal 
Opportunity  Employer. 

But  always  he's  perfectly  civil.  So  when  he 
asked  if  I  was  "prepared  to  support  my...uh 
. .  .observation  with  something  more 
substantial  than  intuition"  he  delivered  the 
dig  with  the  finesse  of  a  surgeon  grafting 
a  coronary  artery. 

I  replied  with  an  invitation  to  visit  the 
computer  terminal  in  my  office.  {You  see,  I'd 
worked  out  a  really  buttoned-up  presentation 
with  some  high-powered  Sperry  software 
called  MAPPER®.) 

"The  problem,  sir,  is  the  price  point  of 
our  new  product,"  I  said,  gesturing  at  the 
tidy  numbers  on  the  terminal  screen.  "It's 
about  ten  percent  too  high." 

The  Chief  glowered.  "The  price  is  based 


on  our  standard  cost  multiple.  What's  wra 
with  that?" 

With  a  couple  of  keystrokes,  I  showed 
him.  "Look  where  it  places  us  vis-a-vis 
the  competition,"  I  said.  "Look  at  the 
projected  trend  line." 

He  reflected  for  a  moment  and  then  he 
responded  with  a  series  of  distressingly 
perceptive  questions  about  the  figures  on 
the  terminal  screen. 


To  tell  the  truth,  I  hadn't  anticipated  all  of 

the  issues  he  raised.  (You  know,  there's 
something  to  be  said  for  age  and  experienc 
after  all.) 

New  problems,  new  opportunities,  as  th 
say.  So  it  was  MAPPER  Software  to  the 
rescue.  Again. 

With  the  Chief  firing  off  questions,  I 
created  one  scenario  after  another.  I  called  | 
up  computer  files  from  hither  and  yon  in 
the  corporate  database.  Made  and  merged!!} 


ports.  Searched  and  sorted.  Even  repriced 
B  entire  raw  materials  inventory.  (I  have 
Itell  you  that  MAPPER  Software  made 
:,egrating  all  this  information  ridiculously 
jsy  to  do.)  Anyway,  after  maybe  fifteen 
i  nutes  of  such  free-form  probing,  it 
emed  I  had  proved  my  case. 
Silence. 

The  Chief  studied  the  numbers,  looking 
er  the  top  of  his  eyeglasses. 
"Remarkable,"  he  said  at  length. 
Ah,  success.  I  could  taste  it.  (It  tasted 
markably  like  a  Margarita.) 
"Remarkable,"  the  Chief  repeated,  chin  in 
md.  "How  on  earth  did  you  get  our  data- 
ocessing  people  to  write  you  that  wonderful 
•ogram?  I'm  told  they're  logjammed." 
There  wasn't  any  program,"  I  said. 

he  man  was  plainly  perplexed.  So  I 

(plained  that  with  Sperry  MAPPER 
)ftware,  even  a  computer  novice  (like 


myself)  can  take  computer  information  and 
create  his  or  her  own  solutions,  without  a 
program.  I  explained,  further,  that  lots  of 
different  departments  were  doing  wonderful 
things  with  MAPPER— building  systems 
for  sales  tracking,  production  monitoring, 
payroll  accounting,  and  so  on. 

For  a  very  long  minute  the  Chief  studied 
me,  again  staring  over  the  top  of  his  glasses. 
It  was  like  being  on  a  microscope  slide. 

"You're  a  very  bright  young  lady— er. . . 
person"  he  said. 

"It's  okay  to  say,  young  lady,  sir." 

He  smiled  gratefully.  "And  that 
SNAPPER  Software  is  quite  impressive, 
too." 

"You  mean  MAPPER  Software,  sir. 
Sperry  MAPPER  Software." 

The  Chief  nodded  absently.  "I  guess  it's 
time  to  go  home,"  he  said. 

For  him,  maybe  it  was.  But  for  me... well, 
I  had  to  see  about  a  Margarita  first. 

Here's  looking  at  you,  SNAPPER. 

Do  you  have  an  information  problem 
i  that  you'd  like  to  see  solved 
I  quickly?  Bring  it  to  us.  Sperry. 
'  Well  create  a  MAPPER  solution 
for  you,  as  a  demonstration  of  the 
extraordinary  power  of  this  unique 
software  system  that  has  won  the  affection 
of  over  250,000  users  in  just  about  every 
segment  of  business  and  government. 

Or,  if  you  prefer,  have  us  send  you  a  copy 
of  our  Information  Package  No.  14.  Either 
way,  demonstration  or  literature,  call  us  toll- 
free:  800-547-8362.  Or  write:  Sperry 
Corporation,  Box  500,  Department  100,  Blue 
Bell,  PA  19424-0024. 

MAPPER  is  a  registered  trademark  and  service  mark  of  Sperry  Corporation. 
©Sperry  Corporation  1986 

MAPPER  Software.  For  whatever  you  have  in  mind. 
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Sell  New  York  and  L.A.  Buy  Steubenville 

TCA  pays  $387  million— a  stagger- 
Ling  25  times  annual  cash  flow — 
for  New  York's  WOR-TV.  The  Tri- 
bune Broadcasting  Co.  pays  an  even 
more  astonishing  $510  million  for 
KTLA-TV  in  Los  Angeles.  Surely  the 
market  peak  is  here.  No,  says  I.  Martin 
Pompadur.  "I  think  there's  still  a  win- 
dow for  an  opportunistic  buy." 

Pompadur,  50,  should  know.  Once 
general  manager  of  the  ABC  televi- 
sion network,  later  president  of  Ziff 
Corp.,  he  currently  heads  a  partner- 
ship that  runs  five  television  stations, 
four  of  them  acquired  from  Ziff.  Nov/ 
he  is  teaming  with  onetime  boss  El- 
ton Rule,  former  vice  chairman  of 
ABC,  and  with  Merrill  Lynch  to  raise 
up  to  $250  million  from  the  public  to 
buy  more.  "This  is  an  asset  play,  an 
opportunity  to  make  a  capital  gain," 
he  hastens  to  explain.  "It's  not  a  tax 
shelter,  it's  not  an  income  vehicle." 

Not  for  Pompadur  is  the  paying  of 
25  times  cash  flow.  To  an  MCA  or  a 
would-be  network  builder  like  Rupert 
Murdoch,  almost  no  price  is  too  much 
for  a  good  New  York  City  station.  But 
Pompadur  explains,  "We're  investing 
to  make  money,  not  for  ego  trips  or 
programming  outlets.  Of  course,  we 
hope  that  when  we  want  to  sell,  we'll 
find  that  kind  of  buyer." 

Pompadur  likes  stations  in  towns 
like  Steubenville,  Ohio  and  Roches- 
ter, N.Y.  and  concentrates  on  maxi- 
mizing cash  flow.  Since  1982  the  val- 
ue of  his  original  Ziff  stations  has,  by 
the  industry  rule  of  thumb  of  no  more 
than  10  times  cash  flow,  more  than 
doubled,  and  Pompadur's  personal 
stake  has  multiplied  to  at  least  $7 
million.  For  the  new  venture,  ML  Me- 
dia Partners,  Pompadur  hopes  to  find 
similar  second-tier  properties:  little 
stations  making  a  mere  25%  pretax 
margin  when  they  could  be  making 
45%.  "Now,  are  they  easy  to  find?"  he 
asks  rhetorically.  "No,  but  they're  out 
there."— Subrata  N.  Chakravarty 


ML  Media  Partners'  I.  Martin  Pompadur 
Better  to  invest  in  the  second  tier. 

books,  has  had  it  with  the  rubber 
chicken  circuit.  "I  don't  want  to  do 
any  more  lecturing,"  complains  the 
author  of  Up  the  Organization  and  Fur- 
tber  Up  the  Organization.  "I  have  no 
tolerance  for  crowds  and  motels,"  he 
says.  "I  find  travel  wearing." 

These  days,  instead  of  appearing  in 
person  (for  a  fee  of  $12,500),  he  just 
ships  off  two  hours  of  himself  on  vid- 


eotape and  a  bill  for  $1,000.  Tow 
send  also  advertises  his  Video  Survi 
al  Kit,  thinking  it  the  ticket  for  corp 
rate  libraries,  classrooms,  conferenci 
and  seminars.  What  you  get  for  yoi 
$1,000  is  an  hourlong  tape  plus  ni^ 
shorter  "coffee-break"  tapes,  esse 
tially  a  rehash  of  Townsend's  book 
Up  the  Organization  sold  for  $5.95  : 
1970.  further  Up  the  Organization 
still  in  print,  selling  at  retail  £ 
$15.95  a  copy. 

Doing  business  as  Seven  Tabli 
Ltd.  in  Reno,  Nev.,  Townsend,  h 
wife,  Joan,  and  their  five  childrd 
raised  $200,000  to  package  his  le 
ture.  They  have  shipped  somethir 
less  than  100  kits  over  the  last  yea 
according  to  Townsend.  Townser 
appears  to  be  less  interested  in  vidd 
bestsellerdom  than  in  keeping  sore 
credential  as  a  management  exper 
The  message  is  the  same  as  it  was  11 
years  ago:  Management  should  stc 
stifling  employees  and  get  them  exci 
ed  about  coming  to  work. 

Is  Townsend,  65,  who  retired  a  mu 
timillionaire  when  ITT  bought  Avj 
in  1965,  himself  having  fun  thes! 
days?  In  person,  the  flash  of  enthus 
asm  or  the  "wickedly  on-target  sens 
of  humor"  that  his  advertisement 
promise  are  not  apparent.  "As  I  ge 
older,"  he  grumbles,  "I  find  I'm  mor 
easily  bored." — Gail  Buchalter 


Author,  author! 

W-  hen  Mort  Meyerson,  head 
communications  at  Big  Eight  ac 
counting  firm  Arthur  Young,  talke 
to  publishing  house  Ballantine  Book 
about  the  Arthur  Young  Tax  Guide  tw 
years  ago,  the  editors  were  excitec 
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Up  the  what? 

Robert  Townsend,  who  parlayed 
his  management  experiences  at 
American  Express  and  Avis  Rent  A 
Car  into  two  bestselling  management 


/A 


Author  Robert  Townsend 
Lecturing  is  out,  but  how  about  S 1  .OOO  for  some  tapes? 
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International  Herald  Tribune's  Lee  Huebner 

Why  shouldn't  they  have  Peanuts  in  Latin  America?  And  escorts? 


I  '11  sell  75,000 copies, "ventured one. 
ojlaybe  100,000,"  said  another.  The 
Jessing  went  as  high  as  1 50,000  annu- 
,  Bcopies  of  the  blue-covered  tax  book. 
,,  Yet  there  had  been  apprehension 
.„  side  Arthur  Young,  recalls  Meyer- 
0(  n,  50.  "We  didn't  submit  the  idea  to 
vote  of  the  partners — that  would 
.,.  ve  been  like  the  Filipino  election." 
eyerson  and  the  book's  outside  edi- 
r,  Peter  Bernstein,  who  came  to  Ar- 
,ur  Young  with  the  idea,  envisioned 
I  authoritative  tax  guide  for  individ- 
ds.  That  meant  a  dozen  highly  paid 
i.rtners  and  numerous  staffers  put- 
l  ig  in  thousands  of  hours.  It  cost, 
eyerson  estimates,  $500,000,  a  lot 
;  money  to  put  into  something  as 
.  jsky  as  a  book. 
But  the  editors  were  wrong — it  sold 
tout  300,000  the  first  year,  1985. 
his  year  about  500,000  are  in  print, 
J  ith  the  presses  poised  for  more  as 
<;eded.  Only  J.K.  Lasser,  the  evergreen 
:  the  field,  may  sell  more.  But  Arthur 
oung  concentrates  on  bookstores, 
jiid  so  has  pushed  Lasser  (which  also 
plls  by  direct  mail)  out  of  its  top  spot 
lii  the  prestigious  New  York  Times  Best 
Heller  List. 

ji  Now  the  book  is  on  the  edge  of 
ctual  profit,  something  Meyerson 
i  ad  not  expected  for  five  or  six  years 
ll'oyalties  are  evenly  split  between  Ar- 
thur Young  and  Bernstein).  But  profit 
lever  was  really  the  main  motive. 
We  did  the  book  to  reinforce  our 
leputation,  to  get  greater  visibility  in 
he  marketplace,"  says  Meyerson, 
hewing  on  his  ever-present  Omega 
igar.  "It's  worked.  At  dinner  parties, 
rou  no  longer  have  to  explain  whom 
'ou're  with  when  you're  with  Arthur 
Young." — Richard  Greene 


Theo  Vt'esienberger/Sygma 


Arthur  Young's Mort Meyerson 

It  breaks  ice  at  cocktail  parties. 


Never  in  Paris 

Henry  Miller  once  paid  his  rent  by 
dutifully  helping  write  its  copy. 
He  probably  wouldn't  recognize  Lee 
Huebner's  sheet,  but  the  International 
Herald  Tribune  is  still  published  in 
Paris,  and  it  is  lately  enjoying  healthy 
growth  in  profits  and  circulation. 
Publisher  Huebner,  a  Sheboygan, 
Wis. -born  former  adviser  in  the  Nixon 
White  House  who  sees  the  Trib  as  a 
global  newspaper,  is  adding  an  eighth 
publishing  point — in  Miami. 

No,  Huebner  says,  this  month's 
move  signals  no  huge  invasion  of  the 
U.S.  It  will  cut  shipping  costs  and 
speed  distribution  for  Latin  American 
circulation  (now  562  and  aiming  for 
10,000).  U.S.  circulation  could  triple 
from  2,000,  but  the  Trib  will  respect 
the  turf  of  its  owners:  the  Washington 
Post  Co.,  the  New  York  Times  Co. 
and  Whitney  Communications. 

For  the  Trib,  which  now  fetches  the 
equivalent  of  about  $1  a  copy  around 
the  world,  Huebner's  relentless  clon- 
ing of  the  paper  in  new  markets  (edi- 
tions are  virtually  identical  world- 
wide) has  meant  high  profits.  Once  a 
moneyloser,  its  168,000  circulation  is 
up  29%  since  1980  despite  competi- 
tion from  the  Wall  Street  Journal  and 


the  Financial  Times.  Last  year's  pretax 
profit,  about  $5  million,  is  double 
1984's.  Because  selling  more  papers 
brings  in  far  more  new  ad  revenues 
than  new  costs,  new  Trib  clones  may 
turn  up  in  Rome  and  Tokyo,  there  to 
supply  the  needs  of  international 
types  for  well-packaged  (though  pre- 
dictable) Times/ Post  coverage,  Peanuts, 
a  solid  U.S.  sports  page  and  the  daily 
worldwide  list  of  "escorts"  that  con- 
tributes a  hefty  share  of  classified  rev- 
enues. Wait,  isn't  that  something  for 
Henry  Miller?  Well,  non.  As  a  respect- 
able French  corporation,  the  Trib  care- 
fully honors  a  French  law  often  fi- 
nessed by  other  publications:  Parisian 
hookers  are  out. — Hesh  Kestin 


Four  fifths  to  go 

W'  hat  does  it  mean  that  Standard  & 
Poor's,  the  debt-rating  agency,  re- 
ported that  last  year  it  had  downgrad- 
ed 144%  more  corporate  debt  than  it 
upgraded — a  record  $110  billion 
worth — despite  a  growing  economy? 
The  question  gives  Leo  O'Neill,  the 
thin  45-year-old  who  oversees  S&P's 
225  debt  analysts,  a  lot  to  think  about. 

One  thing  is  sure,  S&P's  wasn't 
shooting  from  the  hip.  In  its  research 
S&P's  gets  information  unavailable  to 
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"You  ve  restaged  a  classic." 

-Joseph  Papp 


A  smart  magazine  doesn't  continue  to  win 
raves  without  showing  its  audience  something  new. 
At  U.S.News,  we've  set  the  stage  for  some  exciting 
changes. 

Like  a  brighter,  more  dramatic  graphic  design. 
Increased  business  news  and  financial  insights. 
And  a  new  cast  of  editors  to  help  continue  our  long- 
running  tradition  of  journalistic  excellence. 

That's  why  U.S.News  is  getting  even  more 
favorable  reviews  from  its  readers.  And  why  our 
advertisers  keep  coming  back  for  encores. 


■      ■  ^   ■&  WORLD  REPORT 


mart  magazine  just  got  brighter. 
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the  public.  The  agency  signs  a  confi- 
dentiality agreement  with  companies 
it  rates,  even  preventing  its  own  equi- 
ty analysts  (who  prepare  its  well- 
known  "yellow  sheets")  from  getting 
the  good  stuff.  In  exchange  S&P's  gets 
what  it  wants,  including  such  tidbits 
as  management's  five-year  income 
projections.  (O'Neill  joined  S&P's  in 
1968  as  an  equity  analyst,  early  on 
was  mistaken  for  a  debt  analyst  when 
telephoning  a  company,  and  heard 
things  from  management  he'd  never 
gotten  before.  O'Neill  decided  he  was 


Standard  &  Poor's  Leo  O'Neill 
By  the  third  year,  it's  historic. 

on  the  wrong  side  of  the  business.) 

"I  don't  think  we've  ever  had  three 
years  of  economic  expansion  where 
downgrades  surpassed  upgrades,"  re- 
marks O'Neill.  He  knows,  of  course, 
all  about  the  junk  bond  craze  and  the 
restructuring  mania  and  the  leveraged 
buyouts,  which  sometimes  suggest 
Russian  roulette  with  a  balance  sheet. 
That's  the  easy  part.  It's  the  sheer 
scale  that  troubles  O'Neill.  Analyst 
that  he  is,  he  points  out  that  the  $110 
billion  of  downgraded  corporate  debt 
was  nearly  a  fifth  of  all  the  $560  bil- 
lion traded  publicly  in  the  U.S.  last 
year.— Robert  McGough 


"An  honest  day's  work  . . ." 

George  A.  Ferris  thinks  he  can  make 
troubled  steelmaker  Wheeling- 
Pittsburgh  profitable  right  now  and 
pull  it  out  of  bankruptcy.  Ferris,  69,  is  a 
retired  steel  executive  from  Ford  Motor 
2o.  (which  owns  a  big  steel  operation) 
who  started  at  18  as  an  open-hearth 


I  


Wheeling-Pittsburgh's  George  A.  Ferris 
The  workers  can  make  him  money  at  $18  an  hour,  or  lose  him  money  at  $  1.1 


sweeper.  He  became  chief  executive  of 
Wheeling-Pittsburgh  in  September 
during  a  98-day  strike  by  the  United 
Steelworkers.  Chairman  and  major 
stockholder  Allen  Paulson  (who  sank 
about  $55  million  of  his  vast  Gulf- 
stream  Aerospace  fortune  into  the 
company)  hired  Ferris  on  Lee  Iacocca's 
recommendation  and  paid  former 
Chairman  Dennis  Carney  and  two  oth- 
er executives  $2.3  million  to  go  away. 

The  strike  cost  the  company  some- 
thing like  $100  million,  after  the  firm 
had  already  filed  for  protection  in 
bankruptcy  in  April.  Today  it  still 
needs  $65  million  for  operating  capi- 
tal. But  Ferris  seems  undaunted. 

How  does  he  hope  to  make  Wheel- 
ing-Pittsburgh profitable  starting  now 
when  the  steel  industry  is  still  feeling 
for  the  bottom  (Forbes,  Mar.  10)1  With 
a  strategy  opposite  his  predecessors', 
who  were  most  noteworthy  for  their 
confrontational  labor  tactics.  Asserts 
Ferris,  who  has  set  up  "miniboards" 
of  workers  and  management  at  all 
plants  in  his  desire  to  win  employee 
participation  and  cooperation,  "Now 
there's  only  'we  uns'  running  this 
company." 

So  far,  so  good.  The  strike  was  set- 
tled in  late  October  with  an  $18-an- 
hour  rate,  one  of  the  lowest  in  the 
steel  industry  (the  average  is  $22  to 
$23  an  hour).  More  than  that,  Ferris 
won  favorable  changes  in  work  rules. 
Says  Ferris:  "The  important  thing  is 
not  the  $18.  If  the  workers  don't  give 
me  an  honest  day's  work,  Wheeling 
can  go  broke  at  $15.  We  believe  that 
we  are  now  getting  full  value  for  the 
pay." — Stanley  Angrist 


Tough  combine 

Tenneco's  J.I.  Case  subsidiary  sw.l 
lowed  the  farm  machinery  bu 
ness  of  International  Harvester  Coi 
year  ago  and — to  a  lot  of  people's  si| 
prise — didn't  get  indigestion.  Inste: 
it  built  a  fundamentally  healthy  bus 
ness  that  showed  an  operating  pro 
for  the  fourth  quarter  of  1985,  lej 
than  a  year  after  the  sale. 

It  seems  Case's  president,  Jerome . 
Green,  is  a  midwestern  boy  who  cs 
tell  the  field  from  the  cornstalks. 

Tenneco  laid  out  $513  million  for 
business  that  had  lost  around  $4C 
million  in  1984.  Case  had  long  been 
leading  manufacturer  of  constructic 
equipment  but  a  minor  player  in  tl 


k-ffrev  Muir  Hamilton  haure  G« 


Tenneco's  Jerome  Green 
Digging  for  black  ink. 
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ay,  The  Travelers  is  not  only  an  innovative 
ler  in  insurance  protection,  but  a  dynamic 
:e  in  financial  services. 


or  over  120  years,  The  Travelers  umbrella  has 
)d  for  just  about  every  kind  of  personal  insurance 
can  imagine — life,  home,  auto,  health,  disabil- 
md  travel. 

oday,  The  Travelers  serves  one  out  of  six 
ericans.  Our  red  umbrella  stands  for  innova- 

insurance  and  financial  expertise. 
ortune  magazine  reports  that  last  year  The 
/elers  was  one  of  America's  strongest  diversi- 

financial  companies — the  fifth  largest  in  assets, 


the  third  highest  in  revenues  and  net  income. 

And,  our  current  $39-billion  in  assets  under  man- 
agement makes  us  one  of  the  most  experienced 
financial  experts  in  the  world\ 

It's  this  kind  of  financial  know-how  that  enables 
us  to  offer  you  a  broad  range  of  insurance  products 
and  financial  services  including  mutual  funds,  home 
mortgages,  annuities,  IRAs,  cash  management 
and  Universal  Life. 

But  behind  our  awesome  numbers  and  array 
of  services  lies  our  true  strength — the  people  of 
The  Travelers. 

Experienced  experts  who  stand  ready  to  help  you 
and  your  family  thrive  in  the  years  ahead. 


Thelravelersj 

The  Travelers  Companies,  Hartford,  Connecticut  06183. 


Faces 

Behind  the  Figures 


farm  business.  Business  was  terrible, 
Green  recalls,  but  points  out:  "With 
this  purchase  we  could  be  a  full-line 
agricultural  equipment  company  with 
an  excellent  distribution  system,  and 
get  excess  capacity  out  of  the  market- 
place, at  a  more  than  reasonable  price. " 

Green,  49,  who  hails  from  Peoria, 
111.,  has  spent  22  years  with  Case  in 
Racine,  Wis.  His  plan  for  a  quick  turn- 
around was  as  elemental  and  tough  as 
a  high  plains  blizzard:  Cut  produc- 
tion, cut  inventories,  cut  costs,  cut 
employment.  He  suspended  all  do- 
mestic manufacturing  for  the  first 
quarter  of  1985,  taking  a  $160  million 
loss  from  shutdown  costs.  When  he 
eventually  restarted,  it  was  at  30%  of 
capacity  and  40%  of  the  retail  sales 
rate.  Now  inventory  is  down  to  46. 1  % 
of  sales  from  103.1%  in  1983  for  the 
combined  operations. 

Case  contributed  $2.7  billion,  or 
18%,  to  Tenneco's  $15  billion  in  sales 
for  1985;  but  the  $214  million  loss  it 
showed  for  the  full  year  helped  reduce 
Tenneco's  bottom  line,  to  $2.52  per 
share,  down  from  $4.01  per  share  in 
1984.  In  1986,  however,  Case  should 
at  least  break  even,  and  that  should 
prove  to  be  a  boon  to  Tenneco,  which 
is  struggling  against  falling  oil  prices. 
Case  took  on  a  lemon,  but  Green's 
lemonade  should  soon  begin  to  taste 
sweet. — Lisa  M.  Keefe 


$500  million  woman 

W'hat  is  it  like  to  be  a  woman  in 
charge  of  an  enterprise  that 
makes  at  least  as  much  money  as  K 
mart  or  Pfizer  or  Johnson  &  Johnson? 
Rebecca  Paul,  36,  is  the  one  to  ask. 
Since  August  Paul  has  run  a  business 
that  this  year  will  do  some  $1.5  bil- 
lion in  revenues — enough  to  make 
The  Forbes  Sales  500 — and  is  again 
expected  to  earn  well  over  $500  mil- 
lion in  untaxed  profits.  (Last  year 
brought  in  $5 1 6  million,  up  36%  from 
1984  and  more  than  pretax  net  at  all 
but  50  or  so  of  the  biggest  publicly 
traded  companies  in  the  U.S.)  Paul,  a 
former  community  affairs  director  of 
an  NBC  affiliate  in  Springfield,  111.  and 
a  Republican  politico,  is  superinten- 
dent of  the  Illinois  state  lottery,  third 
largest  in  the  nation,  just  behind  New 
York's  and  Pennsylvania's.  (Paul  is 
planting  lottery  kiosks  at  O'Hare  as 


M.irk  Baurcll 


Itlifiois  state  lottery's  Rebecca  Paul 


Doing  better  than  K  mart. 


part  of  this  friendly  rivalry.) 

So  what  is  it  like?  Great,  she  says, 
except  that  "every  once  in  a  while 
I'll  ask  for  something  in  writing,  and 
I'll  get  it  back  saying,  'your  secretary 
requested.  .  .  .'  " — Jan  Parr 


Cow-pie  power 

Fl  or  years  alternative  energy  boost- 
er P.  William  Parish,  33,  read  every 
proposal  for  generating  electricity  he 
could  lay  his  hands  on.  No  idea  met 
his  criteria:  cheap,  renewable,  reli- 
able, and  an  investment  that  was 
more  than  a  tax  writeoff.  Except  one, 
thanks  to  the  Carter  Administration: 
cattle  manure,  accumulating  in  Cali- 
fornia's Imperial  Valley  at  a  rate  of 
more  than  1,850  tons  a  day  and  cur- 


rently being  plopped  into  piles  25  f< 
high  and  two  football  fields  long. 

Some  young  engineers  in  Newpi 
Beach  wanted  to  burn  the  stuff 
incinerator  boilers,  but  all  they  h 
been  able  to  raise  among  financii 
were  guffaws  at  cocktail  parties.  Pi 
ish  and  colleague  James  Rehkopf  s; 
past  the  laughs  to  a  compelling  fa<  j 
Southern  California  Edison  had 
pay  small  private  producers  7  cen 
per  kilowatt-hour  for  electricity  frq 
renewable  sources  under  a  1978  fe 
eral  law,  while  a  guaranteed  supp 
of  manure  cost  $5.50  per  ton,  abo 
2  cents  a  kilowatt-hour. 

Using  $600,000  from  himself  ai 
his  father,  Parish  put  together  a  j 
nancing  package  totaling  $46  millio: 
about  three-fourths  of  which  can 
from  tax-exempt  bonds  issued  by  tl 
California  Pollution  Control  FinanJ 
ing  Authority  and  underwritten  hi 
Smith  Barney,  Harris  Upham  &  Cil 
As  National  Energy  Associates,  h 
has  commenced  construction  of  a  11 
megawatt  electric  generating  facilit) 
in  Imperial,  90  miles  east  of  San  Die 
go.  When  completed  late  next  yeai 
the  plant  will  power  the  equivalent  c 
20,000  homes  (that's  14  tons  of  mg 
nure,  or  ten  cows'  worth,  per  housi 
per  year).  Parish  and  his  partners  wil 
split  a  one-time  $2  million  fee  plus 
hoped-for  $1  million  pretax  yearli 
cash  flow  after  four  years  of  operation 
Falling  oil  prices  notwithstanding,  pO 
tential  profits  from  alternative  energy 
abound,  says  Parish. — Ralph  King  Jr. 


Max  Aguilcra  lldlwc 


Power-plat 1 1  builder  Will  Parish 

Let's  see,  ten  cows  per  house  per  year,  times  20,000.  .  .  . 
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Buying  a  new  car? 


". . .  the  one  option  no  one 
should  go  without . . 

Motor  Trend 

. .  their  extraordinary 
Delco-GM/Bose 
Music  System . .  ." 

Stereo  Review 

"The  results 
are  fantastic." 

Popular  Science 

Our  experience  has  convinced  us  that, 
regardless  of  your  interest  in  music, 
you  will  require  less  than  one  minute 
of  listening  to  know  that  you  want 
the  Delco-GM/Bose  Music  System  in 
your  next  General  Motors  car  * 


und  so  real,  it  will  change  how  you  feel  about  driving. 


*Available  on  selected  models  of  Cadillac,  Buick,  Oldsmobile  and  Chevrolet. 


An  investment  in  Transco  provides 
a  unique  two-part  dividend  that  unites 

ownership  in  Transco  Exploration 
Partners,  Ltd.  with  a  cash  dividend  that 

has  increased  every  year  for  over 
a  decade.  The  result  is  a  current  yield 
of  10.6%,*  one  of  the  highest  on  the 
New  %rk  Stock  Exchange. 


L 


f  Transco 
Energy  Company 


Our  strength 
is  our  energy 


Transco's  common  stockholders  receive  a  quar- 
terly cash  dividend  that  has  recently  been 
increased  to  a  current  annual  rate  of  $2.24  per 
share,  plus  l/20th  of  a  partnership  unit  of 
Transco  Exploration  Partners,  Ltd.  (TXP).  This 
is  the  seventh  consecutive  quarter  that  this  two- 
part  dividend  has  been  naid.  TXP  is  one  of  the 


largest  publicly  traded  oil  and  gas  limited  part- 
nerships, with  extensive  holdings  in  the  Gulf 
of  Mexico.  TXP  also  offers  investors  an  attrac- 
tive yield  by  combining  a  tax-free  cash  distribu- 
tion of  $2.36  per  unit  annually  and  substantial 
tax  benefits  associated  with  its  partnership 
structure. 


For  more  information,  call  Transco  toll-frel 
1-800-527-0603.  In  Texas,  call  l-800-833-30f | 
NYSE  symbols:  Transco-E,  TXP-EXR 

'Based  on  Transco  common  stock  price 
$54.00  and  annualized  dividends  of  $2.24  in  cat\ 
and  J/5  of  a  TXP  unit  valued  at  $17.50  ner  unit. 


The  Forbes/Wilshire  5000  Review 


asn't  the  market  gotten  rather  expensive?  With  gains  of 
2%  for  the  last  two  weeks  and  7%  for  the  last  four 
eeks,  the  Wilshire  5000  ratcheted  up  to  15.9  times  latest 
I-month  earnings.  This  exceeds,  by  a  full  point,  the 
revious  high  multiple  on  the  Wilshire,  set  in  June  1983. 
The  bulls'  justification:  Inflation  is  low.  But  remember, 
lflation  over  the  past  12  months  was  4%,  vs.  3.5%  over 
le  12  months  up  to  the  June  1983  high.  Also:  Declining 
lflation  ought  to  be  a  bullish  sign  for  bonds,  not  stocks. 


Stocks  are  already  well  (although  not  perfectly)  insulated 
against  inflation.  Bonds  are  totally  unprotected. 

Next  excuse:  Earnings  will  go  up.  For  The  Forbes  Sales 
500,  for  example,  analysts  are  predicting  a  23.8%  higher 
earnings  gain  this  year  over  1985,  followed  by  another 
13.2%  gain  next  year.  Very  respectable.  But  if  investors 
become  nervous  about  profits — or  if  they  stop  bidding  up 
stocks  merely  because  bond  prices  are  going  up — the 
averages  could  move  down  in  a  hurry. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

7.0 

6.5 

8.8 

7.0 

5.5 

7.1 

in  last  52  weeks 

23.8 

26.1 

31.6 

23.3 

12.6 

25.2 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

7.7 

5.9 

8.8 

5.0 

6.0 

7.9 

5.3 

5.4 

6.8 

7.2 

8.7 

2.3 

in  last  52  weeks 

28.0 

26.7 

42.4 

31.5 

18.2 

34.5 

26.2 

29.6 

38.9 

35.7 

39.1 

9.6 

Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created. 
Based  on  sales. 

A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  arc  more  stable. 
A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


"4ote:  All  data  for  periods  ending  2/28/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 


Cay  French 
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Where  The  Action  Is 


Why  bankers  are  smiling.  On  top  of  the  heap  for  52-week 
performance,  with  a  39.5%  gain,  is  the  finance  sector.  Yes, 
the  prospects  at  some  commercial  banks  have  been 
dimmed  somewhat  by  loans  to  the  oil  industry  and  Third 
World  nations.  Nevertheless,  most  of  these  companies 
have  benefited  from  declining  interest  rates,  takeover 
fever  and  the  growth  of  regional  interstate  banking.  Lower 


interest  rates  and  the  maturing  of  older,  lower  rate  m 
gages  has  also  helped  the  savings  and  loan  stocks  (1 
207).  The  best-performing  major  finance  stock  is  Finan 
Corp.  of  America,  which  is  benefiting  greatly  from  lo 
rates  but  still  has  a  lot  of  work  to  do  cleaning  uj 
portfolio  of  bad  loans.  In  the  last  two  weeks  this  sto 
jumped  nearly  32%. 


Percent  change  in  last  52  weeks  O-O-  Percent  change  in  last  two  weeks 


Capital  goods 


+  50 


-25 


MINIM 


I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'85 


'86 


Energy 


+  50 


-25 


 I  I  I  I  I  I  MINI 


'86 


Technology 


+  50 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  1 


'86 


Consumer  durables 


+  50 


I  I  I  1  I  I  I  I  I  I  I  1  I  I  I  I  M  I 


'85 


80 


Finance 


-25 


I  I  1  I  1  1  I  I  I  I  I  I  I  I  I  I  I  I  II  I  I  II  i  I  I 


'85 


'86 


Transportation 


+  50 


-25 


 I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'85 


86 


Consumer  nondurables  and  servici 


+  50 


-25 


M  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  II  I 


'85 


Raw  materials 


+  50 


-25 
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'85 


Utilities 


+  50 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 
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What  The  Analysts  Think 


Revised  edition.  In  the  last  two  weeks  Wall  Street  raised, 
slightly,  its  1986  estimates  for  finance  and  consumer 
durable  stocks.  Truer  to  form,  however,  security  analysts 


had  second  thoughts  about  their  earlier,  more  optimistic 
projections  for  the  seven  remaining  sectors.  For  the  energy 
group,  analysts  slashed  their  forecasts  by  nearly  3.9%. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$3.14 

14.8 

1986  estimates 

4.13 

11.2 

1987  estimates 

4.87 

9.8 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estimate  j 
in  2  weeks     in  4  weeks  j 

1  Finance 

$3.85 

10.5 

0.81% 

1.56% 

2 

Consumer  durables 

4.37  - 

8.9 

0.17 

0.07 

3 

Capital  goods 

2.84 

13.7 

-0.03 

-0.10 

4 

Consumer  nondurables 

2.53 

14.0 

-0.11 

2.56 

5 

Utilities 

3.35 

9.1 

-0.34 

-0.57 

6 

Technology 

2.87 

13.8 

-0.55 

-1.53 

7 

Transportation 

2.62 

11.8 

-0.58 

-1.68 

8 

Raw  materials 

2.29 

13.9 

-0.75 

-1.46 

9 

Energy 

3.36 

8.3 

-3.86 

-6.81 

Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional  Brokers 

Estimate  System  (IBES),  a  service  o(  Lynch,  [ones  &  Ryan,  a  New  York-based  brokerage  firm. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus. 


New  Issue  /  February  26, 1986 

$200,000,000 

CHRYSLER 

^fif    RNANCIAL  CORPORATION 

93/8%  Notes  due  March  1, 1991 


Price  100%  and  accrued  interest  from  March  1, 1986 


Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained 
in  any  State  In  which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 


Merrill  Lynch  Capital  Markets 


The  First  Boston  Corporation 
Morgan  Stanley  &  Co. 

Incorporated 

ABD  Securities  Corporation 


Goldman,  Sachs  &  Co. 
Shearson  Lehman  Brothers  Inc. 
Bear,  Stearns  &  Co.  Inc. 


Morgan  Stanley  &  Co. 

Incorporated 

Alex.  Brown  &  Sons 

Incorporated 

Deutsche  Bank  Capital      Dillon,  Read  &  Co.  Inc.      Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

E.  F.  Hutton  &  Company  Inc. 


Corporation 

Drexel  Burnham  Lambert 

Incorporated 

Kidder,  Peabody  &  Co.     Lazard  Freres  &  Co. 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin,  Inc. 
Swiss  Bank  Corporation  International 

Securities  Inc. 

Wertheim  &  Co.,  Inc. 


PaineWebber  Prudential-Bache 

incorporated  Securities 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

UBS  Securities  Inc. 
Dean  Witter  Reynolds  Ins. 


The  Funds 


James  Stowers  doesn't  care  what  a  compa- 
ny is  worth,  only  whether  it  has  momen- 
tum. The  method  sounds  silly,  but  its  hard 
to  argue  with  success. 

Bandwagon 
investing 


By  Leslie  Pitted 


ONEY  MANAGING  APPEARS  in 

dozens  of  styles,  but  almost 
all  are  variations  on  two  ba- 
sic themes.  One  is  that  a  company 
should  be  valued  by  forecasting  its 
future — for  example,  future  earnings 
or  dividends.  The  other  is  that  it 
should  be  valued  by  what  it  would 
fetch  in  a  takeover  or  liquidation. 

Against  that  backdrop,  fames 
Stowers  is  a  freak.  He  doesn't  talk 
about  value.  He  doesn't  care  how  ex- 
pensive a  stock  is  in  relation  to  its 
earnings.  Rather,  he  wants  to  know 
whether  the  earnings  have  taken  a 
sudden  turn  for  the  better.  If  they 
have,  the  stock  is  probably  already  up 
a  few  points,  but  that  doesn't  stop 
Stowers.  He'll  get  on  the  bandwagon, 
hoping  to  be  there  in  time  for  some  of 
the  gains  and  hoping  to  get  off  grace- 
fully when  earnings  falter. 

Crowd-following  scarcely  seems  a 
prescription  for  success  in  investing, 
but  there's  no  denying  Stowers'  suc- 
cess. As  president  and  60%  owner  of 
Twentieth  Century  Cos.  in  Kansas 
City,  Mo.,  which  oversees  $3.5  billion 
in  mutual  funds  and  pension  ac- 
counts, he  has  made  a  lot  of  money. 

He  has  also  made  a  lot  of  money  for 
his  clients.  In  the  ten  years  through 
Dec.  31,  his  two  largest  funds,  Twen- 
tieth Century  Select  and  Twentieth 
Century  Growth,  were  up  an  annual 
average  of  27%  and  29%,  respective- 
ly, vs.  17%  for  the  average  equity 
fund,  as  measured  by  Lipper  Analyti- 
cal Services.  Select  is  also  on  the 
Forbes  mutual  fund  honor  roll,  an 
ind' cation  of  good  performance  in 
up  and  down  markets.  Three 


Fleming 


Twentieth  Century's  James  Stowers 
"Money  follows  earnings." 

other  equity  funds,  with  shorter  his- 
tories, have  also  performed  well. 

Stowers,  62,  a  low-key,  unpreten- 
tious native  Kansas  Citian,  began  as  a 
mutual  fund  salesman  with  local 
Waddell  &  Reed,  then  spent  $12,000 
to  start  Twentieth  Century  Investors 
in  1958.  His  shares  of  the  manage- 
ment firm  probably  make  him  worth 
at  least  $50  million,  but  he  still  totes 
peanut  butter  sandwiches  in  a  brown 
paper  bag  to  work  each  day  for  lunch. 

The  Stowers  philosophy  is  home- 
spun-simple: "Money  follows  earn- 
ings." He  seeks  companies  whose 
earnings  and  revenues  are  both  accel- 
erating. Until  1973  Stowers  often  re- 
lied on  word  of  mouth  to  find  these 
firms  and  could  follow  only  about  a 
couple  of  hundred  companies  at  a 


soar 


time.  Thanks  to  today's  databases  a 
some  programs  Stowers  wrote 
years  ago,  he  now  monitors  7,000. 

Researchers  at  Twentieth  Centu 
enter  new  earnings  and  revenue  fi 
ures  as  soon  as  they  become  availab 
from  press  releases,  newspapers  ai 
the  ticker.  The  computer  then  alet 
Stowers  to  firms  whose  earnings  ai 
revenues  rose  more  in  the  latest  qu^ 
ter  than  in  the  same  quarter  of  any 
the  previous  five  years. 

Stowers  doesn't  do  extensive  x\ 
search  to  find  out  why  the  earnin, 
have  popped.  He  just  tries  to  ma 
sure  that  the  numbers  are  accura 
that  they  don't  include  extraordina 
items  or  statistical  errors  and  th 
they  make  sense  relative  to  oth 
firms  in  the  industry. 

For  Stowers  no  firm  is  too  high 
leveraged  and  no  stock  is  too  expei 
sive — Stowers  ignores  the  price/ean 
ings  multiple.  One  of  his  proud  pick 
from  the  fall  of  1982,  is  Price  Co.,  tl 
warehouse  retailer.  The  P/E  of  over  4 
at  the  time  didn't  intimidate  hin 
Thanks  to  Price's  earnings  growth- 
and  to  its  still  lofty  P/E — Stowers  ha 
a  390%  gain  so  far. 

Stowers  won't  touch  a  stock  unles 
its  trading  volume  is  rising.  He  want 
proof  that  other  investors  are  interesl 
ed,  and  he  wants  to  see  the  price  mov 
ing  up.  "If  you're  the  only  one  wh 
knows  about  it,  nothing's  going  t 
happen,"  he  argues.  As  that  famou 
economist  and  smart  investor  Johl 
Maynard  Keynes  used  to  say:  Whei 
betting  on  the  outcome  of  a  beaut 
contest,  don't  bet  on  the  girl  yot 
think  is  prettiest,  bet  on  the  girl  oth 
ers  think  is  prettiest. 

Does  Stowers  miss  on  some  of  th« 
initial  gains  while  he  waits  for  tin 
price  to  rise?  Sure,  he  says  with 
shrug.  "We're  not  trying  to  get  in  or 
the  ground  floor."  Among  the  stocks 
in  his  fund  portfolios  in  October  1 985 
were  Polaroid,  The  Gap,  Reebok  In 
ternational  and  General  Re.  They  hac 
risen  handsomely  before  Twentieth 
Century  got  in,  but  they  have  done 
very  well  in  the  recent  bull  market. 

What  about  selling?  If  a  company's 
stock  price,  earnings  or  revenues  start 
to  fall,  he  bails  out.  In  a  bear  market 
he  will  keep  a  stock  with  a  falling 
price  if  there  is  still  earnings  and  reve 
nue  momentum  and  if  he  believes  the 
overall  market  is  coming  down 
"Some  stocks  are  like  tennis  balls, 
able  to  bounce  back.  But  other  stocks 
behave  more  like  chicken  eggs  would 
when  they  bottom  out,"  says  Stowers 
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feMie  trick  is  knowing  the  difference, 
■momentum,  unfortunately,  will 
jBftcll  you.  Stowers  bought  Tandem 
^pputers  at  the  end  of  1983  after 
<Jj  company  exhibited  incredible 
jjvth.  Unfortunately  the  stock  was 
k  peaking.  Twentieth  Century  still 
^■shares  of  Tandem  in  April  1984, 

ersj 
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By  Michael  Ozanian 

♦nloME   OF  THE   BEST  ACTION  On 

Wall  Street  has  not  been  in  tiny 
[il^venture  capital  companies 
pose  names  end  in  the  letter  X.  In- 
|»;ad,  your  local,  boring  savings  bank 
lay  have  been  one  of  the  hottest  is- 
les around.  Over  the  last  52  weeks 
rkLs  are  up  80%,  outperforming  the 
lilshire  index  by  better  than  3-to-l. 
>nd  this  is  an  industry  that,  only  a 
|w  years  ago,  was  teetering  on  the 

ink  of  financial  collapse. 

Why  the  enthusiasm?  One  reason  is 
le  decline  in  interest  rates  paid  out 
i  deposits.  The  other  is  the  maturing 
:  old  mortgages  on  which  low  inter- 
ft  is  received.  The  result  is  a  widen- 
lg  spread  between  interest  received 
tid  interest  paid,  giving  the  industry 
l  1985  its  most  profitable  year  ever. 

Have  the  S&Ls  peaked?  Dorit  Mi- 
nkowsky, an  S&L  analyst  with  Los 
Jigeles-based  Bateman  Eichler,  Hill 
ichards,  says  1986  earnings  should 
ventually  support  higher  share 
rices.  Despite  their  spectacular  per- 
)rmance,  most  S&Ls  still  sell  com- 
mably  below  the  overall  market's 
rice/earnings  ratio. 

We  screened  the  Institutional  Bro- 
ers  Estimate  System  (IBES)  universe 
>r  cheap  savings  and  loans — those 
rith  estimated  1986  P/E  multiples 
nder  9.  We  dropped  those  that  didn't 


when  the  stock  was  off  40% .  Not  sur- 
prisingly, the  Twentieth  Century 
funds  fared  badly  in  the  1983-84  bear 
market,  when  a  lot  of  other  technol- 
ogy stocks  couldn't  keep  up  their  mo- 
mentum. Significantly,  the  Value 
Line  ranking  system,  one  of  the  few 
other  stock-picking  formulas  that 


have  at  least  three  estimates. 

H.F.  Ahmanson,  selling  at  6.8  times 
estimated  1986  earnings,  is  already 
earning  0.81%  on  its  assets,  well 
above  the  industry  average.  That  per- 
formance is  in  part  attributable  to  Ah- 
manson's  strong  capital  ratio  (net 
worth  divided  by  total  assets)  of  4.2%, 
vs.  the  FHLB's  requirement  of  3%. 


publicly  admit  to  a  momentum  mod- 
el, fell  apart  in  that  market,  too. 

Look  at  it  this  way.  Nowadays, 
nearly  every  investor  you  meet  calls 
himself  a  contrarian.  Stowers,  in  re- 
nouncing that  party  line  in  favor  of 
crowd-following,  may  be  the  ultimate 
contrarian  of  all.  ■ 


Allan  Bortel,  an  S&L  analyst  for 
Shearson  Lehman  Brothers  in  San 
Francisco,  thinks  Home  Federal  S&L 
of  San  Diego  is  a  good  buy.  This 
thrift's  earnings,  which  were  penal- 
ized by  $18  million  pretax  last  year 
because  of  a  loss  provision  from  its 
credit  card  portfolio,  are  expected  to 
jump  37%  in  1986. 

Caution:  There  is  a  reason  for  some 
of  these  low  P/Es.  CityFed,  for  exam- 
ple, depends  on  mortgage  banking 
(originating  loans  and  selling  them  in 
the  secondary  market)  to  make  a  prof- 
it. Partly  for  that  reason,  it  didn't  par- 
ticipate in  the  resurgence  of  earnings 
that  the  rest  of  the  industry  enjoyed 
last  year.  Earnings  were  off  4  cents  a 
share  to  $3.65  in  1985,  and  analysts 
are  predicting  another  decline  this 
year,  to  $2.86. 

Financial  Corp.  of  America,  going 
for  4.8  times  estimated  1986  earnings, 
will  be  one  of  the  turnaround  stories 
of  the  year  if  it  can  earn  the  predicted 
$3.07  a  share.  Last  year  it  eked  out  a 
0.19%  return  on  assets.  Its  chief  prob- 
lem is  bad  loans.  The  stock  has  dou- 
bled since  December.  ■ 


Stocks  to  bank  on? 


These  savings  and  loans  all  sell  for  less  than  9  times  estimated  1986 
earnings.  If  interest  rates  keep  heading  down,  the  group  will  do  even 
better.  But  if  rates  go  way  up,  almost  any  S&L  is  in  real  trouble. 


Company 

Current 
price 

1986 
est  P/E 

Capital 
ratio 

%  earned 
on  assets 

Avg  yield 
mortgage 
portfolio 

Book*/ 
price 

HF  Ahmanson  &  Co 

62  Vt 

6.8 

4.2% 

0.81% 

11.23% 

0.31 

Carteret  Savings  Bank  FA 

21% 

5.5 

3.6 

0.49 

NA 

0.92 

CityFed  Financial 

13 

4.5 

4.4 

0.75 

11.05 

1.19 

Financial  Corp  of  Amer 

145/s 

4.8 

1.6 

0.19 

11.94 

0.18 

Gibraltar  Financial 

12 

5.1 

2.4 

0.39 

11.50 

0.59 

denied 

24  W 

6.6 

4.8 

0.42 

11.20 

1.38 

Great  Western  SB  Wa 

29  Vi 

7.6 

8.6 

1.30 

11.91 

0.78 

Home  FSLAS  Diego 

33  VS 

6.9 

7.0 

0.72 

11.96 

0.76 

Nevada  S&L 

16  W 

6.9 

5.8 

0.75 

11.04 

0.94 

Washington  FSLA 

34% 

8.8 

13.6 

0.76 

11.81 

0.59 

NA:  Not  available.    'Excluding  intangibles 

Sources.  We  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan 
via  Micro  Scan  Data  on  diskette  from  fs\'s  Corp.;  Fokp"s 


Statistical  Spotlight 


'lanks  to  falling  interest  rates,  even  medi- 
:re  savings  and  loans  have  made  their 
areholders  look  like  geniuses. 


Back  from 
the  dead 
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Buying  a  CD  for  retirement  could  be 
a  very  costly  mistake! 


$10,000  Premium 
(This  is  an  illustration) 


$200,000 


$100,000 


It's  true!  If  you  are  saving  for  retirement 
in  a  certificate  of  deposit  or  a  money  market 
account . . .  you  may  actually 
be  losing  money!  That's  be- 
cause you  must  pay  taxes  on 
the  interest  you  earn ...  as  you 
receive  it . . .  year  after  year. 

But  there  is  a  money-saving 
solution. 

It's  Sun  Life's  no-load  an- 
nuity. It  allows  for  a  greater  cash 
accumulation  because  your  in- 
terest is  tax-deferred  and  it  pro- 
vides you  with  valuable  options 
for  lifetime  income. 

To  prove  our  point,  we'd 
like  to  send  you  a  free  per- 
sonalized Financial  Comparison 
Illustration.  It  will  show  you  why 
our  no-load,  tax-deferred  Cer- 
tificate of  Annuity  offers  you  im- 
portant advantages  for  your 
future  in  comparison  to  a  Cer- 
tificate of  Deposit. 

Get  these  valuable  guarantees 
from  Sun  Life: 

$  9.5%  current  interest  guar- 
anteed for  1 0  years. 
Your  choice  of  3  ...  5  ...  or 
1 0  year  guaranteed  interest 
periods. 


$ 


9  5%  Tax-deferred  i 
5.7%  Effective  yield 
after  taxes  (40% 
tax  bracket) 


Year's 


Tax-deferred  interest  means 
more  for  you! 

If  you  currently  own  a  9.5%  taxable 
certificate  of  deposit,  you  may  have 
thought  you  were  earning  a  full  9.5% 
interest,  but,  remember,  if  you're  in  a 
40%  tax  bracket  9.5%  actually  pays 
you  only  5  7%  net!  This  illustration 
shows  a  major  advantage  of  a  defer- 
red annuity.  You  accumulate  more 
money  because  your  taxes  are  defer- 
red until  payments  are  made  to  you. 
This  larger  cash  accumulation  is  the 
source  of  more  retirement  benefits  for 
you.  Note  that  even  if  the  entire 
balance  were  withdrawn  from  the  an- 
nuity at  the  end  of  30  years,  you  would 
have  $8 1 , 1 02  after  taxes  (assuming  a 
50%  tax  bracket),  so  you  would  still 
have  an  advantage  of  $28,349  This  is 
a  hypothetical  illustration  only.  Sun  Life 
guarantees  4%  for  the  life  of  the  con- 
tract. Current  interest  rates  for  initial 
periods  are  higher. 


$  Your  choice  of  pay-out  options  —  including 
a  tax-favored  guaranteed  income  you  can 
never  outlive. 

$  You  can  get  started  for  as 

little  as  $2,500. 
$  No  taxes  until  payments  are 

made  to  you. 
$  Security  and  safety  guaran- 
teed by  Sun  Life. 
$  NO-LOAD  —  No  commis- 
sions or  fees  of  any  kind  are 
deducted.  All  your  money 
works  for  you. 

Act  now  for  FREE 
information! 

Get  all  the  facts  right  now 
by  mailing  the  coupon  below. 
Or,  for  fastest  action,  call  toll- 
free  1-800-841-8000.  We'll 
send  you  your  specially- 
prepared  Financial  Com- 
parison Illustration  and  free  in- 
formation on  our  no-load  Cer- 
tificate of  Annuity! 

So  why  buy  a  CD  when 
you  can  have  the  advantages 
of  a  Certificate  of  Annuity?  Act 
today! 

For  FREE  information,  mail 
coupon  below  or  call: 
TOLL-FREE 
1-800-841-8000 
ANYTIME! 


We'll  prove  it  to  you... 


FREE! 


□ 


L 


YES!  Show  me  the  advantages  of  your  tax-deferral 
annuity  vs.  Certificates  of  Deposit! 

Please  prepare  a  personalized  financial  Comparison 
Illustration  based  on  the  information  I  have  specified 
below.  I  understand  that  there  is  no  cost  or  obligation 
for  this  information. 

Comparison  Amount: 

□  $2,500  □  $10,000 

□  $25,000  □  Other  $  

Currently  available  rates  for  Initial  Guaranteed  Interest 
Periods: 

□  3  years     □  5  years     □  1 0  years 
at  8.25%        at  8.6%  at  9.5% 

Not  available  in  all  states  Rates  subiect  to  change 


Name 
Street 
City  _ 


First 


Middle  Initial 


Last 


State, 


Zip- 


Date  of  Birth 
Phone:  (_ 


Month 


Day 


Area  Code 

Mail  to:  Financial  Services  Division  -  Sun 
343  Willowbrook  Lane 
WestChester,  PA  19382 

Sun  Lite  Insurance  Company  ot  America 


Capital  Markets 


MONEY  &  INVESTMENTS 


Jespite  appearances,  Volcker  and  Baker 
ire  like-minded  on  two  points:  lower 
nterest  rates  and  a  declining  dollar. 

STANDING  ON 
THE  DOCK 


By  Ben  Weber  man 


lYields  on  30-year  Treasury  bonds 
jare  below  8.5%  as  this  is  written. 
:Some  investors,  almost  tearful  as 
ithey  think  about  the  yields  of  10% 
1  available  only  three  months  ago — 
never  mind  the  yields  of  13%  to 
15%  available  back  in  1981— have 
to  be  thinking  that  they  have 
missed  the  boat.  They  haven't. 

Yes,  there  is  more  than  a  little 
uncertainty  in  the  markets  about 
the  interest  rate  trend,  not  least 
because  of  apparent  differences  be- 
tween Federal  Reserve  Board  Chair- 
man Paul  Volcker  and  Treasury  Sec- 
retary James  Baker.  The  Washing- 
ton press,  scrutinizing  their  every 
utterance  for  a  fresh  angle,  has  de- 
cided that  Baker  worries  less  about 
inflation,  and  wants  interest  rates 
to  come  down  further,  to  help  eco- 
nomic growth.  Volcker's  priorities, 
we  read,  are  the  reverse.  Further, 
reports  out  of  Washington  note 
Volcker's  concern  that  the  dollar 
not  be  allowed  to  get  any  weaker 
lest  it  discourage  foreigners  from 
buying  Treasury  debt. 

In  fact,  though,  there  is  less  to 
these  differences  than  meets  the 
eye.  Baker  and  Volcker  are  not  at 
loggerheads  over  monetary  policy  or 
over  the  fate  of  the  dollar.  Both  fa- 


flew  Webertnan  is  economics  editor  of 
Forbes  magazine 


vor  lower  interest  rates  and  a  declin- 
ing dollar. 

I  just  don't  believe,  for  example, 
that  Volcker  really  wants  to  halt  the 
yield  downtrend  as  a  means  of 
avoiding  a  rapidly  falling  dollar  and 
a  reheating  of  inflation.  Volcker  be- 
lieves economic  conditions  are  now 
brighter  than  at  any  time  since  he 
has  been  chairman  (the  economy  is 
growing  with  little  or  no  inflation). 
But  he  sees  strains:  financial  insti- 
tution losses,  staggering  debt  bur- 
dens of  our  Latin  neighbors  and 
trading  partners,  as  well  as  domes- 
tic consumer  and  corporate  debt 
and  lagging  productivity. 

So,  while  Volcker  rages  publicly 
that  we  must  not  move  toward  in- 
flation-inducing monetary  stimula- 
tion, he  reports  to  Congress  that  the 
Federal  Reserve's  money  supply  tar- 
gets for  1986  are  basically  un- 
changed. He  says  an  expansion  of 
the  money  supply  at  a  rate  up  to 
8%,  as  measured  by  Ml,  will  be 
acceptable — this  in  contrast  to  last 
year's  ceiling  of  7%.  Thus,  it's  not 
inaccurate  for  him  to  say  that  the 
Fed's  "posture"  is  unchanged  from 
last  year.  But  with  the  gross  nation- 
al product  forecast  to  show  3%  to 
3.5%  real  growth,  and  virtually  no 
inflation,  money  expanding  at  a  7% 
or  8%  rate  will  be  quite  stimulative. 

Furthermore,  the  Fed  needs  aid 
from  lower  short-term  rates — so  far 
the  rally  has  been  impressive  only 
for  longer  maturities.  Lower  money 
rates  would  help  farmers  and  the 
economies  of  the  oil-producing 
states — including  Texas,  Louisiana 
and  Oklahoma. 

Lower  rates  as  such  will  not  weak- 
en the  dollar.  The  Japanese  and  Euro- 
peans still  look  to  this  currency  for 
safety,  regardless  of  yield.  And  the 


lower  financing  costs  that  result  will 
help  domestic  exports.  A  reduced 
balance  of  trade  deficit,  which 
would  follow  a  weaker  dollar  and 
stronger  mark  and  yen,  is  seen  by 
Volcker  and  Baker  as  needed  to  hold 
back  congressional  protectionism. 

Meanwhile,  as  the  macro  world 
turns,  there  are  mini  decisions  to  be 
made.  Those  who  stayed  liquid 
while  awaiting  a  turnup  in  bond 
yields  have  found  their  delay  terri- 
bly expensive.  The  question  for 
them  comes  down  to  this:  Is  it  still 
prudent  to  buy  8.5%  bonds? 

My  answer  is  yes.  The  cabins 
available  may  not  be  quite  so  hand- 
some, but  the  ship  is  still  at  the 
dock.  An  8.5%  Treasury  long-term 
bond  yield,  which  seems  so  anemic 
today,  will  be  comparatively  gener- 
ous a  year  from  now. 

If  the  monetary  and  fiscal  policy 
officials  have  their  way,  long-term 
government  bond  rates  will  be  well 
under  8%  by  midyear,  perhaps  be- 
low 7%.  Short-term  yields  such  as 
Treasury  bills  will  be  no  higher  than 
6%  from  the  current  7.2%. 

Investments  in  8.5%  bonds  will 
look  good  well  into  the  latter  part  of 
this  decade.  The  more  timid,  who 
don't  want  to  bet  on  long-term 
bonds — which  would  move  down 
sharply  in  price  if  market  interest 
rates  rise — can  consider  purchase  of 
five-year  Treasury  notes  or  bonds, 
whose  yield  is  close  to  8%. 

The  yield  curve  rises  sharply  to 
the  five-year  maturity  range  and 
then  flattens  out.  Even  so,  I  don't 
like  staying  so  short  because,  while 
purchase  of  this  maturity  doesn't 
give  up  much  in  annual  income  as 
compared  to  20-  or  30-year  bonds, 
the  security  will  have  to  be  replaced 
in  five  years  at  rates  that  may  well 
be  substantially  lower  than  today's. 

If  you  are  buying  securities  other 
than  U.S.  Treasurys,  be  wary  of  is- 
sues subject  to  early  redemption. 
This  is  particularly  true  for  mort- 
gage-backed passthrough  pools. 
With  mortgage  rates  now  going  be- 
low 10%,  homeowners'  prepay- 
ments are  going  to  be  quite  rapid. 
That  means  the  expected  lives  of 
GNMA  and  other  types  of  mortgage- 
backed  securities  may  be  shortened 
dramatically. 

Remember,  too,  that  high-cou- 
pon, premium-priced  issues  will  be 
subject  to  rapid  redemption  at  par 
value — meaning  that  the  premium 
will  be  lost.  In  that  event,  what 
seemed  like  a  high  rate  of  return 
could  be  a  lot  less  so.  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 

International  stock  markets  have  been 
nothing  if  not  hot.  They  figure  to  stay  that 
way— for  a  while. 

GLOBAL  GIDDINESS 


By  Susan  Lee 


International  money  managers  are 
in  heaven.  After  four  tortuous  years 
of  seeing  the  dollar  sail  upward,  and 
an  excruciating  decade  of  watching 
oil  prices  zoom  ...  at  last,  surcease. 
Now,  continuing  declines  in  the 
dollar  will  boost  returns  as  invest- 
ments in  foreign  currencies  are  re- 
patriated, and  the  collapse  of  oil 
prices  will  buoy  world  economic 
growth.  Indeed,  this  double  bingo 
has  managers  so  cheerful  that 
they're  bullish  despite  the  fact  that 
most  international  markets  hit  new 
highs  last  year. 

Their  optimism  comes  in  many 
forms.  In  Europe  and  Japan,  for  ex- 
ample, the  drop  in  both  the  price  of 
oil  and  the  dollar  is,  in  effect,  a  big 
tax  cut.  It'll  give  the  same  boost  to 
consumer  spending  there  the  Rea- 
gan tax  cuts  did  here — dynamite. 

The  global  markets  also  will  ben- 
efit from  the  worldwide  decline  in 
interest  rates  and  inflation.  That 
will  prod  investors  to  move  out  of 
money  market  funds,  quickening 
demand  for  equities.  Moreover,  as 
one  Eurocynic  says,  "The  stock 
markets  seemed  like  easy  pickings. 
You  invested,  and  four  weeks  later 
you  had  a  profit.  This  hasn't  hap- 
pened since  the  late  1960s." 


Susan  Lee  is  a  senior  editor  of  Forbes 

magazine. 


All  that  having  been  said,  just 
where  are  international  managers 
motoring  their  money?  Every- 
where— especially  France,  West 
Germany  and  Holland. 

France  seems  to  be  the  hands- 
down  favorite.  Eyk  van  Otterloo  of 
Grantham,  Mayo,  van  Otterloo  is 
hot  for  Peugeot,  the  auto  company 
that  has  been  and  still  is  losing 
money.  "But,"  he  says,  "after  a  ma- 
jor struggle  with  their  labor  unions, 
they  have  been  sticking  a  knife  into 
their  overstaffing.  They  also  have  a 
new  and  improved  product  line." 

Philippa  Grant  of  Rowe  Price- 
Fleming  International  has  been  buy- 
ing French  equities,  especially  con- 
sumer service  companies.  She  likes 
Accor,  a  leader  in  the  hotel,  restau- 
rant and  catering  business,  and 
Darty  Fils,  a  sort  of  Sears. 

As  for  Germany,  some  money 
movers  think  that  the  German 
economy  might  grow  faster  than  Ja- 
pan's. Indeed,  there  seems  to  be  a  lot 
of  U.S.  institutional  interest  in  Ger- 
many. Most  bets  here  are  in  the 
consumer  spending  area.  Karl  Van 
Horn  of  American  Express  Asset 
Management  likes  Leifhet,  a  maker 
of  household  products — the  Rubber 
Maid  of  Germany.  Still  others  are 
emphasizing  domestic  companies 
like  Rheinwest  Electric,  a  utility, 
and  Kaufhof,  a  retailer. 

In  Holland,  van  Otterloo  is  up  for 
Hoogovens,  a  steelmaker.  "Steel  is 
an  awful  industry,"  he  says.  "Seven 
years  ago  I  swore  up  and  down  that  I 
would  never,  ever  own  another  steel 
company.  I  almost  succeeded  until  I 
caved  in  on  this  company — it's  an 
oasis  in  a  sea  of  mediocrity."  Hoo- 
govens, says  van  Otterloo,  has  two 
things  going  for  it:  It's  a  modern, 
low-cost  producer,  and  Europe  is 


tougher  than  the  U.S.  about  protec 
ing  its  turf  from  Asian  steel. 

Beyond  these  three  countrie 
however,  beware..  Opinions  are  a 
over,  um,  the  map. 

Consider  Japan.  The  bears  poiij 
out  that  the  market  is  wildly  ovej 
valued,  with  the  highest  P/E  mult 
pie  in  the  world.  These  manage! 
admit  that  the  collapse  in  oil  price 
has  temporarily  improved  the  furi 
damentals.  But,  they  argue,  Japan  i 
a  maturing  economy,  heavily  ti 
port-oriented,  and  companies  are  ej 
ther  running  into  trade  restriction 
or  already  have  the  entire  markei 
and  limited  growth. 

Managers  that  are  still  hot  for  fa 
pan  say  the  domestic  market  wil 
benefit  from  a  surge  in  spending  am 
a  more  stimulative  fiscal  policy 
Names  I  have  been  hearing  includi 
Cabin,  a  women's  retailer,  and  To 
kyu,  a  conglomerate. 

Singapore  is  another  countn 
managers  either  love  or  hate.  One 
for  example,  declares,  "It's  a  defi 
nite  no-no.  Not  so  much  as  a  politi 
cal  risk,  but  as  a  credit  risk.  There 
too  much  buying  on  margin 
Nonetheless,  others — claiming  cau 
tion — have  been  buying  companie 
like  Singapore  Airlines  and  Singa 
pore  Land,  a  property  company. 

Ditto  for  Australia.  Pessimists  ar 
gue  that  the  Australian  economy 
has  severe  problems:  fast  growth  m 
the  money  supply  and  high  interest 
rates.  Others,  like  John  Ager  ol 
Schroder,  like  Australia  because  the 
improved  outlook  for  the  world 
economy  will  bump  up  prices  for 
base  metals  like  copper  and  alumi 
num.  Says  Ager,  "The  devaluation 
of  their  currency  has  made  Austra 
lia  one  of  the  cheapest  producers  of 
those  metals."  But  he  says  he's  play 
ing  it  safe  and  going  with  the  big 
names:  Western  Mining,  Peko  Wall 
send  and  Bougainville  Copper. 

(A  note  of  caution  on  Italy:  Bulls 
and  bears  have  complained  about 
settlement  problems — buyers  hav 
ing  trouble  getting  delivery  on  their 
stocks  and  sellers  having  trouble 
getting  their  money.) 

The  short  of  all  this  enthusiasm 
simple:  Global  money  runners  are 
sounding  like  the  U.S.  ones  I  talk 
to — a  period  of  record-shattering  ad 
vances  in  stock  indexes  sets  their 
mouths  watering  and  their  cash  fly 
ing.  Put  that  response  together  with 
the  cheery  outlook  for  the  world 
economy,  and  they're  up  for  some 
more  record-breakers  this  year, 
not  well  into  1987.  ■ 
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Forbes  Presents  the  18th  Annual  Ranking 
of  America's  Corporate  Heavyweights 


he  Forbes  500s 

The  best  formula  to  measure  success  is  to 
ook  at  all  measures  of  success.  In  the  April 
!8th  issue,  Forbes'  Annual  Directory  will 
■ank  the  500  top  U.S.  companies  by  4  sepa- 
rate measures  of  accomplishment:  Sales, 
Profits,  Assets  and  Market  Value.  Approxi- 
mately 800  service  and  industrial  companies 
fwill  appear  on  the  Forbes  lists.  For  each  of 
these  companies,  Forbes  will  provide  addi- 
tional analysis  including  Jobs  and  Productiv- 
ity, company  addresses,  and  a  special  stock 
report  covering  market  performance,  funda- 
mental data  and  earnings  estimates — The 
1500s  on  Wall  Street. 

Powerful  Subscriber  Market 

The  Forbes  500s  is  a  heavy-duty  business 
tool  used  year-round  by  Forbes'  powerful 
executive  and  investor  market.  Of  Forbes' 
720,000  subscribers,  nearly  half  hold  top 
management  positions  in  business.  They  are 
also  major  investors.  Eighty-eight  percent 
own  corporate  stock  with  average  holdings 


valued  at  $551,000.  Over  half  serve  as 
investment  advisors  for  individuals,  corpora- 
tions, estates,  trusts  and  pension  funds. 

The  500s  Opportunity 

Take  advantage  of  the  Forbes  500s  adver- 
tising opportunity.  Because  of  its  editorial 
importance,  it  is  a  special  issue  published  in 
addition  to  Forbes'  regular  biweekly  sched- 
ule. As  the  most  reliable  single  reference  of 
top  corporate  performance  published,  the 
Annual  Directory  provides  increased  longev- 
ity and  visibility  for  advertisers,  as  well  as 
maximum  response  in  reader  inquiries.  Con- 
tact your  Forbes  representative  for  informa- 
tion and  reservations  on  the  Forbes  500s, 
and  join  the  ranks  of  America's  corporate 
heavyweights. 


The  Forbes  500s 
Issue  Date:  April  28, 1986 
Closing  Dates:  March  17  (partial  pages) 
March  24  (full  pages) 
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Stock  Trends 


MONEY  &  INVESTMENTS 


By  Ann  C.  Brown 


A  number  of  caution  flags  have  started  to 
fly,  adding  to  my  wariness  about  the 
markets  ability  to  defy  correction. 

CALLOUS  IN 
WONDERLAND 


January,  while  the  individual  sav- 
ings rate  rose.  These  figures  sur- 
prised many  analysts  who  had  been 
anticipating  a  rise  in  the  former  and 
a  decline  in  the  latter.  Should  this 
reversal  continue,  GNP  growth  for 
all  of  1986  may  end  up  closer  to  last 
year's  2.3% — the  dreariest  showing 
since  the  sad  old  days  of  1982. 

But  what  about  the  sharp  drop  in 
oil  prices?  A  mixed  blessing.  Desir- 
able in  direction,  scary  because  of 
the  speed  of  the  decline.  Granted, 
lower  oil  prices  will  help  keep  the 
inflation  rate  down,  which  will  help 
keep  interest  rates  down,  which 
will  help  cut  the  cost  of  government 
borrowing,  which  will  help  reduce 
the  size  of  the  deficit,  and  so  on.  But 
these  pleasing  positives  could  be 
offset  by  some  nasty  negatives,  such 
as  a  possible  collapse  in  the  banking 
system,  the  disruption  of  the  inter- 
nal politics  of  many  pro-Western 
oil-producing  nations  and  new  prob- 
lems for  the  U.S.  balance  of  trade. 

Other  countries — most  notably, 
Japan — are  more  dependent  on  for- 
eign oil  than  we  are  and  are  in  a 
position  to  benefit  more  from  the 
lower  price.  This  could  help  make 
their  products  more  competitive 
than  ours  at  a  time  when  the  de- 
cline in  the  dollar  was  beginning  to 
boost  the  sales  of  homegrown  mer- 
chandise. In  addition,  we  will  be 
sending  fewer  dollars  overseas  for 
oil  payments — money  that  has  re- 
turned in  large  part  to  purchase 
American  goods  and  services.  And 
bonds.  And  stocks. 

A  low  inflation  rate  could  lead  to 
increased  consumer  expectations  of 
stable  and  even  falling  prices  and 
reduce  or  eliminate  much  of  the 
anticipatory  buying — "beat  tomor- 
row's higher  prices" — that  has  fuel- 


Five  hundred  points  ago  (Forbes, 
Nov.  19,  1984)  I  made  the  then-gutsy 
call  that  the  DJI  could  hit  1988  by 
the  year  1988.  Judging  by  recent 
market  action,  I  could  be  too  low  or 
too  late.  Between  here  and  there, 
however,  the  index  is  going  to  have 
to  clear  some  big  hurdles  that  could 
easily  take  the  next  20-plus  months 
to  negotiate. 

A  number  of  fundamental  signs 
are  flashing  yellow,  all  but  unseen 
in  the  glare  of  today's  now  largely 
technical  advance.  One  such  indica- 
tor is  the  anemic  GNP  growth  regis- 
tered in  fourth-quarter  1985,  when 
the  disappointing  initial  estimate  of 
a  2.4%  gain  was  revised  downward 
to  a  mere  1.2%.  Regardless  of  what 
some  experts  say,  business  is  not  all 
that  robust,  and  those  forecasters 
looking  for  a  shot  in  the  national 
economy  from  an  inventory  buildup 
could  find  themselves  sorely  let 
down.  Consensus  1986  preliminary 
predictions  that  this  quarter  the  real 
GNP  will  grow  4%  to  6%  will  likely 
be  scaled  back  to  3%  or  so — more  in 
line  with  a  moderate  growth  out- 
look for  the  year  as  a  whole. 

No  good  news  from  personal  in- 
come, either,  which  actually  fell  in 

Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisor)'  and  portfolio  management 
firm  of  AC.  Brown  &  Associates. 


ed  this  recovery.  This  could  furth 
slow  sales,  which  are  already  shoj 
ing  signs  of  slowing  as  a  result  of  t 
satisfaction  of  much  of  the  earl! 
Eighties'  pent-up  demand.  Whj 
most  economists  are  focusing  c  } 
the  strung-out  financial  capabili 
of  many  consumers  to  contint 
their  buying  spree,  they  would  1 
well  advised  to  examine  what  cou 
be  a  growing  hesitancy  of  consun 
ers  to  spend  in  the  absence  of  an 
urgency  to  do  so. 

Other  caution  flags  have  starts 
to  fly,  adding  to  my  wariness  aboi) 
the  market's  ability  to  defy  corre 
tion.  New  durable  goods  orders  a} 
soft,  sales  of  existing  homes  are  flai 
tening,  productivity  gains  are  weal 
and  retail  sales  have  been  lacklu 
ter.  To  date,  the  market  has  take 
little  notice  of  the  bad  news,  es 
tending  its  rise  as  the  shorts  hurr 
to  cover  and  underinvested  mone 
managers  hasten  to  add  equities  C 
their  portfolios  prior  to  the  first 
quarter  performance  snow-and-tel 
These  props  could  continue  to  sup 
port  the  market  a  while  longer,  bi} 
the  investment  road  could  get  a  lil| 
tie  rocky  after  April  Fools'  Day. 

A  half-dozen  of  last  year's  recom 
mended  stocks  have  been  largel 
overlooked  in  the  recent  rush  to  th 
obvious  and  remain  very  much  i\ 
buying  range.  Conservative  invest 
tors  should  take  another  look  at  //. 
Heinz  (35).  For  the  fiscal  year  endin 
this  April,  Heinz  could  repor 
around  $2.20  per  share.  Next  yea 
$2.50  or  more  looks  possible. 

Quaker  Oats  (65)  is  singularly  at 
tractive  on  its  rising  earnings  anc 
doubly  appealing  as  a  possible  take 
over  candidate.  It  could  benefit  frorr 
lower  grain  prices,  and  earn  $4.4C 
per  share  for  this  fiscal  year,  up  from 
$3.76  last  year.  Also  interesting 
with  an  estimated  earnings  growth 
rate  of  15%  and  a  P/E  of  9,  is  Mary 
land  National  Corp.  (43,  o-t-c),  one  ol 
the  better-run  regional  banks. 

More  aggressive  investors  could 
do  well  in  Andrew  Corp.  (20),  the 
telecommunications  manufacturer/ 
installer  estimated  to  earn  $  1 .70  per 
share  for  the  fiscal  year  ending  in 
September  and  $2.40  for  fiscal  1987. 
Also  looking  good  is  Lotus  Develop- 
ment Cotp.  (24),  which  could  earn  as 
much  as  $2.75  per  share  in  1986. 

Speculators  take  note!  A/lied 
Bancshares  (16,  o-t-c)  is  selling  at  5 
times  this  year's  estimated  earnings 
of  $3  to  $3.10  per  share.  It's  a  Texas- 
oil-related  bank,  but  it's  looking 
mighty  sold-out  to  me.  ■ 
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You  can't  Jose  with  GOLFs 
TOTAL  MONEY  BACK  GUARANTEE! 


!  le  tips  and  techniques  you  discover  in 
[UP  Magazine  will  cut  strokes  off 

score.  We  guarantee  it! 
le  instructions  come  straight  from  the 
—golfs  all-time  great  winners  and 
y's  hottest  challengers  on  the  Tour.  And 

come  with  clear  photos,  vivid  illus- 
ons  and  diagrams.  To  teach  you, 
-by-step,  how  to  improve  your  game, 
i  tips  like  these,  you  can't  lose: 
hark  power— Greg  Norman's  simple 
eys  to  awesomely  long  drives 
low  to  sink  monster  putts,  by  putting 
izard  Ben  Crenshaw 
Jsing  the  hook  to  cure  your  slice, 
y  Teaching  Editor  Harry  Obitz 
Tie  Soft  Touch,  as  taught  by  the 
naster,  Ken  Venturi 


GOLF  gives  you  dozens  of  tips  like 
these  every  month.  One  of  them  is  bound 
to  be  the  one  you've  been  waiting  for. 

But  that's  not  all  there  is  for  you  to 
enjoy  in  GOLF. 

It's  all  here— new  equipment  and  how 
it  works. .  .new  fashions  on  the  course. . . 
Great  Moments  in  Golf. .  .pro  profiles. . . 
great  courses  around  the  world. .  .great 
golf  vacations  waiting  for  you  around 
the  country  and  around  the  world. 

The  world  of  golf.  The  joy  of  golf. 
There  are  a  hundred  reasons  why  you'll 
look  forward  to  receiving  your  issue 
every  month. 

Especially  when  you're  paying  the 
lowest  price  available: 

just  $857  for  a  full  year 


—62%  off  the  single-issue  price! 
And  you  get  "SHORTCUTS  TO 
THE  SHORT  GAME'^-free! 
(See  the  box  below). 

All  this— plus  GOLF's  simple,  total, 
money  back  guarantee:  If  GOLF 
doesn't  improve  your  game,  we'll 
refund  your  entire  subscription  price, 
no  matter  how  many  issues  you've 
received. 

You  can't  lose.  So  take  advantage  of 
this  special  offer  today.  The  best  game 
you've  ever  played  is  just  one  stroke  (of 
the  pen)  away! 

1-800-852-5000 

Toll-free  number  for  U.S.  orders  only. 


"SHORTCUTS  TO  THE 
SHORT  GAME" 
:rREE  with  your  subscription 


GOLF 

SHORTCUTS  TO 
THE  SHORT  GAME 


You'll  also  receive  our 
exclusive  guide, 
"SHORTCUTS  TO 
THE  SHORT  GAME" 
FREE!  Packed  with  all 
the  tips  and  techniques 
you  need  to  master  the 
short  game  in  short 
order.  So  don't  wait. 
Send  in  the  coupon 
now.  And  increase 
your  par  value. .  .with 
the  most  valuable 
investment  you  can 
make  in  your  game. 
GOLF  Magazine! 


GET  62%  OFF!  PLUS 

"SHORTCUTS  TO  THE  SHORT  GAME"  FREE! 

□  YES!  Please  send  me  one  year  of  GOLF  (12  issues)  for  just  $8.97*. 
A  full  62%  off  the  newsstand  price.  I  understand  that,  as  part  of  my 
subscription,  I  will  receive  the  special  YEARBOOK  issue.  Plus, 
•SHORTCUTS  TO  THE  SHORT  GAME"  FREE!  Packed  with 
invaluable  tips  and  tactics  for  improving  my  short  game. 


Send  no  money  now,  we'll  bill  you  later! 
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Subscribe  now  at  no  risk.' 
Mail  this  form  to:  GOLF  P.O.  Box  2757  •  Boulder.  CO  80322 


GOLF  MAGAZINE  S  TOTAL  REFUND  GUARANTEE 

GOLF  Magazine  will  help  you  play  better  golf  and  enjoy  it  more  or  your  subscription 
payment  refunded — all  of  it— no  matter  how  many  issues  you've  already  received. 


Please  allow  three  to  sin  weeks  for  delivery.  Basic  one-year  subscription  rale:  $15.94   *(Foreign  orders,  add  $4.00  for  postage.) 
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VAN  KAMPEN  MERRITT 

TAX  FREE 
HIGH  INCOME  FUND  INC. 


Growth  Stocks 
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EARN  A  TAX-EXEMPT  YIELD  OF 


MONEY  &  INVESTMENTS 


% 


8.25x=*  16.50 

TAX  FREE  TAXABLE 
If  you're  in  the  50%  bracket,  that 

means  you  would  have  to  earn 
16.50%  on  a  taxable  investment  to 
equal  this  tax-exempt  yield. 


KEY  ADVANTAGES: 

•  Daily  dividends  free  of  federal  tax* 

•  Monthly  distributions  paid  in  cash 
or  reinvested  at  the  next  determined 
net  asset  value. 

•  Easy,  daily  access  to  all  or  part  of 
your  capital. 

•  Affordable  investment  minimum. 

•  Managed  by  a  major  firm  of  municipal 
bond  analysts. 

Call  1-800-DIAL-VKM  Ext.  3003. 

We'll  rush  a  prospectus  which  includes 
information  about  charges  and  expenses. 
Read  it  carefully  before  you  invest  or 
send  money.  Call  today,  day  or  night. 

'Current  yield  is  determined  by  annualizing  the  monthly  distributions 
paid  per  snare  tor  the  1  month  ending  February  14, 1986  and  dividing  the 
result  by  the  average  maximum  public  offering  price  for  the  same  period. 
This  will  vary  because  of  changes  in  the  Fund  s  distributions  and  offering 
price.  A  portion  of  the  income  may  be  subject  to  state  and  local  taxes. 
Shares  may  be  redeemed  at  more  or  less  than  the  cost.  Tax  rates  may 
be  subject  to  tax  law  changes. 
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Are  you  one  of  the  millions  who  may 
need  to  pay  estimated  taxes?  If  you 
are  retired,  own  your  own  business, 
or  do  not  pay  your  tax  through 
withholding,  you  might  have  to  pay 
estimated  tax.  For  more  information 
contact  the  IRS  for  free  Publication 
505. 


A  PUBLIC  SERVICE  MESSAGE  FROM 
THE  INTERNAL  REVENUE  SERVICE 


Most  big-time  pros  wont  even  conside 
companies  whose  market  caps  are  tO( 
small  in  relation  to  their  pile  of  money 

RIGGED 


By  Kenneth  L.  Fisher 


The  whole  thing  is  nuts.  The  argu- 
ment as  to  whether  you  do  better 
buying  stocks  of  big  companies  or 
tiny  ones  has  raged  for  decades, 
mostly  peppered  with  nonsense. 
Some  guys  like  big  companies, 
thinking  they  are  safer  and  more  is 
known  about  them.  Others  prefer 
small  outfits — the  hope  of  catching 
the  next  ascending  Xerox  or  DEC. 
The  "small  fry"  fans  have  gained 
ground  since  tbe  1970s,  particularly 
when  University  of  Chicago  studies 
provided  solid  empirical  underpin- 
nings to  what  is  now  labeled  the 
"small-firm  effect." 

But  the  label  is  a  misnomer.  You 
see,  the  studies  were  mum  on 
"small  firms."  They  proved  some- 
thing else — that  small  market  capi- 
talization stocks  (price  times  total 
shares — the  market's  valuation  of 
the  whole  company)  have  outper- 
formed large  cap  stocks  over  the 
years.  But  even  a  moment's  thought 
tells  you  that  small  cap  doesn't  nec- 
essarily mean  small  fry. 

As  often  as  not  a  small  market 
cap  comes  from  a  good-size  firm 
with  its  stock  price  in  the  dumps.  A 
big  market  cap  can  come  from  a  big 
firm,  or  from  an  overloved  little  dar- 

Kenneth  L  Fisher  is  a  money  manager  based 
in  Woodside,  Calif.  HLs  book  Super  Stocks  is 
published  by  Dow  Jones  Irwin 
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ling  whose  sky-high  price  discoun 
Nirvana.  Confusing?  To  make  sens 
of  this,  start  by  considering  the  hie 
archy  of  market  caps. 

IBM  has  the  largest  market  cap- 
$90  billion.  There  are  about  35 
companies  that  the  stock  marke 
now  says  are  worth  $1.5  billion  o 
more.  What's  below  that?  Aboi 
1,300  businesses  valued  at  betwee 
$150  million  and  $1.5  billion  eac 
and  2,400  more  companies  value 
at  between  $15  million  and  $15 
million  each.  Finally,  there  are  ar 
other  5,000  actively  traded  issue 
valued  by  the  market  at  less  tha 
$15  million  each.  Simple  arithmetii 
shows  that  all  5,000  of  those  outfit 
added  together  are  worth  a  bunc 
less  than  IBM. 

Now  consider  how  institution 
money  managers  operate.  The 
tend  to  avoid  buying  more  than  2°/ 
or  3%  of  the  ownership  of  any  com 
pany.  Why?  To  avoid  illiquidit 
should  things  sour.  Next — and  th 
is  the  part  few  folks  reckon  with- 
money  managers  have  tremendou 
difficulty  buying  stocks  whose  mar 
ket  caps  are  a  lot  less  than  th 
amount  of  money  they  manage. 

Owning  those  stocks  is  a  manage 
rial  nightmare  and  can't  do  then 
much  good.  Imagine  a  $100  millioi 
money  manager  pondering  tin 
(say,  $20  million)  market  caj 
stocks.  Buying  2%  of  each, 
would  need  250  of  them  to  fill  hi 
fund.  He  probably  couldn't  even  re 
member  all  their  names.  And  sup 
pose  one  of  them  ended  up  a  rea 
winner,  rising  1,000%.  Since 
would  buy  only  $400,000  worth  of 
(2%  of  $20  million),  his  fund  woul 
rise  a  mere  3.6%.  So  why  waste  tht 
effort?  If  he  tried  instead  to  buy  onl) 
50  of  these  tiny  cappers,  he  woul 
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to  own  10%  of  each  firm  to  fill 
is  portfolio.  No  liquidity! 
big-buck  managers  concen- 
on  big  cap  stocks,  mainly  the 
with  market  caps  above  $150 
on.  Most  won't  even  consider 
hing  too  small  for  them.  I  run  a 
1  firm,  managing  only  $35  mil- 
and  even  I  can't  waste  time  on 
s  with  market  caps  below  $20 
ion.  If  I'm  limited,  think  of  the 
guys  with  billions.  Perverse 
true,  as  a  stock  and  its  market 
rise,  and  get  overpriced,  more 
more  money  managers  can  ini- 
y  consider  it.  If  you  always 
jght  the  market  was  rigged 
nst  the  small  guy,  think  again, 
rigged  against  the  biggies, 
a,  here's  the  trick.  Buy  unpopu- 
undervalued  stocks  of  good 
panies,  ones  with  market  caps 
are  low  in  relation  to  the  com- 
y's  size  and  a  tad  too  low  for  the 
buck  boys  to  ponder, 
s  more  folks  like  you  spot  the 
ain,  they  will  buy  it,  too,  along 
h  the  outfit's  customers,  corn- 
tors,  suppliers  and  hometown 
husiasts.  The  good  news  is  that 
hese  buyers  push  the  market  cap 
enough  for  megabuck  managers 
ake  notice,  it  will  still  be  cheap 
ugh  for  the  institutional  Goli- 
s  to  jump  on  the  bandwagon 
hout  breaking  its  wheels — and 
e  you  along  for  a  pleasant  ride, 
ant  proof?  Just  count  the  results 
m  the  annual  Forbes  500  feature 
o's  Where  in  the  Stock  Mar- 
t,"  which  ranks  the  performance 
stocks  over  the  prior  five  years, 
cently  I  participated  in  a  study 
sed  thereon,  examining  the  top  25 
i  rforming  stocks  from  each  of  the 
1st  five  years'  editions — 125  top 
linners.  We  calculated  their  mar- 
Kt  values  at  the  beginning  of  each 
i  those  five-year  periods.  It  turns 
(m  that  only  12  of  the  125  (15%) 
farted  their  five-year  streaks  with 
Larket  caps  of  less  than  $15  mil- 
pn;  none  started  with  market  caps 
|  over  $1  billion.  A  whopping  90 
2%)  started  at  between  $15  mil- 
on  and  $150  million.  Were  these 
utfits  tiny?  No  way.  The  average 
Dmpany  on  the  list  had  sales  of 
609  million.  They  were  good  com- 
anies  about  to  be  discovered. 
Here  are  three  undervalued  and 
ndiscovered  but  good  companies 
nth  market  caps  of  between  $15 
lillion  and  $150  million:  Grand 
uto  (20;  market  cap,  $61  million), 
'olumbus Mills  (56;  $89  million)  and 
losinee  Paper  (22;  $115  million).  ■ 


Share  in  the  rapid  growth  of  America's 
service  industries 


The  T.  Rowe  Price 
New  America 
Growth  Fund 

This  Fund  invests  in 
America's  service  industries 
such  as  financial  services, 
health  care,  travel  and  leisure, 
food  service,  airlines,  media,  and 
computer  software.  Since  1980,  stocks  of 
service  companies  included  in  the  S&P  500 
have  appreciated  55%  vs.  31%  for  the  non-service  part  of  this  Index. 

Minimum  investment  $1,000  ($500  for  IRAs).  No  sales  charges. 
Call  weekdays  8:30am  to  8pm,  Sundays  Jfifc^j 
10am  to  4pm  EST:  1-800-638-5660.    '  tt»  .  CSj8> 

Tlioweftice  BL 

Mail  to:  T.  Rowe  Price  Invest  With  Confidence  VLifik 

100  East  Pratt  Street,  Baltimore,  MD  21202 

Send  a  prospectus  with  more  complete  information,  including  management  fees  and 
other  charges  and  expenses.  I  will  read  it  carefully  before  I  invest  or  send  money. 

Also  send  information  for:  □  ERA    □  Keogh 


Name 


Address 


City  State 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  Member  SIPC 


Zip 


NA169 


Share  in  America's  growth:  call  1-800-638-5660 


HOW  MANY  TIMES 
DO  WE  HAVE  TO  BE 


PERFORMANCE  BEFORE 
YOU  LET  US  INVEST  FOR  YOU? 

Calvert  Tax-Free  Reserves 
Number  One  In  Yield  For  1985* 

Every  year  for  the  past  five  years,  Calvert  Tax-Free s  Money  Market  Portfolio  has  been 
one  of  the  five  highest  yielding  tax-free  money  funds  in  the  nation.  It  is  the  only  fund  with 
this  distinction.**  Compare  the  performance  of  your  tax-free  fund  or  the  after-tax  reduction 
on  your  taxable  investment  to  Calvert  Tax-Free  Reserves  and  then  make  the  smart  move. 

For  more  information  and  an  investment  prospectus,  call  toll  free  800-368-2748. 
In  metro  DC,  951-4820.  In  Maryland,  call  collect  301-951-4800.  Read  the 
prospectus  carefully  before  you  invest. 

*  MONEY  magazine  ranked  Calvert  Tax-Free 
Reserves  #/  in  1985  among  tax-free  money 
funds  with  assets  of  $100  million  or  more. 
**Donoghue's  Money  Fund  Report.  ® 

=  Calvert 
=  Group 

1700  Pennsylvania  Avenue,  N.W 
Washington,  D.C.  20006 


□  YES.  I  want  to  make  the  smart  move 
to  Calvert  Tax-Free  Reserves.  Please 
rush  me  an  investment  prospectus 


1  Name 

1  tidies 

Apt  # 

1  City 

|  Slate 

Zip 

2-8-3  I 

ORBES,  MARCH  24,  1986 


215 


Psychology  &  Investing 


MONEY  &  INVESTMENTS 


By  Srully  Blotnick 


Imagine  trying  to  read  a  page  of  print 
with  half  the  letters  missing.  Sending  it  in 
"serial"  form  helps  to  solve  the  problem. 

A  CALL?  FOR  ME 
OR  MY  COMPUTER? 


are  assembled  into  words,  numbers 
or  pictures,  depending  on  the  nature 
of  the  information  being  sent. 

Keep  in  mind  that  data  in  a  com- 
puter are  handled  in  parallel  form, 
say,  eight  bits  at  a  time.  But  data 
from  one  computer  to  another  are 
usually  sent  in  serial  form,  especial- 
ly if  the  second  machine  is  in  a 
distant  location.  So  there  obviously 
has  to  be  a  device  to  convert  parallel 
to  serial  at  the  first  machine  and 
serial  to  parallel  at  the  second.  It  is 
called,  naturally  enough,  a  "paral- 
lel-to-serial converter."  (Actually,  it 
can  transform  in  either  direction.) 

Once  the  data  are  in  serial  form, 
what  happens  next?  An  electronic 
device  takes  a  particular  frequen- 
cy— imagine  whistling  a  given 
tone — and  modifies  it  in  some  rec- 
ognizable way.  On  the  receiving  end 
the  modified  tone  can  be  demodi- 
fied  and  the  message  read.  Thus  the 
device  is  called  a  "modem" — wodu- 
latorAr/ewodulator.  Popular  mo- 
dems at  present  use  an  RS232C  in- 
terface. RS  stands  for  "recommend- 
ed standard,"  as  established  by  the 
Electronic  Industries  Association 
(EIA)  for  serial  transmission. 

The  world  of  computers  is  a  bina- 
ry one — inhabited  by  zeros  and  ones 
(high  and  low  voltage) — so  only  two 
signals  have  to  be  sent:  something 
representing  a  zero  and  something 
else  representing  a  one.  Once  the 
given  frequency — the  carrier  fre- 
quency— is  being  generated,  it  is  an 
easy  matter  to  go  up  a  little  (whistle 
the  next  highest  note  and  have  it 
stand  for  a  one)  or  go  down  a  notch 
and  have  it  represent  a  zero.  Speeds 
of  1,200  and  2,400  bits  per  second 
(bps) — and  even  9,600  bps — are 
common  for  modems  nowadays. 
The  higher  the  transmission  rate, 


With  office  automation  no  longer  a 
futuristic  concept  but  an  everyday 
reality,  people  in  business  need  to 
understand  some  terms  (many  of 
which  originated  in  telecommuni- 
cations technology)  once  used  only 
by  technical  types.  Since  that  tech- 
nology operates  behind  the  scenes 
(in  the  ceilings  and  floors),  people 
normally  tend  to  overlook  it. 

Two  easy  terms  worth  knowing 
are  "parallel"  and  "serial."  Over 
short  distances  it  isn't  all  that  hard 
to  send,  say,  eight  signals  simulta- 
neously over  eight  separate  side-by- 
side  (that  is,  parallel)  tracks.  But  it  is 
still  difficult  to  send  eight  signals  at 
the  same  time  over  long  distances 
and  have  them  received  the  same 
way.  That's  because  impurities  in 
the  transmission  medium  (copper 
wire,  coaxial  cable  or  optical  fiber) 
or  random  interference  from  a  vari- 
ety of  sources  can  significantly  af- 
fect the  speed  at  which  signals  ar- 
rive. Imagine  trying  to  read  a  page  of 
print  with  half  the  letters  missing. 

The  solution  most  widely  used  is 
to  send  the  signals  one  at  a  time — 
one  bit  after  the  other.  Then  they 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
just  published,  and  Corporate  Steeplechase: 
Predictable  Crises  in  a  Business  Career. 
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the  more  expensive  the  device 

In  an  office,  where  most  compi 
ers  are  close  together,  vastly  high 
transmission   speeds'  are  neede 
They  are  attained  using  Local  Arj 
Networks  (LANs),  such  as  Etherne 
More  than  1,000  computers  can  1 
connected  to  this  coaxial  cab 
LAN,  and  each  can  communica 
with  the  others  at  speeds  of  mo: 
than  10  million  bits  per  secon 
Even  higher  speeds — in  the  hui 
dreds  of  billions  of  bps  (the  gigabi 
per-second  range) — are  attainab 
using  optical  fibers.  That  will  go 
long  way  toward  preventing  logjarr 
in  large  organizations.  In  fact 
Walter  Kleinschrod  comments  i 
Critical  Issues  in  Office  Antoniatio 
(McGraw-Hill,  $28.95),  an  exceller 
new  book  for  business  readers  wit 
little  or  no  technical  backgrounq 
"The  so-called  intelligent  buildin 
has  become  the  hot  new  propertj 
among  commercial  realtors." 

Telephone  calls  used  to  be  har. 
died  in  a  busy  office  by  a  switch 
board  operator,  who  checked  to  sei 
whether  Harry's  line,  say,  was  free 
If  it  was,  the  caller  was  connected 
The  switchboard  was  called  a  Pri 
vate  Branch  Exchange — a  PBX 

It  was  inevitable  that  this  labor 
intensive  process  would  be  mecha 
nized.  The  result  is  called  a  PAB 
an  automated  PBX,  of  which  Cent 
trex  is  probably  the  best  known 
There  still  has  to  be  someone  at  thi 
switchboard  for  general  informa 
tional  purposes,  but  the  workload  i 
greatly  reduced. 

Converting  analog  sounds,  like 
the  human  voice,  to  digital  font 
allows  a  PABX  that  can  handle  digi 
tal  tones  to  send  and  receive  calls 
from  both  computers  and  people 
Small  wonder,  then,  that  the  digital 
PABX  has  become  such  a  hot  iterr 
in  the  minds  of  many  companies 
and  investors. 

That,  in  fact,  is  one  of  the  main 
reasons  for  the  merger  activity  and 
joint  venture  schemes  springing  up 
between  such  traditionally  separate 
domains  as  computer  companies  on 
one  side  and  telecommunications 
manufacturers  on  the  other.  The 
marriages  aren't  always  good  ones — 
clashes  in  work  styles  are  com 
mon — but  from  a  technological 
point  of  view,  they  make  increas 
ingly  good  sense.  Advances  on  this 
front  will  go  hand  in  hand  with 
steps  toward  automating  the  office 
further,  making  the  handling  of  pa- 
perwork and  files — information  of 
all  sorts — still  easier.  ■ 
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"For  the  first  time 
I  have  time." 


have  time  to  take  care  of 
self.  Time  to  care  for  others. 
>ht  now  is  the  most  worth- 
ile  period  of  my  life."  Mature 
lerica  has  never  felt  better. 
>out  themselves,  their 
intributions  to  society,  their 
portunities  for  personal 
)wth.  They  expect  more  out  of 
b,  and  they're  out  getting  it.  For 


twenty-six  million  mature 
Americans  beginning  a  new 
lifetime,  the  authority  on  what, 
where  and  how-to  is  Modern 
Maturity  Magazine.  Every  issue 
'Mini-Courses'  educate.  Travel 
stimulates.  From  places  around 
the  globe  to  places  around  the 
corner.  Modern  Maturity  helps 
mature  America  to  new  horizons. 


Hike?  New  gear 
lightens  the  load. 
New  campsite  cooking 
fuels  energy.  Fifty- 
and-beyond  is  the 
peak  of  life  for 
many  of  the  twenty-six 
million  who  read 
Modern  Maturity. 


jodern  Maturity  is  mature  America's 
ithority  on  beginning  a  new  lifetime.  It 
is  the  information,  stimulation,  education 
»  help  the  largest  and  fastest-growing 
larket  plot  their  life  course  to  get  the  most, 
live  back  the  most. 


i 


If  you  have  a  product  for 
mature  America,  isn't  it 

time  you  told  them  about  it? 
Contact  Peter  Hanson  at 
Modern  Maturity 

Magazine  (212)599-1880. 


Modern  Maturity, 

The  beginning  of  a  new  lifetime. 
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That's 
Special 


CORPORATE  REPORT 


IN  FORBES l 


Special  because  publicly- 
held  corporations  can  reach 
America's  most  important  in- 
vestors by  using  Corporate  Re- 
port Updates  in  Forbes. 

Appearing  once  each 
month,  Corporate  Report  Up- 
dates enables  companies  to 
announce  important  develop- 
ments to  the  astute  investors 
who  read  Forbes.  Moreover,  for 
added  impact,  this  Forbes 
advertising  service  is  posi- 
tioned in  the  popular  "Money 
and  Investments"  section  of  the 
magazine. 

Forbes  has  720,000  subscrib- 
ers and  a  total  readership  of 
over  two  and  a  half  million, 
88%  of  Forbes'  subscribers  own 
corporate  stock,  with  aver- 
age holdings  exceeding 
$551,000.  Over  half  are  in- 
volved with  helping  others 
make  investment  decisions. 

Corporate  Report 
Updates  in  Forbes  is  an  ad- 
vertising investment  your  com- 
pany can  profit  from. 

Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 
Corporate  Report  Updates 
Forbes  Inc. 
"ifth  Avenue 
ew  York,  NY  10011 
■>e:  (212)  620-2371 


Checking  the  spread  of  depression  rest 
on  the  shoulders  of  American  taxpayers 

SHAKESPEARE  HAD 
A  QUESTION  FOR  IT 


By  Ashby  Bladen 


To  bail  out  or  not  to  bail  out  a 
rapidly  increasing  part  of  the  rest  of 
the  world  .  .  .  That  is  the  question 
that  we  American  taxpayers  will 
increasingly  be  faced  with  over  the 
rest  of  this  century  if  we  hope  to 
keep  the  depression  that  began 
3V2  years  ago  in  Latin  America  and 
Africa  from  deepening  and  spread- 
ing. We  will  have  to  answer  it  at  a 
time  when  the  U.S.  is  itself  becom- 
ing a  major  international  debtor  as 
the  American  people  borrow  and 
spend  at  a  record  clip  to  support  a 
standard  of  living  that  we  no  longer 
earn  by  productive  effort. 

Neither  I,  nor  anyone  else,  can 
tell  you  exactly  how  the  debt  explo- 
sion will  end.  It  cannot  go  on  forev- 
er, but  just  which  default,  crisis  or 
revolution  finally  destroys  the  illu- 
sion that  we  can  borrow  and  spend 
ourselves  rich  is  unpredictable.  In 
1929  it  may  have  been  an  event  as 
insignificant  in  itself  as  the  discov- 
ery that  the  English  conglomerator 
Clarence  Hatry  was  a  fraud.  Of 
course,  the  fundamental  cause  of  the 
last  depression  was  the  fact  that  the 
debt  explosion  that  had  begun  in 
1914  could  no  longer  be  supported 
by  incomes. 

Ashby  Bladen  is  a  financial  consultant  and 
author  of  How  to  Cope  with  the  Develop- 
ing Financial  Crisis. 
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But  keeping  the  debt  explosioiln  tl 
going  is  getting  steadily  more  diffifcrs 
cult.  Consider  some  events  in  jusilatn 
one  recent  week:  hi 

•  Selling  by  necessitous  debtor  nee 
caused  the  price  of  oil  to  plunge  tol 
$15  a  barrel,  which  forced  Venezuel 
la  to  seek  a  moratorium  on  its  forlthi 
eign  debts  and  the  Mexican  nationa  la 
oil  company,  Pemex,  to  default.  low 

•  The  American  Farm  CrediJves 
System  reported  a  1985  loss  o.ltc, 
$2.7  billion,  and,  after  sweeping  thel 
problem  under  the  rug  for  the  lastlnci 
three  years  by  granting  informajlat 
moratoriums,  apparently  began  de  lly 
nying  new  credit  to  its  longest-term|nc 
defaulters. 

•  Mexican  President  Miguel  de  lain 
Madrid  Hurtado  joined  the  growing! 
debtor  countries'  rebellion  by  say-l 
ing  that  Mexico  would  not  continue! 
to  go  deeper  into  debt  just  to  pay  thel 
interest  on  its  existing  debts.  Manyln 
countries  have  already  defaulted  iral 
fact,  but  a  formal  default  by  as  big  aip 
debtor  as  Mexico  is  going  to  be  aw- 
fully hard  to  sweep  under  the  rug. 

Don't  be  fooled  by  the  popular  1: 
idea  that  inflation  is  going  awayT 
peacefully.  The  price  of  oil  is  going 
down — because  OPEC  had  pushed 
it  up  too  high.  The  oil-producing  | 
countries  with  large  but  poor  popu- 
lations, meanwhile,  borrowed  and 
spent  on  the  assumption  that  the 
price  could  only  go  up.  Now  they 
have  to  sell  their  oil  for  whatever 
they  can  get  in  the  attempt  to  keep 
their  debts  afloat.  But  the  fall  of  the 
dollar  will  push  up  the  prices  of 
almost  everything  else  we  import. 

And  don't  let  the  strong  stock 
market  fool  you.  Apparently,  the 
combination  of  human  nature  and 
easy  credit  requires  us  to  make 
complete  fools  of  ourselves  once  a 
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ation,  until  it  becomes  impos- 
to  ignore  the  fact  that  a  lot  of 
ebts  aren't  going  to  be  repaid, 
time  the  stock  market  peaked 
ept.  19,  1929,  the  day  before 

went  bust, 
fact,  we  are  caught  between  the 
tionary  pressure  of  excessive 
wing  and  spending  and  the  de- 
nary  pressure   of  excessive 
s.  If  the  forces  of  the  market- 
e  win  out,  we  are  in  for  another 
with  deflation  and  depression, 
only  reason  for  thinking  that 
outcome  may  be  different  this 
e  is  the  very  fact  that  the  last 
ncial  disaster  we  suffered  was 
ation  and  depression.  Avoidance 
leflation  and  depression  at  any 
-including  the  runaway  infla- 
that  many  countries  are  al- 
ly suffering — is  the  political  im- 
iative  of  the  late  20th  century. 
)f  course,   commonsense  pru- 
ce  would  long  ago  have  suggest- 
tiot  letting  either  our  national  or 
irld  prosperity  become  dependent 
(the  continuation  of  a  debt  explo- 
But  our  politicians,  and  the 
tnomists  who  advise  them,  have 
ested  interest  in  the  myth  that 
can  borrow  and  spend  ourselves 
th  under  government  sponsorship, 
ce  World  War  I  they  have  argued 
prosperity  can  be  maintained 
y  by  government  policies,  and 
ce  the  Depression,  government 
|licy  has  encouraged  excessive 
mowing  and  spending. 
[Only  now  are  the  mainstream 
onomists  beginning  to  realize 
lat  we  have  borrowed  and  spent 
urselves  into  a  major  problem — 
fitness  Walter  Heller's  column  in 
e  Feb.  28  Wall  Street  Journal.  And 
en  now,  they  do  not  realize  either 
at  excessive  borrowing  and  spend- 
g  were  the  cause  of  the  last  de- 
ession  or  that  the  latest  spree  was 
ie  result  of  policies  that  they 
lemselves  recommended.  Certain- 
Heller's  column  contains  no  hint 
:  mea  culpa. 

Now  that  the  debt  crisis  is  upon 
s,  politicians  and  economists  will 
y  to  keep  the  party  going  by  pour- 
ig  another  drink  out  of  the  govern- 
lent's  bottle  for  all  the  overextend- 
i  debtors  whose  own  credit  has 
3ne  dry.  But  he  who  pays  the  piper 
ills  the  tune,  and  from  now  on 
eeping  the  party  going  will  mean 
i  even  more  rapid  erosion  than  we 
ave  suffered  over  the  last  half-cen- 
lry  of  the  traditional  American  lib- 
rties  that  once  made  the  U.S. 
nique  among  the  nations.  ■ 


it 


Value  Line  Pinpoints. 


Or  how  to  be  a  Bull  and  a  Bear  at  the  same  time 

Among  the  1700  stocks  under  intensive  year-round  review  by  Value  Line's  80 
research  specialists,  only  111  now  offer  this  combination:  (Value  Line  1/3/86). 

•  Each  of  these  stocks  is  now  accorded  a  superior  rank  (Group  1  or  2)  by  Value 
Line  for  Probable  Market  Performance  in  the  next  12  months.  This  means  we 
think  they  will  give  stronger  price  performance  than  the  average  of  ail  1700 
stocks  no  matter  which  way  the  market  goes  during  the  year  ahead. 

•  Each  is  also  accorded  a  superior  rank  (Group  1  or  2)  by  Value  Line  for  Safety. 
The  Safety  rank  is  based  on  the  stock's  price  stability  and  the  company's 
financial  strength  (each  of  which  is  also  ranked  separately). 

In  the  opinion  of  Value  Line  research,  this  handful  of  stocks  offers  investors  some 
of  the  best  opportunities  to  capitalize  on  a  rising  market  in  1986  and—  at  the  same 
time—  retain  superior  protection  in  the  event  of  a  general  decline. 

Updated  Every  Week 

Every  week  Value  Line's  regular  Summary  &  Index  presents  up-to-date  ratings  of 
EACH  of  1700  stocks  relative  to  all  others,  as  follows  . . . 

a)  Rank  for  Relative  Probable  Price  Performance  in  the  Next  12  Months— ranging 
from  1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  yield  in  the  Next  12  Months  (100  stocks  offer  yields  of  8.2%  and 
up— Value  Line  1/3/86). 

d)  Estimated  Appreciation  Potentiality  in  the  Next  3  to  5  Years— showing  the 
future  "target"  price  range  and  the  percentage  price  change  indicated.  (100 
stocks  are  in  the  105%  to  545%  range— Value  Line  1/3/86)- 

e)  Current  price  and  P/E,  plus  estimated  annual  earnings  and  dividends  in  current 
12  months.  Also  the  stock's  Beta. 

f)  Very  latest  available  quarterly  earnings  results,  and  estimated  quarterly  earn- 
ings twelve  months  in  advance,  and  dividends,  together  with  year-earlier  com- 
parisons. 

In  addition,  each  of  the  1700  stocks  is  the  subject  of  a  comprehensive  new  full- 
page  Rating  &  Report  at  least  once  every  three  months— including  22  series  of  vital 
financial  and  operating  statistics  going  back  15  years  and  estimated  3  to  5  years 
into  the  future. 

Special  Bonus  Invitation 

You  can  receive  the  complete  Value  Line  Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  1 0  weeks  for  only  $50— about  HALF  the  regular  rate— 
if  no  one  in  your  household  has  subscribed  in  the  past  two  years. 


Take  advantage  of  this  special  introductory  offer — and  receive,  as 
bonuses  without  charge,  the  2000-page  Investors  Reference  Service 
and  the  "A  Subscriber's  Guide"  booklet,  which  explains  how  even 
inexperienced  investors  can  apply  thousands  of  hours  of  professional 
research  to  their  own  portfolios  by  focusing  on  only  two  unequivocal 
ratings,  once  for  Timeliness  (Performance  in  next  12  months),  the 
other  for  Safety. 


A  Subscriber's  Guide 
by 

Arnold  Bernhard 
Research  Chairman 


/Call  toll-free  ( 24  hrs.  a  day  7  days  a  week)  Ext.  281 

p   1-800-633-2252   MasterCard,  American  Express  or  Visa. 

The  Value  Line  Investment  Survey 


Value  Line,  Inc.,  711  Third  Avenue,  New  York,  N.Y.  10017 

Department  516L24 

INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for  $50 
to  The  Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me  the 
two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription  for 
$395  and  send  me  the  two  bonuses  listed 
above.  There  are  no  restrictions  with  this  annual 
subscription. 

(1 )  two  strong  binders  in  which  are  already  filed 
the  latest  full-page  reports  on  all  1 700  stocks. 

(2)  a  pocket-size  CREDIT  CARD  LCD 
CALCULATOR. 

There  are  no  restrictions  with  this  annual 
subscription. 

This  subscription  is  tax-deductible  and  non- 
assignable. Foreign  rates  upon  request. 
Allow  4  weeks  for  delivery. 


□  My  payment  is  enclosed.  □  Please 
charge  to:  □  American  Exp.  □  Master  Card 

□  Visa  Expiration  Date  

Account  #  

(N.Y.  residents  add  sales  tax.) 


Signature 


Name 


Address 


Apt  No 


City 


State 


Zip 
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Commodities 


MONEY  &  INVESTMENTS 


By  Stanley  W.  Angrist 


Currently,  the  cattle  market  is  being 
cleared  of  overweight  animals.  This 
brightens  the  prospects  for  higher  prices. 

TRIMMING  THE  FAT 


year.  The  report  confirmed  expecta- 
tions: We  now  have  the  smallest 
cattle  inventory  since  1963.  The 
"Seven  State  Cattle-on-Feed  Re- 
port," released  on  Feb.  14,  showed 
that  total  feedlot  population  on  Feb. 
1  was  down  7%  from  a  year  earlier. 
Traders  were  prepared  for  a  bigger 
drop  and  initially  sold  the  market 
with  a  vengeance. 

These  reports  all  tell  me  the  same 
thing.  Once  the  heavier-weight  cat- 
tle are  cleared  out  of  the  pipeline, 
higher  prices  are  on  the  way.  Phil 
Tiger,  who  publishes  a  newsletter 
that  tracks  spreads  in  all  of  the  com- 
modity markets,  has  found  a  trade 
that  logically  fits  with  these  funda- 
mentals. (For  information  write: 
Tiger  on  Spreads,  P.O.  Box  1414, 
McLean,   Va.   22101).   Tiger  has 


The  cattle  market  has  looked  sick 
in  recent  weeks.  Nearby  contracts 
have  been  weakest  because  there  is 
no  shortage  of  animals  ready  to 
come  to  market.  Heavier-than-pro- 
jected  slaughter — with  kill  levels 
running  3%  to  4%  ahead  of  last 
year — has  had  a  major  bearish  influ- 
ence on  cattle  market  participants. 
January  slaughter  records  show  that 
cow  kill  is  up  more  than  10%  from 
last  year.  Steer  and  heifer  kill  are 
running  2%  ahead  of  1985,  about  in 
line  with  expectations. 

There  were  9%  fewer  cattle-on- 
feed  on  the  first  of  January  in  13 
states  than  a  year  earlier.  That's  a 
smaller  number  on  feed  for  this 
time  of  year  than  in  any  of  the  last 
16  years  except  in  1982  and  1975. 
The  only  increases  from  last  year  in 
cattle-on-feed  were  in  the  heavy- 
weight groups,  steers  weighing  over 
1,100  pounds  and  heifers  weighing 
over  900  pounds.  There  were  15.5% 
fewer  steers  and  heifers  on  feed 
weighing  less  than  900  pounds. 

Meanwhile,  the  estimated  inven- 
tory of  all  cattle  and  calves  on  farms 
on  Jan.  1,  released  on  Feb.  10,  was 
bullish  for  cattle,  showing  a  decline 
of  4  million  head  from  this  time  last 


Stanley  W  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  obserrer  of 
the  commodity  markets. 


tracked  the  spread  of  long  Jun 
short  October  cattle  since  1969.  I 
found  that  the  spread  has  widen 
in  16  out  of  17  years. '(That  does  n) 
necessarily  mean  that  profits  woul 
have  been  made  in  16  of  17  yeai 
One  could  have  put  the  spread  oi 
thinking  it  was  as  narrow  as  it  w; 
going  to  get,  only  to  find  it  narro\l 
ing  further,  stopping  one  out  withl 
loss.  It  then  could  have  widene 
resulting  in  a  profitable  trade.) 

On  average,  the  spread  widen 
450  points  (ignoring  the  losing  ye, 
of  1985),  or  $1,800  from  its  lo 
point  (usually  occurring  in  the  Di 
cember  through  February  period)  t 
its  high  point  (generally  made  in  th 
April  through  June  period). 

Given  the  existing  fundamental] 
the  spread  is  worth  trying  this  yeal 
I  would  put  it  on,  with  June  at  ni 
more  than  a  350-point  premium 
October,  and  look  for  at  least 
250-point  profit  ($1,000  per  spread! 
That  means  I  expect  it  to  mak 
about  an  average  move  of  450  point 
or  so  from  its  low  point  of  17 
points  June  over  October.  I  wou 
risk  100  points  ($400  per  spreac 
from  my  entry.  The  margin  on  thi 
spread  is  $500,  while  the  round-tun 
commission  at  a  discounter  wouli 
be  around  $50. 

Another  way  to  play  this  spreat 
would  be  to  buy  the  June  60  call 
while  selling  the  October  60  call,  foi 
a  net  debit  of  100  points,  whici 
means  the  trade  would  cost  you 
$400  per  spread.  Look  for  the  spreac 
to  widen  by  at  least  150  points. 


Steering  for  profits 


The  table  shows  ten  years  of  the  June  versus  October  cattle  spread,  and  the 
consistency  with  which  it  has  widened.  Though  the  table  starts  with  1977,  the 
pattern  dates  back  to  1969.  Current  fundamentals  indicate  that  traders  could 
profitably  take  advantage  of  this  reliability.  (Note:  Under  the  "Spread  low" 
column,  a  minus  sign  means  that  June  was  selling  at  a  discount  to  October.) 


Year 

Date  of 
low 

Spread  low 
(points) 

Date  of 
high 

Spread  high 
(points) 

Maximum  net 
change  (points 

1977 

1/5/77 

-220 

5/2/77 

260 

480 

1978 

1/5/78 

-50 

5/31/78 

380 

430 

1979 

11/15/79 

-50 

3/22/79 

530 

580 

1980 

4/18/80 

15 

4/28/80 

290 

275 

1981 

1/28/81 

20 

4/29/81 

445 

425 

1982 

12/15/81 

100 

6/1/82 

980 

880 

1983 

11/26/82 

150 

4/11/83 

780 

630 

1984 

10/23/83 

230 

3/1/84 

590 

360 

1985 

6/1/85 

-300 

11/20/84 

450 

-750 

1986 

12/20/85 

170* 

1/27/86 

390* 

220* 

"To  date. 
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»rbes  Market/ 


IEAL  ESTATE 


DISTRIBUTORS  WANTED 


BUSINESS  OPPORTUNITIES 


EXECUTIVE  GIFTS 


RANCH— PRICE  RE- 

In  the  Upper  South  Fork  of 
lone  River,  Valley  is  Cody's 
:nt  guest  ranch,  dating  back  to 
tally  surrounded  by  National 
id  wilderness  area,  its  unique 
,  historic  furnishings,  and 
:  beauty  make  it  the  prime  real 
lding  in  the  valley.  The  price 
i  cut  in  half  by  its  current 
vho  overspent  to  bring  it  back 
rmer  grandeur.  A  once  in  a 
opportunity  to  own  the  very 
ntact  Exclusive  Agent  for  the 
Hall  &  Hall,  Inc.,  P.O.  Box 
i  llings,  MT  59103 
(406)  252-2155. 


HISTORIC 
NNESOTA  RESORT 

of  sugar  sand  beach  with  235 
licompassing  27  cottages  and 
dern  lodge.  Bank  says  sell  at 
I  terms. 

ack  Olivers  Realty 

it  Lakes.  MN  56501-0597 
218-847-3112 


your  own  40  acres.  Plen- 
game  in  these  hills! 
r  DO  and  up.  1%  down.  9% 
cing. 

Call  303-379-3263 

es  Wagon  Creek  Ranch 

Box  303 
.  Garland,  CO  81133 


ELLANEOUS  FOR  SALE 

VESTMENT  GEMSTONES! 
fRANTEED  LIQUIDITY!!! 

[itiolesale  catalog  Satisfaction  Gtd 
fyrs!  Member:  Jewelers  Board  of 
I  Chamber  Commerce.  American 

ade  Assn. 
)   HOUSE  OF  ONYX 

No.  One  Main  Street 
(Greenville,  Kentucky  42345 

OLL  FREE  1-800-626-8352 


FORBES  BINDERS 


SLIP  CASES 

OR  BINDERS 

In  red  and  gold 

leatherette 

Slipcase:  $5.95; 

three  for  $T7 

Binders:  $7.50; 

three  for  $21.75 

check  with  your  name  and 

address  to: 

SSE  JONES  BOX  CORP. 

Dept.  FB,  P.O.  Box  5120 

Philadelphia,  PA  19141 

)R  ADDITIONAL  INFORMATION 
WRITE  OR  CALL: 

UNDA  LOREN 
IBES  MARKET/CLASSIFIED 

Fifth  Avenue/New  York,  NY  10011 
(212)  620-2440 


NEW  PRODUCTS 
AVAILABLE 

We  are  an  established,  publicly-owned 
R&D  company  with  40  years  experience 
in  that  field  We  have  developed  more 
new  products  than  we  can  market,  and 
are  seeking  reliable  firms  capable  of 
marketing  proaucts  in  the  pharmaceu- 
tical, health-care,  medical  devices,  spe- 
cialty-chemical, and  cosmetic  fields 
Principals  only 

United-Guardian,  Inc. 

PO.  Box  2500 
Smithtown,  New  York  1 1 787 
(5 16)  273-0900 
TWX:  510-227-6230 


BUSINESS  OPPORTUNITIES 


15,000  businesses 
MSEB       from  coast 

~l'<^iHX  TO  COAST 

No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Toll  Free  800-327-9630 
V*/  in  Fla  call  800-533-4663 


BUSINESSES  FOR  SALE 

Last  month  we  had  a  71%  success  in 
matching  personally  inspected  sellers  with 
buyers  \0  OBI  IGATIOS' 

CALL  TOLL  FREE  1 -800-233-21 1 5 
„  IN  TEXAS  CALL  1  214  980-4865 


GREAT  WESTERN 

BUSINESS  EXCHANGE.  INC 


14114  Dallas  Parkway.  Suite  220 
Dallas.  TX  75240 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

With  a  bargain  sale  to  a  chanty,  our  cash 
purchase  +  your  income  tax  savings  give 
you  a  substantial  financial  return. 
Airplanes.  Real  Estate  &  Motor  Vehicles. 

AMERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


Operating  Part  I2I  Supplemental 
Charter  Air  Carrier  with  worldwide 
passenger  and  cargo  authority  seeks  in- 
vestors. Prefer  career-minded  cockpit 
crew  members  with  some  management 
potential.  Nearly  $20  million  revenue 
on  books  for  1 986.  Unlimited  future! 
Box  300.  60  Fifth  Avenue 
New  York.  NY  IO01 1 


SHARING 


IS  CARING 


GALL 
YOUR 


SHOTS 

If  you'd  rather  take 
charge  than  take 
orders,  owning 
an  American  Speedy 
Printing  Center  is  the 
unlimited  opportunity 
you're  looking  for. 

CALL  TOLL  FREE 
1-800-521-4002 


32100  Telegraph  Road 
Birmingham,  Ml  48010 


EMPLOYMENT  SERVICES 

HIRE  THE 
RIGHT  PILOT! 

Computer  pilot  selection  used  by  100  s  of  airlines 
&  corporations— 1 .000  s  of  Qualified  Pilots— 30 
Million  Flight  Hrs— 3,000+  Jet  Type  Ratings 
Low  Flat  Fee — Overnight  Service — Guaranteed 
Results  FAPA.  4291-J  Memorial  Dr  Atlanta  GA 
30032  Call  ext.  48 

1-800-JET  JOBS 


BOOKS/PERIODICALS 

TAKE  CHARGE! 

Be  strong  and  safe  wilh  people  and 
events.  Read  "50  Ways  to  See  Through 
People"  by  popular  author  Vernon 
Howard.  End  self-doubt,  be  confident. 
Practical  methods  for  calm  command  in 
office  and  home  Psychiatrist  Dr.  Jesse 
Freeland  urges,  "Discover  new  success 
in  human  relations  with  this  treasure 
chest"  Only  $1.  Write:  NEW  LIFE, 
Box  275,  Boulder  City,  Nevada  89005 


Remington  Bronzes 

The  Outlaw 

Full  size 

cast  from  $gQQ 
original 

with  purchase  of 
Remington  pure  bronze 
full  size  Mountain  Man 
or  Bronco  or  Rattlesnake. 
7  day  approval     Cd  .  ~_ 
Reg  $2175  Sale  *1475 
800-435-3545 
714-854-2999 
Whrttaker  Western  Bronzes 


ALL  NAME  BRANDS 

FAST-FRESH-CHEAP 

1-800-JR-CIGAR 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  W  |or 
state  widtMl  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd  .  Dept  O 
San  Francisco.  CA  94131        |41S|  S8S-41O0 


AIRLINE  CONSULTANTS 


AIRLINE 
MANAGEMENT 
CONSULTANTS 

•  DOT  CERTIFICATION 

•  FAA  CERTIFICATION 

•  ROUTES  &  EQUIPMENT 

•  AIRPORT  ACCESS/LEASES 

•  FINANCING  &  INSURANCE 

•  INTERLINE  AGREEMENTS 

•  RESERVATIONS  SYSTEMS 

•  MAINTENANCE  SYSTEMS 

•  ACCOUNTING  SYSTEMS 

Airline  STARTUP  and 
CONTINUING  support. 
HANDS-ON  experience 
founding  and  managing 
SUCCESSFUL  AIRLINES 
since  1978.  615-970-4490. 
Metro  Airport  Alcoa  TN. 


COMPUTERS 


TANDY-EPSON 


Our  10th  year  of  DISCOUNTS 
Ed  or  Joe  McManus 
Fgt.  Prepaid  Save  Tax 
a,      Toll  Free  800-231-3680 

fill  (TlflRYmflC  INDUSTRIESINC 

22511  Katy  Fwy 
Katy  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


Forbes:  Capitalist  Tool" 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


litTtrniiiTiTiinnmsimii 
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Streetwalker 


acres 


leanv 


Whispers  on  Mobil 

Streetwalker  has  learned  that  a 
well-known  Wall  Street  heavy  has 
been  quietly  building  a  stake  in  Mobil 
Corp.  Everyone  knows  the  company's 
problems.  But  our  source  notes  that 
Mobil  has  cut  its  debt  by  about  $1.9 
billion  and  put  moneyloser  Mont- 
gomery Ward  up  for  sale.  Other  assets 
that  could  be  sold  include  Mobil's 
chemicals  and  paperboard  packaging 
businesses,  as  well  as  real  estate. 

But  what  turns  on  our  investor  is 
his  belief  that  management  feels  vul- 
nerable and  will  soon  do  something 
good  for  shareholders.  One  possibility 
is  a  master  limited  partnership,  simi- 
lar to  Unocal's  Union  Exploration 
Partners,  that  would  put  some  cash 
shareholders'  way.  Another  possibili- 
ty, says  our  source,  is  a  sizable  share 
buyback  similar  to  CBS'  last  year.  No 
guarantees  here.  But  the  stock,  at 
around  29,  is  again  selling  where  it 
was  in  January,  with  oil  at  $25  a  bar- 
rel. And  the  yield  is  7.6%,  while  the 
patient  investor  waits. — Thomas  Jaffe 


Gassing  up 

Another  high-yielding — 6.3% — en- 
ergy stock  that  caught  Street- 
walker's eye  is  Arkla,  Inc.  In  1985 
shares  of  the  gas  pipeline  operator  ran 
to  24  on  takeover  rumors.  But  no  deals 
appeared,  and  Arkla  fell  back  to  the 
teens.  Then  last  month  Arkla  made  its 
own  $305  million  acquisition,  buying 
MidCon's  2,200-mile  Mississippi  Riv- 
er Transmission  system  (MRT).  The 
Street  yawned.  Recent  price:  17. 

Wake  up,  investors,  says  analyst 
Alan  Gaines  of  New  York's  Gaines, 
Berland  Inc.  Arkla's  gas  reserves  are 
among  the  lowest-cost  and  longest- 
lived  in  the  industry.  But  what  good 
are  cheap  reserves  if  you  can't  sell 
them?  Without  MRT,  Arkla's  market 
was  limited  mainly  to  Arkansas  and 
Louisiana.  With  it,  Arkla  can  sell  to 
St.  Louis  as  well.  And  thanks  to  the 
Federal  Energy  Regulatory  Commis- 
sion's new  order  436,  which  opens 
pipeline  systems  to  common  carriage, 
MRT  could  give  it  indirect  access  to 
the  Chicago  market.  With  MRT  to 
move  gas,  Arkla  can  even  afford  to 
cancel  a  new  15-year  contract  to  feed 
gas  into  the  Sonat  system. 

Gaines  says  all  this  will  boost  Ark- 
la's cash  flow  sharply,  perhaps  to 
c3.50  per  share,  up  almost  20%  from 
t  year.  If  the  weather  takes  a  nasty 


turn,  earnings  will  probably  come  in 
at  $1.50,  vs.  $1 .41  net  last  year.  In  that 
case  management  might  kick  up  the 
dividend,  currently  $1.08.— T.J. 


How  to  buy  cigarettes 

ror  $2.50  you  can  buy  two  packs  of 
cigarettes  (Streetwalker  writes 
from  heavily  taxed  New  York).  Or  for 
$2.20  you  can  buy  an  ADR  in  Roth- 
mans  International,  the  $2.3  billion 
(sales)  London-based  cigarette  maker. 
ADRs  are  certainly  better  for  your 
physical  health.  Drexel  Burnham 
Lambert's  Arthur  Kirsch  thinks  they 
may  be  better  for  your  financial 
health  as  well. 


A  Rothmans  brand 

The  ADRs  are  better  J or  your  health. 

Rothmans  has  315.4  million  shares 
(its  ADRs  trade  o-t-c).  Philip  Morris 
owns  about  a  third;  South  African  in- 
dustrialist Anton  Rupert  owns  anoth- 
er third.  Rothmans  has  been  hurt  late- 
ly by  the  expense  of  reorganizing  its 
U.K.  operations.  A  Canadian  beer  war 
has  also  bruised  its  Carling  O'Keefe 
brand.  Kirsch  is  looking  for  ADR  earn- 
ings of  35  cents  a  share  for  the  fiscal 
year  ending  March  1987 — up  20% 
from  his  estimate  for  the  year  just 
ending  but  still  only  level  with  1984. 

So  why  buy?  Kirsch  reminds  us  the 
U.K.'s  Hanson  Trust  and  United  Bis- 
cuits are  in  a  war  over  Imperial  Group, 
another  U.K.  tobacco  giant.  United's 
bid  is  now  up  to  $3.6  billion,  valuing 
Imperial  at  better  than  12  times  esti- 
mated 1986  earnings.  Kirsch's  point: 
Sometime  during  the  next  six  months  a 
lot  of  Imperial  money  will  be  reinvest- 
ed in  other  tobacco  stocks.  British 
American  Tobacco  (recent  price  for  its 
Amex-traded  ADRs:  $5.25)  trades 
around  seven  to  eight  times  likely  1 986 


earnings,  similar  to  Rothmans. 
B.A.T  ADRs  arc  up  60%  over 
last  18  months,  twice  as  muc 
Rothmans'.— T.J. 


ne 


k 

Churn  it  again,  Sam 

Stung  by  their  messy  foray  into  n 
agement  since  acquiring  SccLj 
last  year,  it  appears  the  Belzberg  bn 
ers — Sam,  Hyman  and  William- 
back  to  trading  minority  stakes  in  c 
panies.  Safer  that  way.  Streetwa! 
has  learned  of  a  new  Belzberg  posit: 
Litton  Industries,  in  which  family 
tercsts  may  own  slightly  over 
although  some  of  that  may  have  bi 
traded  in  recent  days. 

Some  rumormongers  suggest 
Belzbcrgs  will  team  with  an  ally  in 
ested  in  Litton's  defense  electror 
business,  and  will  offer  to  buy  Ti 
dyne's  26.7%  stake  in  Litton  for  o) 
$100  a  share.  That  strikes  us  as  fan 
ful.  The  Belzbergs  are  Canadians, 
defense  contractors  cannot  easily 
owned  by  foreigners.  The  likelier  b 
er  for  Teledyne's  stake  would  be  t 
ton  itself.  It  has  around  $1.6  billion 
cash,  some  $60  a  share.  Net  c 
around  $500  million  advanced  by  S;L) 
di  Arabia  for  a  missile  control  systt 
Litton  is  installing,  and  there  si 
would  be  plenty  to  buy  in  stock. 

Nor  do  Litton's  fundamentals  ma 
it  particularly  attractive.  John  Sim 
of  Los  Angeles'  Seidler  Amdec  Secu 
ties  thinks  it  will  earn  over  $7  a  shs 
in  fiscal  1986  (ending  July)  and  abc 
the  same  in  fiscal  1987.  Recently 
84  'A,  the  stock  was  selling  at  12  tim 
earnings,  the  market  multiple.  Sim 
dismisses  some  new  cash  flow  an; 
yses  promoting  the  stock  as  "fan 
intellectual  exercises." — T.J. 


Off  and  running 

If  racetrack  stocks  were  horses,  Lt 
Angeles'  Hollywood  Park  Cc 
would  be  a  nag.  Even  after  $30  millic 
of  improvements,  Hollywood  Park 
oval  is  distinctly  downmarket  con 
pared  with  local  rival  Santa  Anii 
track.  Last  year  the  $70  million  (sale 
company  earned  $1.83  a  share,  v 
$2.17  in  1984.  California's  new  lo 
tery  could  crimp  the  handle  further. 

But  Alex.  Brown  &  Sons  real  estat 
analyst  Robert  Frank  thinks  Holl) 
wood  Park  could,  as  they  say,  su: 
prise.  In  1984  Hollywood  Park  pai 
$58  million  for  Los  Alamitos,  a  loc£ 
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ss  racing  track.  It  is  situated  on 
cres  near  Disneyland.  The  pur- 
worked  out  to  around  $4.50  a 
e  foot.  But  two  choice  25-acre 
Is  already  have  sold  for  $12  and 
square  foot. 

anwhile,  taxpayers  are  giving 
riginal  335-acre  Hollywood  Park 
a  boost  in  the  form  of  a  new 
ay,   now  under  construction, 
will  allow  prospective  railbirds 
sr  access  to  the  track, 
dd  it  all  up,  says  Frank,  and  Holly- 
d  Park's  underlying  real  estate  is 
)ably  worth  between  $35  and  $50 
share,  after  deducting  the  com- 
y's  heavy  (more  than  $90  million) 
t  load.  A  nice  premium,  that,  to 
stock's  recent  price  of  203/4. 
re's  no  knowing  when,  or  if,  63- 
r-old  Marjorie  Everett,  who  con- 
s  some  14%  of  the  3.8  million 
c  shares,  and  her  board  (its  mem- 
s'  average  age  is  72,  including  Cary 
t,  82)  will  move  to  realize  the 
e.  But  the  current  yield  of  7.7% 
ens  the  cost  of  waiting. — T.J. 


e  value  below  Belo 

H|?  hile  the  recent  market  surge 
■  raised  most  media  stocks  to  new 
|;hs,  Dallas'  A.H.  Belo  Corp.  is  down 
(around  51,  11%  off  its  12-month 
|*h.  First  Boston  analyst  Richard 
facDonald  argues  this  marks  a  buy- 
h  opportunity  for  the  $385  million 
Ides)  publisher  and  broadcaster. 
Belo's  problems?  Prolonged  soft- 
ss  in  its  main  markets,  Dallas  and 
buston.  But,  MacDonald  reminds 
L  Belo  is  more  than  Texas.  In  1984  it 
id  $501  million  for  Dun  a  Brad- 
reet's  six  TV  stations.  After  some 
lick  trading,  it  ended  up  with  sta- 
ons  in  Sacramento,  Tulsa,  and 
ampton-Norfolk,  Va.,  KHOU,  Hous- 
>n's  CBS  affiliate,  plus  one  holdover, 
le  ABC  affiliate  in  Dallas  (WFAA). 
KHOU  has  been  a  slow  turnaround. 
:lo  has  put  a  lot  of  money  into  repro- 
amming  and  restaffing.  MacDonald 
:lieves  solid  progress  will  be  booked 
lis  year.  Overhead  and  debt  will  con- 
tiue  to  fall.  Though  cash  flow  will  be 
>wn  this  year,  it  should  be  back  over 
L50  a  share  in  1988  on  MacDonald's 
:ry  restrictive  definition.  Mean- 
hile,  Belo's  Dallas  Morning  News  has 
huge  lead  over  Times-Mirror's  Dal- 
s  Times  Herald — part  of  the  reason 
acDonald  expects  earnings  to  grow 
a  compound  21%  through  1990. 
lould  Belo's  management  fail  to 
irn  things  around,  there  is  no  lack  of 
edia  and  entertainment  people  ea- 
r  for  the  chance  to  try. — T.J. 


IN  PARADISE 

An  island  paradise  that  offers 
jLx.  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
'  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  12  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1001 1 
or  call  212/620-2461. 


Vanguard  minimizes  taxes,  maximizes  safety. 


INSURED  MUNICIPAL 

BOND  FUNDrTAXFREE  INCOME, 

TRIPLE-A  RATING. 


Now  you  don't  need  to  pay  a  sales 
commission  to  get  the  safety  and  high 
yields  offered  bya  portfolio  of  insured 
municipal  bonds.  Because  \anguard  has 
added  the  Insured  Long-Term  Portfolio 
—a  tax-free  bond  fund  that's  both 
insured  and  no-load. 

The  Portfolio  invests  in  insured 
long-term  municipal  bonds.  Such  bonds 
are  rated  AAA.  So  there's  potential  for 
high  tax-free*  yields  plus  a  guarantee  of 
timely  payment  of  principal  and  interest. 
The  insurance  coverage,  which  is 
explained  fully  in  the  prospectus,  does 
not  protect  the  share  price  against  nor- 
mal market  fluctuations  caused  by 
changes  in  long-term  interest  rates. 

Other  features  include: 

•  Unlimited  free  checkwriting  for  $250 
or  more. 

•  Toll-free  exchange  and  redemption  at 
the  then-current  net  asset  value. 

•  Minimum  initial  investment  of  $3,000. 

•Income  is  100%  free  from  Federal  income  tax  but  may  be 
subject  to  state  and  local  taxes. 


Call  1-800-662-SHIP 

Ask  for  our  free  Insured  Long-Term 
Portfolio  Information  Kit.  Or  send  the 
coupon  below. 

In  Philadelphia,  visit  our  Invest- 
ment Center  at  1528  Walnut  Street. 

^""vanguard  Insured  Long-Term  Portfolio"" ^ 
Investor  Information  Dept.  58 
Valley  Forge,  Pennsylvania  19482 

Please  send  me  your  free  Insured  Long-Term 
Portfolio  Information  Kit,  including  a  prospec- 
tus which  I  may  read  before  I  invest  or  send 
money.  I  understandlhat  it  contains  complete 
information  on  advisory  fees,  distribution 
charges  and  other  expenses.  Also  send  infor- 
mation on  □  IRA  (71)  □  Keogh/Pension(70). 

Name  


Address  . 
City  


State  - 


-Zip- 


FB-V6-083 

TH^feuvaiardGROUP 

«^OF  INVESTMENT  COMPANIES 
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Forbes  /  Index 

Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 
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Abbott  Laboratories    178 

Accor  210 

Aetna  Life  &  Casualty    120 

H.F.  Ahmanson   207 

Allied  Bancshares  212 

Allied-Signal    176 

Amcap  Fund   94 

American  Can   30 

American  Capital  Management  & 

Research  30 

American  Express    194,  210 

American  Express  (Shearson 

Lehman  Brothers]   30,  207 

American  General    30,  227 

Amencan  Greetings   88 

AmeriTrust   14 

Amgen    176 

Anchor  Hocking   172 

Arthur  Andersen    112 

Andrew   212 

Angel   185 

Arkla   222 

Armco   46,  50 

Ashkenazy  Enterprises    12 

AT&T    190 

Atheneum   19 

Ballantine  Books    194 

Banc  One    138 

Bank  Network  News   142 

BankAmerica    14,  137 

Bankers  Trust  N.Y   137 

Bateman  Eichler,  Hill  Richards  207 

Bayer  A.G   178 

Beatrice  (Avis  Rent  A  Car)    194 

A.H.  Belo   223 

Beker  Industries    112 

Beverly  Hills  Savings  &  Loan   12,  112 

Bevill,  Bresler  &  Schulman    122 

Birr,  Wilson   30 

Blue  Ridge  Farms   8 

Boeing   8 

Bougainville  Copper  210 

Boyden  Associates   190 

British  Amencan  Tobacco  222 

British  Caledonian  Airways   9 

Broadcasting    131 

Tlx  Brookings  Review   68 

A!i;x.  Brown  &  Sons   142,  222 

Bryan,  Cave,  McPheeters  &.  McRoberts    117 

Burlington  Northern    126 

Burroughs    106 

Cabin   210 

Campbell  Soup   8 

Canon   „.  90 

Capital  Cities/ ABC    40,  131,  194,  223 

CBS    56,  222,  223 

CBS  (Masterworks)   185 

Cedar  Valley  Line   126 

Chapman  &  Associates    131 

Chase  Manhattan   137,  138 

CheckRobot  9 

Chemical  New  York   137 

Chicago  Bears    10 

Chicago  Central  &  Pacific  Railroad   126 


Chrysler    8,  20,  144,  176 

Citicorp   137 

CityFed   207 

CLC  of  America    112 

Coca-Cola    173 

Coleco  Industries    18 

Colgate-Palmolive   172 

Colonial  Government  Securities  Plus 

Trust  30 

Columbus  Mills   214 

ComCapital  Group    131 

Commercial  Credit   227 

Comp-U-Card    138 

Conrail   126 

Consoltex   .174 

Consumer  Reports  8 

Continental  Illinois    14,  137 

Coopers  &  Lybrand    112 

Corning  Glass  Works    172 

Cowen  50 

Crocker  Bank  82 

Crush  International    173 

CutCo  Industries   84 

D'Arcy  Masius  Benton  &  Bowles    172 

Dart  Drug  Stores   .'  98 

Darty  Fils   210 

Dataquest   90 

Del  Monte    173 

Deloitte  Haskins  &  Sells   102 

Delphinance  Development   82 

Delta  Air  Lines  34,  184 

Denon    185 

Digital  Equipment   214 

Walt  Disney  Productions   106,  222 

Doubleday    131 

Dow  (ones  (Wall  Street  Journal)   195,  218 

Doyle  Dane  Bernbach    190 

Dresser  Industries    10 

Drexel  Burnham  Lambert   222 

Dreyfus   30 

Drysdale  Government  Securities   112 

Du  Pont    176 

Dun  &  Bradstreet   223 

Duncan  Media  Enterprises    131 

Eastern  Air  Lines  34,  112 

Eastman  Kodak   90 

Egon  Zehnder  International   9 

Emmis  Broadcasting    131 

Enka    174 

Erato   185 

Fantastic  Sam's    84 

Farley  Metals  46 

Fedders   171 

Financial  Corp  of  America    204,  207 

Financial  Times  9,  1 95 

Fireman's  Fund  Insurance    19 

First  Boston   223 

First  Chicago    138 

First  Financial  Management   142 

First  Interstate  Bank  of  California   82 

First  National  Bank  of  Chicago   14 

First  Railroad  &  Banking   142 

Florida  East  Coast  Railway    126 

Ford  Motor   106,  176,  198 


Foster  Grant   

Fotomat   

Franklin  Custodian-U  S.  Government  ... 

Fu)i  Heavy  Industries  

Fuji  Photo  Film   

Fujisawa  Pharmaceutical   

Gaines,  Berland   

The  Gap   

The  Gartner  Group   

General  Dynamics   

General  Electric    9,  98,  126,  131 

General  Motors    56,  142, 

General  Re  

Glaxo  Holdings   

W.L.  Gore  &.  Associates   

Government  National  Mortgage 

Association   30, 

Grand  Auto  

Grand  Metropolitan  (Intercontinental 

Hotels)  

Grantham,  Mayo,  van  Otterloo   

Great  Midwestern  Ice  Cream   

Growth  Stock  Outlook   

Grumman   

G.  S.  Grumman   

Gulfstream  Aerospace   

Hallmark   

Hanson  Trust   

Harley-Davidson  Motor   

H.  J.  Heinz   

Helly-Hansen,  U.S  

Highland  Express   

Hilton  Hotels   

Hollywood  Park   

Home  Federal  S&L  of  San  Diego  

Honda  Motor   

Hoogovens  

Hormel  

Hughes  Tool   

Hulbert  Financial  Digest  

E.F.  Hutton   30, 

Hyundai   

ibca  

IBM    106,  142, 

IC  Industries  

Imperial  Group  

Inter-Venture   

International  Harvester   

International  Trading  Group   

C.  Itoh  

ITT   

(anus  Fund   

Johnson  &  Johnson    17,  176, 

K  mart  98, 

Kaufhof   

Orval  Kent   

Keymarket  Group   

Kimberly-Clark   

Komshiroku  Photo  

Kroger   9, 

Laker   

J.K.  Lasser  

Legacy  Broadcasting  

Leifhet  


224 


FORBES,  MARCH  24,  1986 


illy   178 

Iroadcasting   131 

er  Analytical  Services   30,  206 

in  Industries   222 

d's  of  London  20 

Star  Steel   46 

is  Development   212 

e  Enterprises  82 

icChef    171 

rite  Communications    131 

ihattan  Fund  30 

ufacturers  Hanover    137 

ion  Laboratories   178 

keting  Images   9 

shall  &  Ilsley    142 

dand  National  212 

i    194 

onald's   68 

Donnell  Douglas   176 

Graw-Hill   216 

Graw-Hill  (Standard  &  Poor's)    195 

;orp   142 

lion  Bank    117,  142 

rrell  Dow   20 

mil  Lynch           40,  56,  131,  138,  171,  194 

sa  Petroleum   25 

M/UA   20 

dCon  222 

dlantic  National  Bank   117 

dwest  Energy    126 

dwest  Stock  Exchange   122 

innesota  Mining  &.  Manufacturing    176 

nute  Maid    1 73 

ttsubishi   90 

L  Media  Partners    194 

obil   222 

oody's  Investors  Service    137 

3.  Morgan    137 

torgan  Stanley    50,  90,  122 

iosinee  Paper   214 

itional  Geographic    94 

euberger  &.  Berman  Management   30 

ews  Corp  (Metromedia)    131 

nvsweek   68 

ew  York  Times   194,  195 

ewport  Phamaceuticals 

International    10 

oritsu   90 

orthland  Aluminum  Products   172 

orthwest  Industries   46 

TN  Communications   40 

uclear  Support  Services   94 

iseau   185 

livetti   90 

verland  Sheepskin    74 

line  Webber   122 

irk  Communications   131 

:ko  Wallsend  210 

:nn  Central   46 

:ople  Express  8,  34,  126 

:psiCo   173 

:rdue  Farms  8 

:ugeot   210 

izer   178,  200 


Pharmchem  Laboratories   14 

Philip  Morris   222 

Playtex    172 

Plenum  Publishing   94 

Polaroid  206 

Polygram  Records    185 

Price   206 

Price  Communications    131 

T.  Rowe  Pnce  Associates   30 

Price  Waterhouse    112 

Prudential  Insurance    120 

Quaker  Oats   212 

Radio  Advertising  Bureau   131 

Paul  R.  Ray    190 

Raytheon    171 

RCA    131,  185 

RCA  (NBC)   200 

Reebok  International   206 

Rheinwest  Electric  210 

Rockwell   171 

Rothmans  International   222 

L.F.  Rothschild,  Unterberg, 

Towbin   50 

Rowe  Price-Fleming  International   210 

Royal  Business  Machines    90 

Rubber  Maid   210 

Rubbermaid    172 

Running  Press    19 

Salomon  Brothers   10 

Sankyo    178 

Santa  Anita  222 

Santa  Fe  Southern  Pacific  (Atchison, 

Topeka  &  Santa  Fe)    126 

Sanwa  90 

Schroder  Capital  Management   210 

Sconnix  Broadcasting   131 

Scovill   222 

Sears,  Roebuck  (Dean  Witter)   30 

Security  Pacific   82,  138 

Seidler  Amdec  Securities   222 

Sensormatic  Electronics   9 

Seven  Tables   194 

Sharp  90 

Shawmut  Mills   174 

Sherwin-Williams   98 

Siegel,  Mendlowitz  &  Rich    184 

Singapore  Airlines   210 

Singapore  Land    210 

Small  World  Greetings   88 

Smith  Barney,  Harris  Upham   98,  200 

Smith  International    10 

SmithKline  Beckman    178 

Smithsonian    18 

Sonat   222 

Sony    131 

Southern  California  Edison    200 

Southern  California  Savings 

&  Loan    12 

Southwest  Airlines   34 

Sperry   106 

Sports  Illustrated   18 

SquirtCo    173 

Standard  Register   94 

Stephens    142 


Sterling  Drug    178 

Stress  Management  Vacations 

International    184 

Sunkist  8 

SuperCuts   84 

Systematics    142 

Taft  Broadcasting    131 

Takeda  Chemical  Industries    178 

Tanabe  Seiyaku    178 

Tandem  Computers   206 

Telarc   185 

Teledyne   222 

Templeton  International   30 

Tenneco    198 

Texas  Air   34,  112 

Texas  Air  (Continental  Airlines)    126 

Texas  Commerce  Bancshares    14 

Thoratec  Laboratories    174 

Tiger  on  Spreads  220 

Time  Inc    174 

Time  Inc  (HBO)   42 

Times-Mirror  223 

Tokyu   210 

Toray  Industries    174 

Tower  Records   185 

Toyama  Chemical   178 

Trans  World  Airlines   34 

Tribune  Broadcasting   194 

Turco  Coatings   1 17 

Twentieth  Century  Cos  206 

UAL   34 

Union  Bank  &  Trust   142 

Union  Pacific   126 

United  Biscuits  222 

Unocal   222 

Value  Line   206 

Van  Kampen  Merntt  funds   30 

Vanguard  Group   30 

Verve   185 

Viacom  International  (Showtime/The  Movie 

Channel)  42 

Virgin  Atlantic   8 

Visa    138 

Volkswagen   90 

Waddell  &  Reed   206 

Wallace  Computer  Services  94 

Warner  Communications    185 

Warner-Lambert    178 

Washington  Post   98,  195 

Western  Capita!  &  Securities  40 

Western  Mining   210 

Western  Savings  &.  Loan    12 

Wheeling-Pittsburgh   46,  198 

Whirlpool   171 

White  Consolidated    171 

Whitney  Communications    195 

Wilmington  Medical  Center    137 

F.W.  Woolworth   40 

Xerox  90,  214 

Yamanouchi  Pharmaceutical    178 

Arthur  Young    112,  194 

Yugo  America  8 

Zavodi  Crvena  Zastava    8 

Ziff    194 
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If  you  knew  what  they  know, 
would  you  do  what  they  do? 


More  than  any  other  single  force  on  earth,  groups,  classrooms  and  community  centers- 

America's  foreign  policy  will  determine  what  kind  of      participated  in  our  Great  Decisions  program, 
world  we  and  our  children  live  in.  The  Great  Decisions  book  provides  objective 

And  every  one  of  us  can  influence  that  policy.  background  on  eight  key  foreign  policy  issues. 

That's  what  the  nonprofit,  nonpartisan  For-     ^ff^    !=5!;^v     Discussions  help  you  form  your  views;  you 

eign  Policy  Association  is  all  about:  working   express  them  on  opinion  ballots,  which 

to  develop  the  kind  of  informed  public  [/  lii::::::::::::  \  FPA  presents  to  Washington  officials, 
opinion  that  will  help  our  government      I      FOREIGN     ^  To  find  out  more,  call  us  now  at 

make  enlightened,  responsible  foreign  POLICY      J     (212)  481-8450.  Or  write  to  Foreign 

policy  decisions.  V      ASSOCIATION      J    Policy  Association,  Department  A, 

Last  year  alone,  more  than  250,000  \  :::::  1918 JJ  205  Lexington  Ave.,  New  York,  NY  10016. 
Americans  across  the  nation— in  discussion  \x  Donations  are  fully  tax  deductible. 


Flashbacks 


Edited  by  Dero  A.  Saunders 


["The  more  things  change. . . ." 
items  from  past  issues  of  Forbes 

kty  years  ago  in  Forbes 

hm  the  issue  of  April  1,  1926) 

fhere  has  been  much  loose  talk 
but  installment  buying's  running 
Id,  and  the  impression  has  been  giv- 
that  many  workers'  pay  envelopes 
|ve  become  so  involved  that  cloth- 
and  food  budgets  have  had  to  be 
it  to  the  bone  to  keep  automobiles 
nning  and  to  retain  possession  of 
ishing  machines,  vacuum  cleaners, 
lonographs,     overstuffed  parlor 
[ites,  player  pianos  and  radios. 
J"Admittedly,   installment  buying 
is  largely  expanded  in  the  last  two  or 
ree  years.  But  so  also  have  savings 
ink  deposits,  life  insurance,  and  to- 
1  wage  payments." 


Percenh  of 
Installment-  Buying 


Percenh 
Q     »     <0     60     60  100 


How  specified  items  were  bought  in  1926 

"Perhaps  the  [French]  Chamber  of 
Deputies  was  only  curious,  like  a 
child  with  a  stick  of  dynamite,  to  see 
what  would  happen  if  they  unseated 
their  premier  on  the  eve  of  the  Gene- 
va meeting  of  the  League  of  Nations 
Council.  They  tried  it,  at  any  rate,  and 
kept  50  nations,  five  premiers,  a  few 
dozen  foreign  ministers  and  countless 
lesser  dignitaries  waiting  in  disgust 
but  suspense  until  they  decided  the 
dynamite  might  prove  dangerous,  and 
finally  reelected  M.  Aristide  Briand 
the  premier  of  France — for  the  ninth 
time  in  that  gentleman's  career." 


Wis  deluxe  1936  trailer,  built  for  millionaire  oilman  Henry  L.  Doherty,  featured 
individual  rooms,  a  shower  and  an  observation  "tower" 


Fifty  years  ago 

(From  the  issue  of  April  1.  1936) 

"When  the  Tin  Can  Tourists  Associa- 
tion held  its  mid-February  convention 
at  Sarasota,  Fla.  this  year,  more  than 
3,500  'tin  can'  tourists  lived  in  the 
1,200  tourist  trailers  which  were 
sprinkled  over  the  meeting  ground. 
More  than  75,000  tourist  trailers 
hitched  on  the  rear  ends  of  passenger 
automobilies  are  now  rolling  over  the 
nation's  highways.  And  'trailer 
camps,'  already  numbering  nearly 
15,000,  are  being  built  every  day  by 
individuals,  towns  and  cities.  .  .  ." 

"As  the  tides  of  disastrous  flood  in  the 
Northeast  subsided,  many  a  business- 
man despairingly  surveyed  the  com- 
plete destruction  of  his  life  work,  lying 
hopelessly  tangled  in  the  $300  mil- 
lion-to-$500  million  pile  of  wreckage. 

"Particularly  hard  hit  were  small 
merchants  and  small  manufacturers; 
prospects  were  that  a  number  of  New 
England's  small,  riverside  textile  en- 
terprises, already  in  shaky  financial 
condition,  would  never  turn  a  wheel 
again.  Adding  bitterness  to  textile 
operators'  cup  of  woe  was  the  fact  that 
they  were  in  the  midst  of  filling  orders 
for  what  looked  like  the  best  Easter 
season  in  years." 

Twenty-five  years  ago 

(From  the  issue  of  April  1,  1961) 

"In  Italy  and  France  these  days  there 
is  an  impressive  new  spirit  among 
their  businessmen.  'Self-confidence' 
is  the  word  for  it.  Businessmen,  who 
only  a  few  years  ago  felt  that  their 
survival  depended  on  import  barriers, 
and  tight  cartels,  now  eagerly  seek  out 
new  markets  abroad  and  calmly  face 
foreign  competition  at  home." 

"How  badly  is  the  current  decline  in 
installment  buying  hurting  the  big 
consumer  credit  companies?  The  an- 


swer, as  things  stood  last  month:  not 
very  badly.  Said  Charles  C.  Greene, 
president  of  second-ranking  Commer- 
cial Credit  Co.:  'We're  not  too  worried 
about  1 96 1 . '  For  one  thing,  the  decline 
so  far  has  not  been  severe.  January's 
$103  million  drop  in  consumer  credit 
was  an  all  but  imperceptible  amount 
of  evaporation  from  the  $44  billion 
sea  of  outstanding  loans." 


Ten  years  ago 

(From  the  issue  of  April  I.  1976) 

"Last  year  may  have  been  dismal  eco- 
nomically, but  people  were  looking  at 
the  world  through  rose,  green  and  sil- 
ver sunglasses.  They  put  out  $330 
million  for  them  at  retail,  a  record 
17%  above  1974,  according  to  Foster 
Grant,  the  world's  largest  manufac- 
turer. Why?  Says  a  Foster  Grant 
spokesman,  'Sunglasses  have  become 
a  fashion  accessory.  Instead  of  a  single 
purchase,  men  and  women  are  buying 
three,  four,  even  five  pairs  a  year  to  go 
with  their  wardrobe.'  " 

"It's  like  the  old  story  about  the 
mouse,  says  Charles  Bauer,  president 
of  American  General  funds  (assets, 
$1.7  billion):  'I  don't  want  any  cheese. 
Just  get  me  out  of  this  trap.' 

"Bauer  is  talking  about  many  mu- 
tual fund  investors,  who — instead  of 
rejoicing  in  the  bull  market — are  run- 
ning away  from  it.  They  no  longer 
seem  interested  in  having  their  mon- 
ey grow.  They  just  seem  to  want  to 
get  out  even. 

"The  January  sales  and  redemption 
figures  for  the  industry  .  .  .  tell  the 
tale.  Excluding  money  market  funds, 
customers  bought  $410  million  worth 
of  funds  in  January.  But  they  unloaded 
$537  million — a  net  redemption  of 
$127  million.  By  contrast,  last  Janu- 
ary when  the  DJI  was  350  points  low- 
er, the  industry  had  net  sales  of  $197 
million." 
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The  longer  I  live  the  more  keenly 
I  feel  that  whatever  was  good 
enough  for  our  fathers  is  not 
good  enough  for  us. 
Oscar  Wilde 


We  fret  over  improving  things,  that 
posterity  may  be  happy;  and 
posterity  will  say  as  usual:  "In 
the  past  things  were  better,  the 
present  is  worse  than  the  past." 
Anton  Chekhov 


History  must  not  be  written  with 
bias,  and  both  sides  must  be  given 
even  if  there  is  only  one  side. 
John  Betjeman 


God  cannot  alter  the  past,  but 
historians  can. 
Samuel  Butler 


It  is  unfortunate,  considering  that 
enthusiasm  moves  the  world,  that 
so  few  enthusiasts  can  be  trusted 
to  speak  the  truth. 
Arthur  James  Balfour 


The  dispensing  of  injustice  is 
always  in  the  right  hands. 
Stanislaus  Lec 


Not  a  change  for  the  better 
in  our  human  housekeeping 
has  ever  taken  place  that 
wise  and  good  men  have  not 
opposed  it — have  not  prophesied 
that  the  world  would  wake 
up  to  find  its  throat  cut. 
James  Russell  Lowell 


You  don't  change  the  course  of 
history  by  turning  the  faces 
of  portraits  to  the  wall. 
Jawaharlal  Nehru 


There  is  a  certain  relief  in  change, 
even  though  it  be  from  bad  to 
worse;  as  I  have  found  in  traveling 
in  a  stage-coach,  that  it  is  often  a 
comfort  to  shift  one's  position  and 
be  bruised  in  a  new  place. 
Washington  Irving 


Thoughts 

on  the  Business  of  Life 


To  be  effect  it  v,  idea lism  must  always 
be  tempered  by  realism  The  infinitely 
important  task  of  re-casting  the  world, 
of  re-casting  got  'emmet  it  of  mankind, 
must  not  be  relegated  exclusively  to 
politicians.  Formulating  the  future  of 
the  world  is  not  a  job  for  mere 
theorists,  mere  idealists,  mere 
squanderers  of  public  funds  innocent 
of  stern  experience  in  earning  money, 
meeting  payrolls,  making  ends  meet 
But  our  practical  men  of  affairs  will 
bare  to  exhibit  consciousness  that  the 
whole  human  race  must  be  given  con- 
sideration if  permanent  peace  and 
maximum  progress  are  to  evolve 
B.C.  Forbes 


If  some  great  catastrophe  is  not 
announced  every  morning,  we  feel 
a  certain  void.  "Nothing  in  the 
paper  today,"  we  sigh. 
Paul  Valery 


Let  the  meek  inherit  the  earth — 
they  have  it  coming  to  them. 
James  Thurber 


Nothing  is  so  soothing  to  our 
self-esteem  as  to  find  our  bad 
traits  in  our  forebears.  It  seems 
to  absolve  us. 
Van  Wyck  Brooks 


Progress  is  impossible  without 
change;  and  those  who  cannot 
change  their  minds  cannot  change 
anything. 

George  Bernard  Shaw 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


When  armies  are  mobilized  a 
issues  joined,  the  man  who  i< 
sorry  over  the  fact  will  win 
Lao-tzu 


Every  line  of  history  inspires 
confidence  that  we  shall  not  t| 
far  wrong;  that  things  mend. 
Ralph  Waldo  Emerson 


Everything  is  funny  as  long  as| 
happens  to  somebody  else. 
Will  Rogers 


Devote  six  years  to  your  workl 
in  the  seventh  go  into  sohtudtl 
among  strangers  so  that  your 
friends,  by  remembering  what  I 
were,  do  not  prevent  you  from| 
being  what  you  have  become. 
Leo  Szilard 


A  Text . . . 

Peace  I  leave  with  you,  |\ 
peace  I  give  unto  you:  no|> 
the  world  giveth,  give  I  ui[ 
you.  Let  not  your  heart 
troubled,  neither  let  it 
afraid. 
John  14:27 


Sent  in  by  W.  Holly  Sween,  Monmil 
(unction,  N.J.  What's  your  favorite  I 
The  Forbes  Scrapbook  of  Thoughts  onl 
Business  of  Life  is  presented  to  sendei| 
texts  used. 


The  anarchist  is  disappointed  wj 
the  future  as  well  as  the  past. 
G.K.  Chesterton 


I'm  strong  for  any  revolution  thj 
isn't  going  to  happen  in  my  day| 
Peter  Finley  Dunne 


2  o  4  3 


Half  the  world  wants  to  be  like 
Thoreau  at  Walden  worrying  abc 
the  noise  of  traffic  on  the  way  t< 
Boston;  the  other  half  use  up  th 
lives  being  part  of  that  noise.  I 
like  the  second  half. 
Franz  Kline 
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